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Feb 1, 2010 
 

R&I Downgrades to BB, Negative: Japan Single-residence REIT 
 

Rating and Investment Information, Inc. (R&I) has announced the following. 
 
ISSUER: Japan Single-residence REIT Inc. (Sec. Code: 8970) 
 Issuer Rating 
 

R&I RATING: BB (Downgraded from BB+) 
RATING OUTLOOK: Negative 

 
RATIONALE: 

Japan Single-residence REIT Inc. (JSR) is a Japanese real estate investment trust (J-REIT) 
that went public in July 2005. JSR invests primarily in rental housing for singles. It has three 
sponsors: Apamanshop Sublease Co., Ltd., Lehman Brothers Investments Japan Inc. and K.K. 
daVinci Holdings. 

The rating downgrade reflects the continuing severe funding environment. All of JSR's 
borrowings will become due in the near future. JSR is saddled with funding costs and currently 
cannot expect its funding conditions to improve significantly. Another problem is that 
approximately 44% of its borrowings are loans extended by one foreign-capital lender. 

Financial institutions' decisions on whether to lend to a REIT remain highly dependent on the 
creditworthiness of its sponsor. JSR, however, is not strongly supported by a sponsor with high 
creditworthiness. In order to substantially improve its funding base, JSR would need to review the 
makeup of its sponsors. 

The ratio of debt to total assets stood at 52% as of the end of July 2009, and the term-end 
appraisal value at the same point in time was more than 10% below the acquisition price. This 
means that the debt ratio based on the term-end appraisal value is even higher. Given JSR's unit 
price, capital raising is difficult, and JSR currently does not have a viable plan to lower leverage. 

Nevertheless, its properties consist primarily of rental housing for singles located in major 
cities, which generates stable cash flow. As such, the quality of assets is relatively sound. There are 
many new properties, resulting in the average age of approximately five years. Despite the harsh 
economic conditions, the most recent occupancy rate has recovered to the 94% range. Thus, R&I 
can recognize JSR's business operations favorably. 

The Rating Outlook continues to be Negative. Unless concerns over financing are eliminated, 
the rating will remain under downward pressure. R&I will continue to keep an eye on JSR's 
initiatives to improve the stability of its funding base by, for example, reviewing the makeup of its 
sponsors. 

 
The primary rating methodologies applied to this rating are provided at "R&I J-REIT Rating 

Methodology" and "Basic Methodologies for R&I's Credit Rating". The methodologies are available 
at the web site listed below, together with other rating methodologies that are taken into 
consideration when assigning the rating.  

http://www.r-i.co.jp/eng/rating/st/methodology.html 
http://www.r-i.co.jp/eng/rating/rating/methodology.html 

 
R&I RATINGS: 
ISSUER: Japan Single-residence REIT Inc. (Sec. Code: 8970) 
ISSUER RATING: BB (Downgraded from BB+) 
RATING OUTLOOK: Negative 
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In principle, an Issuer Rating is R&I's opinion on an issuer's overall capacity to repay its 

financial obligations as agreed and is assigned to all issuers. The rating of individual obligations 
includes the prospect of recovery and reflects the terms and conditions of the agreement and it may 
be lower or higher than the Issuer Rating. 

 
 


