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Date: Monday, January 20, 2025 (Telephone Conference) 

 

Q1: I think being unable to see stabilized EPU grow steadily is behind the weak investment unit 

price. You explained that reaching EPU of 8,700 yen would be brought forward by a year, 

but for the fiscal period ending November 2025, there has been no change after deducting 

the one-time income of 269 yen, so has the achievement of the stabilized EPU target really 

been brought forward? 

I would like to ask about the prospects for steady growth from the fiscal period ending May 

2026 onwards, excluding one-time income, including the status of office properties. 

A1: We expect that EPU will continue to be 8,700 yen or more from the fiscal period ending May 

2026 onwards, and that we will be able to grow. 

The circumstances surrounding the occurrence of one-time income from penalty fees have 

changed. Unlike in the past, this is not one-time income from a tenant moving out in an 

environment where rents are falling, but rather an environment where income can be continuously 

increased due to the fact that new tenants moving in after a tenant moves out are able to pay very 

strong rents. 

We have explained retail in terms of our “High-Street” Strategy, and we have confirmed that there 

is strong demand from tenants to open stores in locations with high level of scarcity, and we have 

been able to increase rents at icot Nakamozu and A-PLACE Shinsaibashi. These properties can 

increase EPU by around 1% or more through rent growth in individual properties, and internal 

growth is very strong because there are such properties in retail properties. We feel confident that 

we can continue to make similar moves in multiple properties going forward, and we think we 

can achieve this across multiple fiscal periods in the future. For example, in A-PLACE 

Shinsaibashi, we have introduced a rent system that is not yet common for API but which is 

designed to beat inflation, with rent being raised in three stages, ultimately increasing by 80% 

from the current rent. We believe there is a possibility that more cases like this will emerge in the 

future, and think they will drive strong growth in retail. 

Meanwhile, for office properties, the best properties at present are those in the greater Shibuya 

area. The rent gap was positive compared to the previous fiscal period, and the rent gap is rising 

as a result of being able to achieve rent growth. In particular, the vacancy rate in the Shibuya and 

Ebisu areas is very tight, and tenants are beginning to understand the need for rent increases, so 

we think that we will be able to continue to implement increases, centered on the greater Shibuya 

area. There is an overall trend of improvement in other areas of Tokyo, and the vacancy rate in 
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Minato Ward, which was high for some time, has fallen considerably, and is now at a point where 

we can expect rent growth. Furthermore, there is also an ongoing rent gap in the Kansai area, and 

by steadily eliminating this, we have been able to increase rents. Although the impact may be 

smaller than in retail, office properties are also very promising from the perspective of steadily 

increasing. In addition, the sponsor is also actively working to increase rents for properties in the 

greater Shibuya area, and we feel that we can steadily achieve growth while generating synergies. 

  

Q2: While we can confirm that rent is steadily increasing at Tokyu Plaza Omotesando 

“Omokado” and DECKS Tokyo Beach, looking at individual income and expenditure, NOI 

is decreasing, which means that expenses are increasing more than income. As a result, it is 

unlikely to lead to an increase in EPU. Is there any prospect that the effect of rent growth 

will become more prominent and NOI will increase in the next fiscal period and beyond? 

A2: The turnover of tenants is progressing at Tokyu Plaza Omotesando “Omokado,” and revenue is 

steadily increasing. Meanwhile, we are controlling when we incur expenses, and as EPU 

continues to rise, we are using the increased revenue to cover expenses. 

Future increases in revenue will have a positive effect from around the fiscal period ending 

November 2026. We have completed leasing at DECKS Tokyo Beach, and we are controlling 

costs by using the funds we have been holding back a little so far, so we would like you to 

understand that this is due to our cost control conscious of a steady increase. 

  

Q3: Regarding internal growth, there have been cases of strong rent increases for street-facing 

sections in Omotesando and other locations, as well as cases of rent increases due to tenant 

replacement, and I would like to ask you about recent characteristics of current trends, such 

as what types of tenants have the ability to pay rent and cases of tenant replacement where 

there has been an increase in the number of store openings. 

In your explanation, you mentioned that the Harakado street-facing contains luxury 

tenants, but for example, with Tokyu Plaza Omotesando “Omokado” and Tokyu Plaza 

Harajuku “Harakado,” I think that Harakado contains more tenants that are restaurants 

or about experience-based consumption than retail, while Omokado has more retail. 

A3: As a characteristic of the area, in the Jingumae area, the shops at street-facing sections were 

mainly clothing stores, but with the attraction of luxury tenants to Tokyu Plaza Harajuku 

“Harakado,” there are cases where global companies have opened stores in the surrounding 

properties instead of clothing stores, and there is a perception that the rent level is also changing. 

Originally, there were many luxury shops along Omotesando Street from Omotesando Station, 

but due to the limited supply in that area, the opening of Harakado has led to an expansion of such 

companies opening shops in Jingumae, and we think the background to this is the increase in the 
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number of people able to make high-value purchases, such as inbound tourists. 

In addition, changes have emerged in the middle floors, such as tenants using popular characters 

to enable them to attract many people, and there has been an increase in new types of tenants, 

which is a recent characteristic. The sponsor is working to improve the value of the area, and we 

also hope to be able to collaborate with them. 

  

Q4: Regarding securing a pipeline through equity investment, the dividend yield is 5.0%. What 

direction is this likely to take in the future? If you buy the actual properties, is there a 

possibility that the yield will decrease? I would like to ask if you have any ideas about the 

direction you are considering. 

A4: They are only minor investments, and the aim is to secure future pipelines. There are more than 

a few properties in the current portfolio that are showing the effects of their age, and some of 

them may become a burden in terms of CAPEX. In this context, many of the properties we are 

looking to acquire are relatively new and in locations where the supply of properties is limited, 

and we believe that they have strong demand potential, so acquiring them through replacement is 

also an option. At the time of acquisition, the method of acquisition will be considered from the 

perspective of how EPU can be raised. 

  

Q5: Am I correct in my thinking that if you acquire a property that has been secured through 

an equity investment, the yield will be lower than 5.0%, but because there is potential for 

the property to grow, it is not such an expensive purchase if you offset that? 

A5: Because the amount of investment is not large, I think that the format of acquisition at the time 

of acquisition will have a greater impact than the current dividend yield. 

  

Q6: It appears that achieving the target for stabilized EPU for the fiscal period ending 

November 2025 will be through one-time income, but is it correct to understand that it will 

continue to exceed 8,700 yen from the fiscal period ending May 2026 onwards? Also, 

according to your previous explanation, you mentioned that a new policy would be 

announced if the target of 8,700 yen was reached, but this has not been clearly stated this 

time, so I would like an explanation on this point as well. 

A6: Basically, the current forecast is that this will continue to exceed 8,700 yen from May 2026 

onwards. For this reason, we would like you to understand that we will continue to achieve this 

8,700 yen level on an EPU basis and be in a position to provide DPU. 

With regard to future policy, we are aiming for EPU growth that outperforms inflation, and in 

terms of numerical values, we envisage an inflation rate of 2% to 3% per year, which is the 

generally accepted rate. However, since the inflation rate may also fluctuate, we would like to 
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consider EPU growth targets according to medium- to long-term changes in the inflation rate. 

However, many contracts are long-term in office and retail properties, and growth does not 

necessarily increase in steps, so we will consider the total growth rate over several years from the 

perspective of whether the growth that is currently underway will be realized steadily. We would 

like to show you the level again while showing you more specific examples of actual increases. 

  

Q7: With regard to your portfolio strategy, you mentioned that properties for disposition have 

little room for internal growth, but are there more of these in office or in retail? 

Also, you mentioned that the priority is high for unit buyback using the funds from the 

replacement and disposition of properties, but what is the basis for deciding whether the 

funds from the disposition of properties will be used for asset acquisition or unit buyback? 

How is the cost of capital taken into account in this? 

A7: It is difficult to say which is better when it comes to selecting properties for disposition, as each 

property has its own characteristics, but there are multiple such properties in both office and retail. 

The premise of our approach to asset acquisition and unit buyback is that, when a property to be 

disposed of has been determined, the replacement of the property is considered and potential 

properties emerge. The decision is made based on which will contribute more to improving EPU, 

depending on the level of the investment unit price at the time. 

Rather than the actual figure of cost of capital, we view cost of capital in terms of how it can be 

reduced, or in other words, how to raise the investment unit price. We believe that these are the 

criteria for judging whether EPU can be steadily grown, and make decisions based on that. 

  

Q8: Regarding EPU growth that beats inflation, I got the impression that it is not equal to the 

growth of NOI or NCF, and that a certain amount of time will be needed to beat inflation. 

Is that understanding correct? I would like to hear a slightly more specific definition of 

beating inflation. 

A8: We have deliberately not stated a figure this time, as our aim is to ensure that EPU and DPU 

outperform the rate of price increases rather than a numerical figure of a certain percentage. 

However, we believe that the figures will change depending on when inflation is assessed, so 

ultimately, we are aiming for growth in the form of maintaining medium- to long-term growth 

potential over several years while also aiming for growth based on what pace the economy will 

grow overall. Therefore, at this point, we have expressed it as a guideline based on a level that 

keeps up with price increases, rather than defining inflation as a certain percentage. 

 

< End > 
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Disclaimer 

 
This document is provided solely for informational purposes and should not be construed as an offer, 

solicitation or recommendation to buy or sell any specific product including investment units. Any 

decisions making on investment absolutely rest on your own judgment and on your own responsibility. 

This document is not a disclosure document or statement of financial performance required by the 

Financial Instruments and Exchange Act, the Act Concerning Investment Trusts and Investment 

Corporations of Japan, the rules governing companies listed on the Tokyo Stock Exchange or any other 

applicable rules. 

This document includes data described by TLC REIT Management Inc. (hereinafter the “Asset 

Manager”) and refers to data, index and other information provided by third parties in addition to 

information about Activia Properties Inc. (hereinafter the “Investment Corporation”). Also analyses, 

judgments and other points of view of the Asset Manager under the present situation are included. 

The information contained in this document is not audited and there is no guarantee regarding the 

accuracy and certainty of the information. Analyses, judgments and other non-factual views of the 

Asset Manager merely represent views of the Asset Manager as of the preparation date. Different 

views may exist and the Asset Manager may change its views in the future. 

The figures included in this document may be different from the corresponding figures in other 

disclosure materials due to differences in rounding. Although the information contained in this 

document is the best available at the time of its publication, no assurances can be given regarding the 

accuracy, certainty, validity or fairness of this information. The content of this document can be 

modified or withdrawn without prior notice. 

The Investment Corporation and the Asset Manager do not guarantee the accuracy of the data, indexes 

and other information provided by third parties. 

The Investment Corporation’s actual performance may be materially different from results anticipated 

by forward-looking statements contained in this document. 
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