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OVERVI EW

e It is our view that any future recovery in NOF's financial profile is now
nore likely to be del ayed than we expected, given that we expect
portfolio profitability to remain weak ami d tough conditions in the
office | easing market.

« W have lowered to 'A-' our long-termrating and to 'A-2' our short-term
rati ng on NOF.

e The outlook on the long-termrating on NOF is stable, reflecting our view
that NOF's cash flowis unlikely to decrease nmarkedly fromcurrent |evels
over the mediumtermgiven that the J-REIT's real estate portfolio
consists of high-quality properties.

TOKYO (Standard & Poor's) Sept. 21, 2011--Standard & Poor's Ratings Services
today said that it has lowered to "A-' from'A its long-termcorporate credit
rating, and to 'A-2' from'A-1 its short-termcorporate credit rating, on
Nomura Real Estate Ofice Fund Inc. (NOF). The outl ook on the long-termrating
on NOF is stable.

We today | owered our ratings on NOF because: (1) it is our view that any
future recovery in NOF's financial profile is now nore likely to be del ayed
than we expected, given that we expect portfolio profitability to renmain weak,
and (2) as of the end of the 15th six-nonth fiscal term (ended April 30,
2011), the portfolio's unrealized | osses represented about 8% of the
portfolio' s book value, indicating that the Japanese real estate investnent
trust's (J-REIT) financial buffer has shrunk
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From Cct. 7, 2010, we had nmintai ned our negative outl ook on the |ong-term
rati ng on NOF because NOF' s cash flow had been weak and we expected NOF' s
maj or financial indicators to decline to levels no | onger commensurate with
the ratings on NOF at that time, as 1) the J-REIT's existing portfolio's
rental revenue had been weak, and 2) portfolio cash fl ow was squeezed owing to
rent reduction and the partial departure of the sublessee (Japan Airlines
International; currently JAL; NR) of the portfolio from NRE Tennozu Buil di ng.

In July 2011, Nonura Real Estate Devel opnent Co. Ltd. (the nmaster |essee of
NRE Tennozu Building) entered into a | ease agreenment with a new subl essee,
Canon Marketing Japan Inc. (CMJ; NR). Under the |ease, which is scheduled to
start Cct. 31, 2011, CMJ will occupy the portion of the building that was
partially evacuated by JAL. W regard this agreenent as positive for NOF given
that CMJ has, in our opinion, high creditworthiness relative to JAL and NOF' s
tenant diversification will inprove. In addition, we see cash flow as unlikely
to decline fromcurrent levels and rental incone fromCM to support portfolio
cash fl ow

However, given continued tough conditions in the office leasing market, it is
our viewthat it will take a certain amobunt of time for cash flow of the new
tenant to boost NOF' s overall revenue. Considering these factors and the fact
that the start period of the | ease agreenent with CMJ will be slightly later
than we expected, we believe that NOF's profitability and cash fl owrel ated
indicators are now less likely to recover swiftly to | evels comensurate with
the ratings on NOF before today's downgrade. Furthernore, as of the end of the
15th fiscal term NOF's debt-to-capital ratio, according to Standard & Poor's
definition (interest-bearing debt including hoshokin
liabilities/(interest-bearing debt including hoshokin liabilities + total net
assets)) stood at about 49.7% a |evel that sonewhat exceeds the upper limt
of the range set under the J-REIT s conservative financial policy. Together
with NOF's unrealized | osses, we consider this a risk factor for the J-REIT s
credit quality.

NCOF maintains a relatively strong business position in the J-REIT market,
supported by the strong real estate devel opnent and managenent capabilities
and the brand recognition of its sponsor, Nomura Real Estate Hol di ngs Inc.
(NR). The J-REIT owns a portfolio of high-quality, well-managed, and

wel | - mai nt ai ned of fice buil dings.

NOF has anpl e cash and deposits, which cover i medi ate operating expenses,
suggesting a high level of liquidity on hand. As of the end of the 15th fisca
term NOF naintained ¥40.0 billion worth of unused credit lines. In addition
the J-REIT secured credit lines, taking into account schedul ed debt repayment
amounts for each fiscal term Mreover, the J-REIT maintains good
relationships with many financial institutions and financial flexibility,
given that all of its debt is unsecured.

The outl ook is stable. Although we expect business conditions for NOF to

remai n chal l enging, we believe that NOF's portfolio cash flowis unlikely to
decline fromcurrent levels in the nediumterm because the J-REIT' s portfolio
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is of high quality and a | ease agreenent with a new tenant has been executed
for NRE Tennozu Buil ding. W nay consider raising our ratings on NOF if we see
i ncreased |ikelihood of inprovenent in profitability and interest
coverage-related indicators and signs of recovery in the office |easing market
energe. On the other hand, we would consider lowering our ratings if NOF s
financial indicators were to weaken further, although we consider such a
downgrade unlikely at this point.
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RATI NGS LONERED

Normura Real Estate O fice Fund Inc. To From
Long-term corporate credit rating A-/ Stable A/ Negative
Unsecured J-REIT bonds (series 1 and 2, and 4 to 9)
(issue anmpbunt: ¥44.5 bil.; Series 3 has already been redeened)

A- A
Short-term corporate credit rating A-2 A1
Short-termnote program (up to ¥30 bil.) A-2 A1

A Japanese- | anguage version of this nedia release is available on Standard &
Poor's Research Online at www. researchonline.jp, or via CreditWre Japan on

Bl oomberg Professional at SPCI <GO>. Conplete ratings information is avail able
to RatingsDirect subscribers on the @obal Credit Portal at

www. gl obal credi tportal.com and RatingsDirect subscribers at

www. ratingsdirect.com Al ratings affected by this rating action can be found
on Standard & Poor's public Wb site at www. st andardandpoors.com Use the

Rati ngs search box located in the left colum.
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