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Q． You have acquired residential assets in Osaka for two consecutive periods. Could you elaborate on 
your acquisition strategy going forward? Specifically, do you intend to continue acquiring relatively 
new residential properties in regions outside Tokyo, or will you focus more on residential assets in the 
Tokyo metropolitan area or office acquisitions through your sponsor pipeline? 

A． We recognize that, even taking into account the current interest rate environment, property prices 
remain somewhat overheated, making acquisitions challenging at present. In this context, we intend 
to utilize our available cash and pursue acquisitions selectively, with a strong focus on metrics such 
as the implied cap rate and yield after depreciation. Our recent experience over the past two periods 
has reinforced our view that smaller-scale assets tend to face relatively limited competition, allowing 
us to be highly selective in our acquisitions. While we do not limit our geographic focus to Osaka, both 
of our recent acquisitions happened to be located there as a result of this disciplined selection process. 
We consider Osaka to offer compelling growth potential, supported by notable rent increases, which 
makes these investments reasonable from a growth perspective. At the same time, we believe that 
holding assets—both office and residential—in the Tokyo metropolitan area, particularly in central 
Tokyo, represents a key strength of NUD. Accordingly, we will continue to seek acquisition 
opportunities in this area going forward. Regarding sponsor-originated assets, we have consistently 
aimed to acquire such properties. However, since becoming a wholly owned subsidiary of the NTT 
Group in 2019, the sponsor has increasingly focused on large-scale CRE development projects. As a 
result, there are currently relatively few opportunities that meet our investment criteria, although we 
continue to engage in ongoing discussions. In parallel, we have strengthened our asset acquisition 
capabilities by enhancing our organizational structure, including the establishment of an Investment 
(Acquisitions) Department within the Listed REIT Division, as well as through personnel support from 
our sponsor. We would like to emphasize that we remain proactive in pursuing acquisitions from the 
sponsor pipeline. Regarding portfolio composition, our basic target allocation is approximately 70% 
office and 30% residential. As the residential ratio had recently fallen slightly below 30%, we prioritized 
residential acquisitions in the most recent periods. 
 

Q． Regarding unit buybacks, the acquisition announced at the time of the financial results for the fiscal 
period ending December 2025 was ultimately not executed. Are there specific criteria for executing 
the buybacks announced this time? In addition, do you have an intention to carry them out more 
proactively going forward? 

A． At the time of the previous financial results announcement, while the unit price had been relatively 
firm, we established a buyback authorization in anticipation of potential market deterioration due to 
volatility in the capital markets. However, as market conditions weakened only after the authorized 
period had expired—around late April—we were ultimately unable to execute the buybacks. In the 
current environment, we believe buybacks are executable, and therefore have re-established the 



authorization, including the portion that remained unused previously. As for our criteria, we generally 
do not envisage conducting unit buybacks when the NAV multiple exceeds 1.0x. Even when the NAV 
multiple falls below 1.0x, we do not necessarily execute buybacks in all cases. However, if the NAV 
multiple is persistently below approximately 0.9x, we intend to proceed with buybacks without 
hesitation. 
 

Q． 
 

Regarding distributions from UDX, the forecast for the fiscal period ending April 2027 has been revised 
from the previous outlook. When do you expect distributions to recover following the completion of the 
renovation? 

A． In relation to the changes in our EPU forecasts for the 48th and 49th fiscal periods, as outlined on 
page 4 of the presentation materials, the primary factor is a delay in the renovation work for the retail 
portion on the lower floors of UDX. This has resulted in a postponement of the originally anticipated 
timing of capital expenditures. Excluding this factor, EPU for the 48th fiscal period would have shown 
a slight increase compared to the previous forecast. Similarly, for the 49th fiscal period, after adjusting 
for the impact of the UDX renovation, we believe EPU demonstrates steady growth, increasing from 
approximately ¥2,950 to around ¥3,000. Following the completion of the renovation, it will be important 
to secure an appropriate level of rent and steadily recover the investment. The office portion is already 
operating at full occupancy, with ongoing rent increases, and we intend to manage the asset in a way 
that ensures returns commensurate with the renovation investment. We share this understanding with 
our sponsor, our co-owner of the property. On the other hand, as refinancing timing approaches, we 
expect to be affected to some extent by rising interest rates, and our business plan reflects this 
assumption. As such, with regard to distributions received from UDX, we have not incorporated 
significant upside at this stage and have taken a conservative view. 
 

Q． 
 

To confirm, does this mean that there will be no impact from the UDX renovation in the fiscal period 
ending October 2027? And beyond that, should we understand that the outlook will depend on the 
factors you have just explained? 

A． That is correct. As a Class-A building, it maintains an extremely low vacancy rate, and we are actively 
pursuing rent increases through ongoing lease negotiations. 

 

Q． Regarding the value-add initiatives shown on page 7 of the presentation materials, significant rent 
increases have been achieved in residential properties such as Storia Akasaka and Premier Garden 
Hongo. Do you expect to continue generating similar value-add opportunities going forward? In 
addition, it appears that the sponsor has been accumulating expertise through its investment in a 
renovation-related company (Renoveru Inc.). To what extent do you believe such know-how can be 
leveraged in the residential segment to further drive rental upside, and how much growth potential do 
you see in this area for NUD? 

A. We consider value-add initiatives for our residential portfolio—where assets are generally well-located 
and of relatively high quality—as effectively equivalent to acquisitions in terms of creating value. 
Accordingly, we intend to continue investing in these assets and driving rent increases. We plan to 
implement such initiatives on an ongoing basis at a pace of approximately 15 to 20 units per period. 
To date, we have primarily focused on units with significant rental upside, particularly larger family-
type or wide-layout units of 60 square meters or more. However, we have recently gained confidence 



that we can achieve an ROI of over 10% even in larger studio-type units of around 40 square meters. 
Based on this, we intend to expand the scope of eligible units going forward. In terms of performance, 
we have already confirmed returns that significantly exceed our target ROI of 10%, and we plan to 
continue promoting these initiatives proactively. In addition, as we have built up experience, we have 
been able to shorten downtime, optimize costs, and refine design and specifications, all of which we 
expect will further enhance profitability. With regard to Renoveru Inc., while the sponsor has 
accumulated expertise through its involvement, the types of properties handled differ from our 
portfolio. As such, we have not yet established direct collaboration at this stage. 
 

Q． On page 31 of the presentation materials, the sponsor’s development track record is presented, and 
the CRE project examples include asset types such as hotels and logistics facilities. Could these asset 
classes, beyond office and residential, become potential acquisition targets going forward? 

A． The sponsor’s development projects shown in the materials are presented for reference purposes. 
Our sourcing strategy is not limited to the sponsor alone, but also includes assets held by broader 
NTT Group companies, such as NTT East and NTT West, and we intend to pursue opportunities 
across these group assets as well. At the NTT Group level, interest-bearing debt has been increasing 
as growth investments accelerate, which is heightening the need for asset rotation and securitization 
across the group balance sheet. As a result, we expect that opportunities and discussions regarding 
potential asset sales to, and acquisitions by, NUD will continue to increase going forward. At the same 
time, we recognize that in order to fulfill this role, it is essential to further strengthen our capabilities—
particularly our asset evaluation and underwriting expertise—to function effectively as a receiving 
platform. In this regard, we restarted third-party acquisitions for the first time in approximately eight 
years with the acquisition of a property in Miyakojima, Osaka, and we believe it is important to continue 
building on this track record. Additionally, as large-scale development projects progress at the sponsor 
level, there is a strong possibility that balance sheet optimization, including asset recycling, will take 
place. While there may be a time lag, we are carefully assessing the suitability of such assets for NUD 
and continue to engage in ongoing discussions from various angles. 

 

Q． Regarding rental growth, the figures shown on page 5 indicate increases of 0.8% for office, 1.5% for 
residential, and 1.0% overall. We understand that residential assets are currently performing relatively 
strongly. Given that your most recent acquisition was also a residential property in Osaka, is there 
any possibility that your acquisition strategy will shift more toward residential assets going forward?  

A． Our target portfolio allocation of approximately 70% office and 30% residential is a balance we have 
established over more than 20 years of asset management, with a focus on stability. At this stage, we 
do not envisage making any significant changes to this allocation. That said, we do not manage the 
portfolio to strictly maintain this ratio at all times, but rather treat it as a medium- to long-term guideline. 
The relatively strong performance of residential assets in the current environment is driven in large 
part by our value-add initiatives. As there are still eligible units for such initiatives, we intend to continue 
pursuing them steadily going forward. With regard to office assets, as shown on page 6 of the 
materials, the rent gap stood at negative 10.7% as of the 47th fiscal period, indicating that the portfolio 
has shifted to an under-rented position. During the COVID-19 period, we maintained rents and 
sustained an over-rented position; however, due to the sharp increase in market rents, this over-rented 



buffer has effectively been eliminated. Going forward, we aim to realize rental growth by capturing this 
rent gap through lease renewals and rent negotiations. 

  

Q． We understand that rent increases in the office market have been progressing, and as mentioned in 
the video, you indicated that in some cases rents are being set above market levels. Could you 
elaborate, to the extent possible, on how you approach negotiations to achieve rents above prevailing 
market levels? 

A． With respect to office leasing, whether under fixed-term or standard lease agreements, we begin 
negotiations well in advance of lease expiry, taking into account the prevailing market rents at that 
time. In the current environment, where rent increases are particularly pronounced in certain areas, 
we conduct negotiations while also factoring in not only market rent levels at the time of renewal, but 
also potential rent growth during the next lease term. Depending on the potential of each property and 
individual units, we may present relatively assertive rent levels and seek to reach an agreement by 
balancing overall lease terms and conditions. 

  

Q． With regard to residential value-add initiatives, could you clarify whether you have any internal targets 
for rent uplift? The materials show actual increases of +41.3% and +68.8%; do you set specific target 
levels for rent increases in such value-add projects? 

A． With respect to rent increases from value-add initiatives, investment amounts vary from project to 
project, and therefore we do not set specific targets in terms of absolute rent increases or percentage 
uplift. Instead, our primary benchmark is a minimum ROI of 10% relative to the investment amount. In 
addition, we evaluate each project by comparing the expected improvement in profitability against a 
standard restoration scenario, and make investment decisions based on this comprehensive 
assessment. 

 

Q． Regarding property dispositions, we understand from previous explanations that the first group of 
potential disposition candidates with certain issues has already been sold. Going forward, we 
understand that you intend to review the need for further dispositions, as well as the possibility of 
continuing to hold assets through value-add initiatives, with reference to roughly 10% of the balance 
sheet. Based on this understanding, could you explain your medium- to long-term policy on property 
dispositions, including the progress of your ongoing review?  

A． We assess potential property dispositions based on factors such as future growth prospects and yield 
after depreciation. Internally, we classify our assets into “core” and “active” categories and conduct 
regular screening, with these classifications being reviewed periodically. As for properties that 
required immediate action, we have largely completed the process of addressing such assets through 
our initiatives to date. That said, based on our outlook for the market, we recognize that there remain 
certain assets with relatively higher risk profiles. At present, property prices appear somewhat 
overheated, making the acquisition environment challenging, while at the same time creating a 
favorable backdrop for dispositions. Accordingly, we are proceeding with concrete discussions and 
evaluations regarding potential sales. However, assets that we view as having challenges may be 
similarly perceived by market participants, and therefore dispositions may not necessarily proceed 
smoothly. In addition, we aim to avoid any significant negative impact on our P/L from asset sales. As 
such, our basic approach is to pursue asset replacement rather than outright disposals in isolation. 



Transactions with our sponsor are considered the most desirable, although we continue to explore a 
wide range of options, including third-party transactions. Furthermore, beyond short-term dispositions, 
we are also taking a medium- to long-term perspective on maximizing asset value. For properties 
suitable for redevelopment, we are implementing measures such as increasing the proportion of fixed-
term leases, in preparation for future initiatives. 
 

                                             


