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Presentation 

 

Moderator: Thank you all for waiting. As it is now the appointed time, we will begin the CRE Logistics Fund 
Investment Corporation’s 20th fiscal period financial results briefing. Thank you very much for taking time out 
of your busy schedules to join us today. We would also like to express our sincere gratitude for your ongoing 
support of CRE Logistics REIT's operations. 

As announced yesterday, the President of CRE REIT Advisers, Inc. changed as of yesterday's date. Today, 
following explanations from Chairman Tsuyoshi Ito and President Takeshi Oka, we have set aside time for a 
Q&A session. The flow will be for you to indicate your intention to ask a question, after which we will unmute 
you so you may speak. 

As this is being held via live streaming, there may be moments when the communication environment 
becomes unstable; we appreciate your understanding in advance. Please be aware that the content of this 
briefing, including the Q&A session, will be recorded and posted on our website at a later date. For those 
joining by phone, the financial results briefing materials are posted on CRE Logistics REIT's website, so please 
refer to them as well. 

We will now proceed with the explanation. 

Ito: I am Ito from CRE REIT Advisers. Thank you very much for watching the CRE Logistics Fund Investment 
Corporation's 20th fiscal period financial results briefing today. CRE Logistics REIT was able to close out the 
20th fiscal period without incident as of the end of June. We are deeply grateful, as this is thanks to the 
support of all those involved. 

As announced yesterday, I have handed over the position of Representative Director and President of CRE 
REIT Advisers to my successor, Takeshi Oka. In addition, at the general meeting of unitholders scheduled for 
September, my term as executive officer of CRE Logistics REIT will expire, and, subject to approval at that 
meeting, I plan to hand over this role to Oka as well. I would once again like to express my gratitude for the 
support you have given us up to now. 

Today, based on the briefing materials, I will provide an explanation, after which the new President, Takeshi 
Oka, will offer a greeting. We will then proceed to the Q&A session. Thank you for your attention. 
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Let us begin the explanation now. Please turn to the table of contents on page one. 

Today's presentation will focus primarily on Chapter 1, Operational Highlights, followed by a brief overview 
of Chapter 3, Market Environment, which we believe is of particular interest to many of you. 

Now, starting from page two, I will explain Chapter 1, Operational Highlights. 
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Please turn to page three, at the bottom right. 

In 2025, CRE Logistics REIT has been implementing various initiatives with a focus on capital cost-conscious 
management. Unfortunately, with respect to the ROE target of 7% set as a management goal, this level had 
fallen below again in the immediately preceding period, the fiscal period ended June 2026, due in part to the 
occurrence of vacancies.  

In the current period, the fiscal period ending December 2026, an additional unit has become vacant, and a 
further decline is expected for this period as well. Backfilling the tenants for these two units is our top priority, 
and we will work to restore ROE to the 7% level as early as possible. 

On the right side of the page, we have listed the initiatives CRE Logistics REIT has been pursuing. Among these, 
regarding the property sales highlighted in blue, the partial sale of a 40% quasi co-ownership interest in 
LogiSquare Sayama Hidaka and the partial acquisition of the land, leasehold interest, at Atsugi Iiyama Minami 
Factory, both announced in August of last year, have been steadily implemented since the start of 2026. 

In addition, as a new initiative, we have begun sales activities for the remaining 60% quasi co-ownership 
interest in LogiSquare Sayama Hidaka. Details of these will be explained on pages five and six. 

In terms of enhancing creditworthiness, our credit rating from JCR was upgraded to AA-. 

CRE Logistics REIT continuously works to increase rents and raise profit from leasing operations. In addition 
to this internal growth, we aim to record gains on sale through property disposals and to improve profitability 
through the acquisition of higher-yielding assets, thereby achieving continuous DPU growth and once again 
raising the capital markets' expected growth rate for CRE Logistics REIT. 
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Please turn to page four. 

As mentioned earlier, the management target of 7% ROE has fallen below again, and this needs to be restored 
as soon as possible. 

Regarding FFO, which corresponds to the numerator of ROE, one unit became vacant in the immediately 
preceding period ended June 2026, and an additional unit became vacant in the current period ending 
December 2026, which is now underway. As a result, FFO is expected to decline for two consecutive periods 
from the period ended December 2025. We aim to achieve early backfilling of these two vacant units. 

Regarding the denominator of ROE, appropriate compression and improved capital efficiency have been 
achieved through the ongoing buyback and subsequent cancellation of own investment units, as well as 
through distributions in excess of earnings carried out as part of returns to unitholders. That said, ROE 
recovery cannot be expected unless FFO, the numerator, is restored, and so this remains our top priority. 
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Continuing on to page five, I will explain the future operational policy for LogiSquare Sayama Hidaka. 

As a vacancy has arisen and it is expected to take a certain period of time to achieve stable occupancy, we 
considered an additional sale and subsequently began sales activities. At the time of the February 2025 
financial results announcement, we disclosed our approach to property sales and replacements, stating that 
we would sell 5% to 10% of our asset scale by 2026. 

In line with this, at the time of the financial results announcement in August of last year, we announced the 
replacement involving the 40% interest in Sayama Hidaka and the Atsugi property, land/leasehold interest, 
which has been steadily implemented since 2026. 

As shown in the bar chart at the bottom right of page five, the amount equivalent to 10% of the total 
acquisition price as of the end of January 2025 was approximately JPY15.8 billion. If Sayama Hidaka is sold in 
its entirety, this would amount to JPY17.6 billion, which would exceed the 5% to 10% asset scale sale level 
announced in February of last year. 

Should the sale of the remaining 60% interest become finalized, we will also consider bringing forward a 
partial sale of the interest, splitting it between the fiscal periods ending December 2026, and June 2027.  
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Please turn to page six. 

The bar chart on the left shows the sum of JPY6.7 billion, corresponding to the book value of the 40% interest 
in Sayama Hidaka, and approximately JPY1.3 billion in cash on hand accumulated in line with depreciation 
over the three periods during which the partial sales are carried out, together totaling JPY8 billion. 

How will this JPY8 billion in cash on hand be applied? In the fiscal period ended June 2026, it was applied to 
the 50% interest in the Atsugi property, land/leasehold interest, and to the buyback of own investment units. 
In the current period ending December 2026, it has been applied to the second acquisition of the 50% interest 
in Atsugi. 

In the next period, the fiscal period ending June 2027, we will carry out the third partial sale of the 40% interest 
in Sayama Hidaka; the use of the corresponding JPY2.1 billion in funds has not yet been determined. 

As shown in the bar chart at the top left of page six, combined with the JPY9.9 billion corresponding to the 
book value of the 60% interest in Sayama Hidaka, the use of this total of JPY12 billion in funds will be 
considered going forward, taking into account the level of the investment unit price, LTV, and other factors, 
among options such as the buyback of own investment units, repayment of borrowings, or the acquisition of 
higher-yielding properties. 
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Please turn to page seven. 

As previously announced, CRE Logistics REIT will continue working to match the duration of both its assets 
and liabilities as closely as possible, so as to be able to respond to both inflation and deflation. 

In the past, long-term fixed rents were considered the standard for logistics real estate lease agreements. 
Under deflationary conditions, this approach worked to our advantage; however, under inflationary 
conditions, fixed rents are unable to keep pace with inflation. Going forward, we will continue ALM controls 
so as to be able to respond to both inflation and deflation. 
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Please turn to page eight. 

The bar chart at the top shows the floor area for which lease agreements are set to expire in each fiscal period. 
In the immediately preceding period, the fiscal period ended June 2026, three lease agreements reached their 
expiration. The unit at the very top, highlighted in gray, reached its expiration at the end of June, and has 
been vacant since July following the tenant's departure. 

The second agreement, as highlighted in dark blue, has already transitioned to a new lease agreement 
accompanied by a rent increase. The third agreement, as highlighted in light blue, transitioned to a new lease 
agreement at the same rent level; however, at the tenant's request, air conditioning equipment was 
additionally installed in the leased space at CRE Logistics REIT's expense, and additional rent is being collected 
in return, leading to improved profitability. 

Such strategic capital expenditures also help strengthen tenant relations, and we intend to actively pursue 
this approach going forward. 

In the fiscal period ending December 2026, two lease agreements are set to expire, and new contracts 
accompanied by rent increases have already been concluded for both. In the fiscal period ending June 2027, 
as well, two lease agreements are set to expire; of these, a contract accompanied by a rent increase has 
already been concluded for one. 

For the remaining one, highlighted in blue, we are currently negotiating a rent increase on the premise that 
the existing tenant will continue to use the facility. 
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Continuing on to page nine. 

CRE Logistics REIT previously took a somewhat cautious stance toward introducing CPI-linked clauses; 
however, in light of the fact that inflation has become firmly entrenched in Japan since 2022, we have changed 
this policy. 

Currently, for lease agreements of three years or less, we request the introduction of CPI-linked clauses while 
flexibly negotiating terms with tenants. On the other hand, for longer lease agreements exceeding three years, 
at the request of tenants, we proceed with negotiations with a policy of introducing CPI-linked clauses. 

The plots in the graph on the right side of the page show the lease agreements concluded by CRE Logistics 
REIT, with the vertical axis showing the term of each contract and the horizontal axis showing when each 
contract started. 

As you can see, with the exception of two contracts, the lease agreements concluded by CRE Logistics REIT 
since 2022 generally fall within five years, reflecting a shortening of terms compared to before. 

In addition, for the two long-term contracts of 10 years and 20 years, we have also secured a means of keeping 
pace with inflation by introducing CPI-linked clauses. We are pleased to report that, compared to before, 
opportunities for rent increases have been increasing. 
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Continuing on to page 10. 

Like-for-like leasing business revenue and NOI have been on an increasing trend; however, as mentioned 
earlier, one unit became vacant from January in the fiscal period ended June 2026, and in the current period 
ending December 2026, an additional unit became vacant from July. As a result, like-for-like NOI is expected 
to decline for two consecutive periods from the fiscal period ended December 2025. 

We intend to reliably complete the backfilling of these two vacant units within the year and to restore the 
increasing trend in NOI once again in the fiscal period ending June 2027. 
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Please turn to page 11. 

Generally, the expense ratio relative to rental income for logistics real estate tends to be low compared to 
other asset classes, at approximately 16% to 18%. The average expense ratio for the properties held by CRE 
Logistics REIT is 16.9%, which falls generally within the standard range. 

In addition, as shown in the line graph on the right, another characteristic feature is that each expense item 
has trended in a highly stable manner. While appropriate cost control is naturally being carried out, we will 
continue to pursue rent increase negotiations going forward, taking advantage of the characteristic of these 
properties whereby profitability improves directly through rent increases. 
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Starting from page 12, I will explain our financial management. 

Regarding the credit rating shown in the upper left, as announced on June 9, our rating from JCR was upgraded 
to AA-. Following this upgrade in our credit rating, we will continue to work toward improving our financing 
terms going forward. 

Regarding LTV management shown at the bottom of the page, at the previous financial results announcement 
in February, we disclosed that, whereas we had previously used only total asset LTV as a reference indicator, 
we would additionally use appraisal LTV as a reference indicator as well. 

Previously, we had stated that we would manage total asset LTV within a range of 43% to 45%; as a new set 
of indicators, we will now manage total asset LTV with an upper limit of 50% and appraisal LTV with an upper 
limit of 42% to 43%, utilizing leverage at appropriate timing and in appropriate volumes to build continuous 
DPU growth. 
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Please turn to page 13. 

The facilities held by CRE Logistics REIT have previously centered on lease agreements with long-term fixed 
rents. Reflecting the fact that the majority of rental income has been fixed income, we have proceeded on 
the premise that fixed interest rates would be desirable for interest payments as well and have centered our 
borrowings on procurement through long-term fixed interest rates. 

In recent years, however, in light of the shortening of lease terms and the fact that income has become subject 
to fluctuation through the introduction of CPI-linked clauses and rent escalation, we believe there is a case 
for having a portion of interest payments be based on floating rates as well. 

In addition, the gap between the five-year swap rate and the three-month TIBOR , the so-called long-short 
interest rate gap , has recently widened considerably. While floating rates are subject to the effects of policy 
interest rate hikes, there is also an analysis suggesting that, over a five-year period, total payments could work 
out to be lower under a floating rate. 

In light of this, while recognizing that fluctuations in performance will occur in connection with policy interest 
rate changes by the Bank of Japan, we will continue to base our procurement primarily on fixed rates while 
also utilizing floating rates in part, working to keep down the cost of liabilities. 

Additionally, as noted on the right side of the page, the benchmark interest rate assumption underlying the 
earnings forecast announced yesterday is based on the premise of a 25 basis point policy interest rate hike in 
December. While some observations suggest that a policy interest rate hike could occur as early as September 
or October, our earnings forecast is currently constructed on the basis described above. 
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Continuing on to page 14, I will explain the variance analysis of actual distribution results. 

The upper section compares actual results for the fiscal period ended June 2026, and the fiscal period ended 

December 2025. As it happens, both periods came in at JPY3,883. 

Regarding the main factors in leasing business profit and loss, first, the decrease in occupancy reflects the 
downward impact of a vacancy that arose at LogiSquare Sayama Hidaka from January. 

The second item, the increase from property acquisition, reflects the first acquisition of the 50% interest in 
the Atsugi property, land/leasehold interest. The third item, the upward effect from rent increases , a phrase 
that will appear several times on the following pages as well , reflects the fact that CRE Logistics REIT 
consistently pursues rent increase negotiations at each lease expiration, so this upward factor from rent 
increases essentially arises on an ongoing basis. 

The lower section compares actual results against the earnings forecast. As a result, we were able to achieve 
an upward variance of JPY40. Regarding the first item under leasing business profit and loss, the decrease in 
occupancy, the earnings forecast had assumed that the vacancy that arose from January would continue 
through April, with occupancy resuming in May and June. Unfortunately, however, the vacancy continued 
through May and June as well, resulting in a downward variance versus budget. 

We had also factored in the payment of brokerage fees associated with attracting a new tenant for this vacant 
unit; however, unfortunately, we did not have the opportunity to make that payment, and the non-occurrence 
of this expense became an upward factor. 

Regarding general and administrative expenses, there was an unused reserve. We first announced the 
earnings forecast for the fiscal period ended June 2026 in August of last year. 
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When we revised this forecast for the June period again this past February, an upward variance of several 
tens of yen was expected; however, we judged that this was not a significant enough impact to warrant 
revising the earnings forecast, and instead maintained the forecast of JPY3,843 by setting aside a reserve. As 
a result, the additional reserve set aside ultimately went unused, generating an upward effect. 

Lastly, as shown on the far right of the waterfall charts above and below, the effect of the fourth own 
investment unit buyback announced this past February, and its subsequent cancellation, generated an upward 
variance of approximately JPY20. 

 

Please turn to page 15. 

Regarding the forecast distributions, both figures come in at the JPY3,700 level against the JPY3,883 recorded 
for the fiscal period ended June 2026. 

As explained earlier on page five, we have begun sales activities for the 60% interest in LogiSquare Sayama 
Hidaka. Should the sale of this 60% interest be finalized, we intend to bring forward the sale of a portion of 
the interest to the fiscal periods ending December 2026, and June 2027, thereby aiming to boost these DPU 
forecasts.  

Regarding the comparison between the forecast for the fiscal period ending December 2026, and the actual 
results for the fiscal period ended June 2026, the first item among the main factors in leasing business profit 
and loss, the decrease due to sale, reflects the loss of income associated with the first partial sale of Sayama 
Hidaka. The second item, the decrease in occupancy, reflects the downward effect of a second unit becoming 
vacant from July 1 of this year.  
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The third item, the increase from property acquisition, reflects the second acquisition of the 50% interest in 
the Atsugi property, land/leasehold interest. As mentioned earlier, regarding rent increases, since we always 
negotiate to increase rent when lease terms comes due, this is generating an upward effect. 

Regarding the comparison between the earnings forecast for the fiscal period ending June 2027, and the fiscal 
period ending December 2026, the first item among the main factors in leasing business profit and loss, the 
decrease due to sale, reflects the loss of income associated with the second partial sale of Sayama Hidaka. 
The second item, the increase in occupancy, reflects the upward effect expected from backfilling the two 
currently vacant units within the year. 

This concludes my explanation regarding the forecast distributions. 

Continuing on, from page 20, in Chapter 3, Market Environment, I would like to briefly report on the key points 
only. 

 

 

Page 25 shows the recent situation in the Greater Tokyo area, Japan's largest market. 

First, regarding demand, it has continued to move steadily. In the last two lines of the second paragraph under 
"Current Status" in the upper left of the page, it is noted that “although total demand decreased from the 
previous quarter, it remained steady at 216,000 tsubo, exceeding 200,000 tsubo.” 

Based on our sense on the ground, we consider the annual total demand of 800,000 tsubo in the Greater 
Tokyo area to be a steady figure. In other words, we view a quarterly figure exceeding 200,000 tsubo as 
evidence of steady demand. So far this year, Q1 recorded approximately 270,000 tsubo, and Q2, as noted, 
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recorded 216,000 tsubo, bringing combined demand for the two quarters to just under 500,000 tsubo, and 
we believe demand has continued to move steadily. 

The bar chart at the bottom right shows the balance between supply and demand by quarter. Since Q2 2025, 
total demand has exceeded total supply for five consecutive quarters, and as a result, the vacancy rate has 
also declined for five consecutive quarters. 

The most recent peak in the vacancy rate was 10.5% as of the end of March 2025, and over these five quarters, 
the vacancy rate has fallen by approximately 2 percentage points. 

 

Now, what does the outlook look like going forward? Please turn back to page 22. 

The bar chart on the left shows supply and demand in the Greater Tokyo area. The light gray bars represent 
the outlook for new supply going forward; for this year, 2026, we expect approximately 630,000 tsubo, and 
for next year, 2027, we expect approximately 370,000 tsubo. 

In the past, total supply reached 1.4 million tsubo in 2023, so in comparison, we view next year as a year in 
which supply will become extremely limited. 

On the other hand, regarding demand, it exceeded 1 million tsubo for the first time since surveys began in 
2022 and 2023, and demand exceeding 800,000 tsubo was also confirmed in 2024 and 2025, with demand 
having moved extremely steadily over these four years. 

As mentioned earlier, in 2026 as well, we have confirmed total demand of just under 500,000 tsubo for Q1 
and Q2 combined, and we expect demand to continue moving steadily. Accordingly, supply and demand are 
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expected to tighten going into next year, with a further decline in the vacancy rate and further acceleration 
in market rents anticipated. 

That concludes my brief explanation of the market environment, and my portion of the presentation. 

At this point, I would like to introduce our new President, Takeshi Oka, and have him say a few words. 

Oka: My name is Takeshi Oka, and as of yesterday, I have assumed the position of Representative Director 
and President of this asset management company. I look forward to working with you all going forward. 

I have been involved in the management of CRE Logistics REIT's growth together with Ito since the 
establishment. In that sense, while maintaining, without wavering, the direction of unitholder value 
maximization that Ito has built up to this point, I intend to continue rolling out new initiatives one after 
another amid the current environment of inflation and higher interest rates, aiming to enhance the value of 
the portfolio. 

As explained by Ito just now, I believe there is a great deal that this CRE Logistics REIT needs to accomplish. I 
intend to operate the REIT while communicating closely with unitholders and firmly strengthening its 
resilience to vacancies, inflation, and interest-rate fluctuations. 

We appreciate your continued support going forward. 
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Question & Answer 

 

Moderator [M]: We will now begin the Q&A session. Do we have any questions? Those joining via the internet, 
please press the raise hand button to let us know. Those joining by phone, please press asterisk and nine to 
let us know. 

Thank you, Mr. Ohata of Mizuho Securities, for raising your hand. Please unmute yourself and go ahead. 

Ohata [M]: This is Ohata from Mizuho Securities. 

Oka [M]: Thank you for joining us. 

Ohata [Q]: I have three questions, if I may. First, regarding the change in the asset management company's 
officers, could you comment on the background to this and any resulting changes to the future management 
policy? 

Second, regarding leasing, could you explain the reason for the delay in leasing at Sayama Hidaka, and, 
regarding the vacancy that arose from July, which is expected to continue through September, how confident 
are you about backfilling it? 

Third, regarding refinancing, the fixed interest rate ratio is expected to be maintained at approximately 75% 
in the fiscal period ending June 2027; are you not considering further expanding the use of floating rates? 
That is my third question. 

Oka [A]: Thank you. I understand you have asked three questions: first, about the change in officers and the 
future management policy; second, about the leasing situation; and third, about our policy on the use of 
floating rates in future refinancing. 

Regarding the change in officers, Ito has served as executive officer of CRE Logistics REIT and President of this 
asset management company for 10 years since its establishment. From the perspective of the future 
development and continuity of CRE Logistics REIT and the REIT, we made this change at this timing. Ito will 
continue to be involved in the management of CRE Logistics REIT as Chairman of the Board, so continuity is 
maintained in that sense, and the purpose of this change is to further ensure continuity going forward. 

Accordingly, regarding management policy, as I mentioned earlier, since I have been involved in the 
management of this REIT together with Ito since its listing, I intend to pursue the maximization of unitholder 
value without wavering, maintaining our policy unchanged. 

Second, regarding leasing, at Sayama Hidaka, which has been a source of concern, we currently have several 
concrete inquiries, around three, and we have reached the stage where an application could come in fairly 
soon, so we feel we are close to being able to share good news. 

As mentioned earlier, our budget assumes the vacancy will continue through the end of the year, but we will 
make every effort to improve on that where possible. 

Regarding the other property, where we expect the vacancy to continue through September, this is a property 
in Osaka. Compared to the Greater Tokyo area, supply and demand in Osaka are tighter, and we are receiving 
solid inquiries for this property as well. Here, we intend to prioritize speed, prioritize filling the vacancy, and 
properly follow through on the inquiries that come in. 
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Third, regarding refinancing, as you point out, the fixed rate ratio currently stands at around 75%. Going 
forward, in future refinancing as well, we intend to keep the fixed rate ratio in the 70% range, utilizing a 
combination of fixed and partly floating rates to control our debt costs.  

That concludes my answers to the three questions. 

Moderator [M]: Mr. Ohata, thank you very much for your question.  

Are there any other questions? 

As it appears we have addressed all questions, we will now conclude today's briefing.  

Thank you very much for your participation today. 

Ito [M]: Thank you very much. 

Oka [M]: Thank you very much. 

Moderator [M]: This concludes the session.  

Thank you.  

[END] 

______________ 
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