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Japan REITs To Go International
By Alexander R. Jampel, Jun Usami and Ayako Kawano

As early as April 1, 2007, it may be possible for real estate 
investment trusts in Japan, commonly referred to as “J-REITs”, 
to acquire foreign real estate. The Land, Infrastructure and 
Transport Ministry of Japan is in the process of establishing 
valuation and disclosure guidelines for foreign real estate. J-REITs 
are required by law to have independent licensed appraisers 
prepare appraisal reports of real estate being acquired by 
J-REITs but due to the absence of guidelines on the valuation 
of foreign real estate, appraisers in Japan have not been able to 
prepare the appraisal reports of foreign real estate or to have  
licensed appraisers in foreign jurisdictions prepare or assist in the 
preparation of the required appraisal reports. The guidelines 
to be issued by the Ministry would address this. Although the 
specifics of the guidelines will not be known for some time, it 
is certain that J-REITs will need the assistance of appraisers, 
attorneys and other professionals in foreign jurisdictions in 
connection with the acquisitions of foreign properties. 

The first J-REITs were listed in Japan in 2001 and currently 
there are 36 J-REITs with over three trillion Japanese Yen in 
assets (approximately 30 billion in U.S. Dollars). The ability 
of J-REITs to acquire foreign real estate will enable J-REITs 
to further diversify their assets and become more competitive 
with real estate investment trusts in Hong Kong, Australia and 
elsewhere that allow the ownership of foreign real estate. 

Although J-REITs will be able to further diversify their assets 
with the acquisition of foreign real estate, it is not yet clear 
whether or how foreign currency risks will be addressed by 
J-REITs. It may be that J-REITs will seek to hedge their foreign 
currency risks at least to a certain extent but since the cash flows 
from real estate investments are not fixed, it is not yet known 
how J-REITs will hedge their foreign currency risks. If J-REITs 
start acquiring foreign real estate, it is possible that foreign 
currency hedge products for J-REITs may be developed to 
efficiently allow J-REITs to hedge their foreign currency risks. 

The Tokyo office of Paul Hastings represented two J-REITs in their recent listings and continues to be active in all areas of real 
estate related transactions throughout Japan. If you have any questions regarding this alert, please do not hesitate to contact 
any of the authors listed below:

Alexander R. Jampel 81-3-6229-6008
alexanderjampel@paulhastings.com
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