
Evolving with Retail to Deliver 
Consistent Returns: 

Japan Retail Fund

Japan Retail Fund (JRF) specializes in owning and operating Japanese retail properties.　 
One of the largest J-REITs, JRF has continued to deliver a high level of performance despite the 
recent economic downturn and slowing personal consumption in the Japanese market.  Yuichi 
Hiromoto, President & CEO of Mitsubishi Corp. – UBS Realty Inc., the Asset Manager of JRF, and 
Fuminori Imanishi, Head of the Retail Division at the Asset Manager, sat down with ZIPANGU and 
discussed the source of JRF’s strength and the focus of management regarding future growth.
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JRF’s Properties – 
A Stable Source of 
Revenues
How has the current economic 
downturn affected the retail sector 
as well as the specific types of retail 
properties that JRF invests in?
Hiromoto: Retail properties encompass a 

broad array of store types, ranging from 

department stores selling top of the line 

super brands to local shops that serve as 

a lifeline for the community.  Given the 

current economic downturn and stagnant 

personal spending, the higher the grade 

of retail property, the more difficult it is 

for the property to become a “hit.”

Imanishi: That’s correct.  Department 

stores and super brands have suffered the 

most from the economic malaise but our 

portfolio’s exposure to that segment is 

limited.  JRF properties are not immune 

to the malaise and have had some mixed 

results, but the “winner” properties 

have successfully maintained their sales 

despite the downturn.  Actually, a great 

majority of the JRF portfolio is comprised 

of regional malls in suburban areas 

that are built to meet and develop local 

demand, mainly for daily necessities. 

This is one of the keys to stable revenues 

for JRF.

How does such a tenant base impact 
decisions regarding your rent 
policies?
Hiromoto: Generally, the rent we charge 

is approximately 5 to 6% of sales in the 

case of large-scale GMSs.  That is a rent 

level that can be easily met as long as 

tenants maintain their ordinary profit 

margins.  Even if their sales drop, say by 

4 or 5%, it will not have a large impact on 

the rent revenues for JRF. 

Imanishi: Another major reason for 

stable revenues is that the vast majority 

of the JRF portfolio involves fixed rent 

contracts.  Retailers may have lower gross 

margins to some extent due to discount 

sales, but JRF, as the landlord, has low 

exposure to this risk because of fixed 

rents.

Selecting the Best Retail 
Destination – The Best 
Store in the Region
What are the essential pillars 
for constructing a portfolio that 
generates stable revenues?
Hiromoto: Two pillars have been 

emphasized in constructing JRF’s 

portfolio – regional malls and urban retail 

properties.  Our regional mall focus is 

on large malls dominant in their regions.  

This dominance works to prevent 

competitors from entering the market, 

and assures stable revenues. 

Imanishi: The appeal of large regional 

or suburban shopping centers is diverse 

and includes the presence of many types 

of shops and shopping experiences, a 

way to enjoyably spend time and lifeline 

support for neighboring areas.  The 

successful regional mall is what we call 

“the best store in the region” and what 

we place in our portfolio.  They have 

excellent competitive advantages, enjoy 

good traffic access, utilize their large 

floor space to provide various retail 
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Yuichi Hiromoto is  President & CEO of 
Mitsubishi Corp. – UBS Realty Inc., the asset 
manager of JRF.  He joined Mitsubishi Cor-
poration, Japan’s largest trading company, 
in 1980 and was engaged in capital market 
efforts, corporate bond issuances, securitiza-
tion of real estate and real estate investment 
businesses.  He joined the asset manager as 
President & CEO when it was established and 
also served as Executive Director of JRF from 
September 2001 to December 2006. 
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formats and non-goods services with 

entertainment, and boast an abundant 

population in their trade zones.  Tenants 

also provide lifelines for people in the 

neighborhood by selling food, living 

necessities and daily goods.

Hiromoto: Exactly. Our policy is to obtain 

“the highest mountain in the region.” 

Retail is a must for populated areas, 

and each area must have a strongest 

store.  Consequently if we own the most 

competitive store or “highest mountain in 

the region,” we are flood resistant.

Imanishi: Obviously, “the highest 

mountain” is a metaphor for winners. 

Presently, the process of eliminating poor 

malls and stores is underway.  Although 

location is important, stores that enjoy 

the best location may fail.  An excellent 

combination of hardware (facilities/

location) and software (content/services/

application) is essential for success. 

Thus, if we remain dedicated to obtaining 

winners and enlarging their superiority, 

they will positively contribute to the 

sales revenues of JRF, despite the poor 

macroeconomic environment.

Hiromoto: As for the second pillar – urban 

retail facilities, our aim is to acquire well 

located properties in the urban core that 

sell high-end brands, although they may 

not be large in size.  A typical example is 

Gyre, which JRF owns in Harajuku, the 

fashion and culture center of Tokyo.  Gyre 

houses Chanel and Bulgari in a great 

location and is a flagship property for JRF. 

We hope to obtain similar facilities in 

other major cities such as Osaka, Nagoya, 

Fukuoka and Sapporo.

Differentiating Retail 
REITs
What distinguishes a retail REIT 
from other REITs?
Imanishi: In managing retail properties, 

the owner must elaborate on how to 

attract consumers.  Rents, in a manner of 

speaking, are dependent on consumers 

visiting stores and buying things 

to generate sales.  Assuring tenant 

satisfaction is not enough.  It is the 

consumer that lies beyond the tenant that 

must be satisfied.  This is a big difference 

between retail properties and other 

sectors.  Residential REITs and office 

REITs need to satisfy their occupants 

only.  You cannot manage mall operations 

without understanding this point.

Hiromoto: Indeed, proper, fine-tuned 

management of mall operations is vital for 

the success of retail properties, especially 

when you are to own them over the long 

term as a core investment.  Know-how 

and expertise in mall management are 

indispensable.  Simply put, without these, 

you cannot and should not buy any retail 

properties.  It is not simply a matter 

of cost.  We must be continually ready 

to adapt to situations and implement 

alternative plans.  Our ability to do this is 

our advantage, and our mall management 

and operation capabilities are what 

distinguish us from our competitors. 

Imanishi: Traditionally, the owners 

of retail properties in Japan were not 

professional operators.  They needed to 

understand retail, have tenant networks 

and be proactive, but the fact is that most 

were passive managers and this didn’t 

Fuminori Imanishi serves as Head of the Re-
tail Division at the asset manager, which he 
joined in April 2005.  He had worked at Han-
kyu Corporation, an Osaka-based railway and 
transportation company beginning in 2001, 
where he was engaged in real estate-related 
businesses and the establishment of a J-REIT 
asset manager.  Prior to that, he had worked 
for over 20 years at MYCAL Corporation, one 
of Japan's leading retail operators, where he 
oversaw various financial transactions. 
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work.

Hiromoto: Right.  I am proud that we have 

successfully demonstrated our skills and 

capabilities in appropriately managing 

retail properties as well as in selecting, 

negotiating and acquiring excellent 

properties at reasonable prices.  This 

of course is still insufficient and there 

remains much that we need to do if we are 

to maintain growth into the future.

Local Player with Local 
Knowledge
How crucial is detailed knowledge 
and insight in local retail practices 
and consumer trends for successful 
investments in retail properties?
Hiromoto: The importance of this is 

irrefutable.  The management skills 

and expertise of the owner or manager 

must include an understanding of retail 

conditions specific to Japan or the local 

area – the industry structure, trade 

practices, business model and, possibly 

most importantly, consumer behavior.  

In other words, retail is a local business.  

The tendencies and tastes of Japanese 

and local consumers must be known, 

as well as local rules.  We must equip 

ourselves with this knowledge, apply it 

and use it when negotiating with tenants 

to encourage and support them, and 

eventually successfully obtain contracts 

at good rent levels.  One must be a local 

player in possession of local knowledge to 

be successful. 

Imanishi: In that sense, we need to 

understand the local behavior of Japanese 

consumers.  For example, the same 

person goes to retail stores in major city 

centers and also to suburban stores near 

his or her house.  There is no distinction 

between shoppers visiting stores in city 

centers and local communities.  This 

means that their tastes are consistent 

with the shopping scenes they are in.  We 

must consider this and reflect it in our 

operations. 

How does the retail sector in Japan 
differ from that of other countries?
Hiromoto: The relationship between 

suppliers and retailers in Japan differs 

from the U.S. and Europe.  In many 

Western countries, for example, 
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department stores and malls hold sales 

with significant discounts, even for brand 

products.  A discount of 50% within a 

few weeks of release is a fact of life.  In 

contrast, a discount of 20% to 30% is much 

more the norm in Japan.

Imanishi: It is probably because Western 

retailers have more bargaining power 

than their Japanese counterparts.  In 

Japan, suppliers and manufacturers have 

traditionally had the upper hand over 

retailers, and have driven the pricing of 

products.  On the other hand, Japanese 

consumers have greater trust in displayed 

prices than Western consumers, I think, 

as retailers do not usually conduct a 

discount of 50% or more in a short time.

Hiromoto: Yes, I believe Japanese 

consumers are far more sensitive to the 

relation between price and quality of 

products.

Future Growth of 
Portfolio
How do you perceive expanding your 
portfolio in the future?
Hiromoto: Given the difficult conditions 

in the real estate and financial markets 

in Japan, it has been rather difficult 

to acquire properties.  At present, 

the number of properties trading at a 

discount is insufficient – smaller than we 

expected.  Nevertheless, circumstances 

may be shifting.  We are looking for 

properties that feature yields high enough 

to satisfy requirements from the capital 

markets and of a quality high enough to 

meet our standards.  Another possible 

way to expand the portfolio would be 
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Strengths and Expertise of Asset Manager Key to Retail Success

- An extensive team of experts experienced in retail

- Direct involvement in compiling detailed proposals on leasing, 

 mall operations, tenant mix and renovations

- Reinforces tenant relationships by directly meeting with 

 tenants and getting firsthand information on stores and competitors

- Employs a rich database of property information obtained 

 through proprietary networks to study improvement of existing properties, 

 acquire new properties



through an M&A.

Imanishi: Any attempt at an M&A or 

acquisition of properties must be cautious 

and prudent.  We must be careful not 

to include properties that are not really 

competitive.

What do you see as the key to your 
future success in the retail sector?
Hiromoto: It is important to realize that 

shopping or retail evolves.  A shopping 

mall is not where you buy and sell things. 

If that is your position, success will be 

fleeting.  Shopping malls or centers must 

be destinations where various services 

are provided.  They must be a place for 

enjoyment.  The combination of services, 

entertainment and shopping is a key 

to any success in this field.  We know 

this and we seek to provide this.  This 

awareness and the ability to adapt or 

evolve is the key to future success.

Also, I am aiming to establish 

properties as a source of information, or 

a launch pad for trends – for example, 

the launch pad for the latest, cutting-

edge fashion leading the world.  As long 

as we initiate measures that ensure 

our properties demonstrate that we 

are always ahead of the times, a clear 

message will be broadcast to consumers 

that will continue to draw them to our 

properties into the future. 

Overview of Japan 
Retail Fund

Listed on the Tokyo Stock Exchange 

in March 2002, Japan Retail Fund (JRF) 

is the largest J-REIT specialized in 
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Contact Information

    IR Division

    Mitsubishi Corp. - UBS Realty, Inc. 

Address: Tokyo Building, 20th Floor

 7-3, Marunouchi 2-chome, Chiyoda-ku, Tokyo 100-6420, Japan

Phone:  +81-3-5293-7081

Website:  http://www.jrf-reit.com/english/index.html

Corporate Name Japan Retail Fund Investment Corporation

Representative Yorishige Kondo, Executive Director

Address Tokyo Building, 20th Floor

 7-3, Marunouchi 2-chome, Chiyoda-ku, 

 Tokyo 100-6420, Japan

Listing March 12, 2002

 Tokyo Stock Exchange (Securities Code: 8953)

Fiscal Period Six months ending in February and August of each year

Asset Manager Mitsubishi Corp. - UBS Realty, Inc.

Total Assets 578,675 million yen (February 28, 2009)

Net Assets 256,585 million yen (February 28, 2009)

Properties: 
Gyre (bottom) and Higashi Totsuka 
Aurora City (top)

owning and operating retail properties 

and the second largest of all J-REITs 

in asset size.  A pioneer and prominent 

leader among J-REITs, JRF owns and 

operates 50 properties spread throughout 

Japan, totaling 571,107 million yen on an 

acquisition price basis as of June 30, 2009. 


