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OVERVI EW

« NOF is a Japanese REIT specializing in office buildings.

» Japan's sluggish office building nmarket continues to constrain NOF' s
profitability, but higher occupancy rates in the J-REIT' s portfolio and
property acqui sitions have hel ped its earnings to an extent.

* NOF's portfolio cash flowis unlikely to decline substantially in the
m dt erm because of the J-REIT's relatively strong busi ness position and
the relatively high quality of its portfolio.

e W have affirnmed our '"A-' long-termcorporate credit and unsecured debt
ratings and our 'A-2' short-termcredit rating on NOF. The outl ook on the
long-termrating is stable.

TOKYO (Standard & Poor's) Sept. 7, 2012--Standard & Poor's Ratings Services
today said that it has affirmed its 'A-' long-termcorporate credit and
unsecured debt ratings and its 'A-2' short-termcredit rating on Nomura Rea
Estate Office Fund Inc. (NOF). The outl ook on the long-termrating on NOF is
st abl e.

The ratings on NOF reflect its relatively strong busi ness position, backed by
its sponsor's real estate nanagenent and devel opnent capabilities; the high
quality of its sizable portfolio of office properties; and its adequate
liquidity on hand and relatively high financial flexibility. At the sane tinme,
the ratings are tenpered by weak portfolio profitability and interest coverage
i ndicators, owing to the slow recovery of the office |easing market, which
continues to constrain rental revenue; the portfolio's |large unrealized
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| osses, which dimnishes its financial buffer; a debt-to-capital ratio
slightly above the range set under its financial policy; and its properties
hi gh average age.

As of the end of the 17th six-nmonth fiscal term (ended April 30, 2012), NOF
owned a portfolio of 51 office buildings nati onwi de, though primarily in the
Tokyo netropolitan area, with a total purchase price of about ¥375.4 billion
We view a substantial decline in NOF's cash flow as unlikely in the mdterm
due to the high quality of the properties in its portfolio. Neverthel ess,
NOF' s cash flow has faced downside risk. In the second half of 2010, NOF' s

| argest tenant reduced the rent for the sublessee of one of the J-REIT s ngjor
properties, NRE Tennozu Buil di ng (Shi nagawa Ward, Tokyo; purchase price: about

¥33.1 billion). Thereafter, the subl essee evacuated sone of its subl eased
space. Although the master |essee concluded a | ease agreement with a new
subl essee, effective Cctober 2011, to fill the vacated portion of the

buil ding, we believe it will take tine for NOF's profits to recover.

The average occupancy rate of NOF's portfolio stood at about 97.1% as of the
end of the 17th fiscal term inproving year-on-year froma recent, termend

| ow of 93.8% However, rents in the office |easing market continue to fall

and the overall flow of tenant departures has not stopped. In NOF' s case, the
single tenant fully occupyi ng NOF Surugadai Pl aza Buil di ng (Chi yoda Ward,
Tokyo; accounts for about 1% of the total net rentable area of NOF's
portfolio) is scheduled to vacate the building in May 2013. Accordingly, we
see the status of NOF's |leasing activities and earnings profile as key factors
for its credit quality.

In ternms of external growh, the J-REIT ains to expand its portfolio to ¥500
billion in the mdterm It plans to continue selective property acqui sitions
and replacenments by utilizing its sponsor's property sourcing pipeline, while
considering its debt level. For exanple, in the 17th fiscal term NOF acquired
fromits sponsor three properties, including PMO Aki habara (Chiyoda Ward,
Tokyo), for a total purchase price of ¥7.7 billion. The J-REIT supports its
earnings to a degree by steadily, albeit gradually, expanding the size of its
asset portfolio.

NOF ains to maintain its debt-to-total asset ratio at between 35% and 45% (as
defined by NOF), which is a conservative level. As of the end of the 17th
fiscal term NOF s debt-to-capital ratio [interest-bearing debt including
hoshokin liabilities/(interest-bearing debt including hoshokin liabilities +
total net assets), as defined by Standard & Poor's] stood at about 49.2%
(46. 1% based on NOF's definition), which is slightly higher than the cruising
range set under NOF's financial policy. The portfolio's unrealized | osses (the
di fference between the portfolio's appraisal value and book value at the end
of a fiscal tern) represented about 9.8% of book value. Al though the increase
in unrealized |losses is decelerating, the situation is a reversal from when
the portfolio had unrealized gains under strong narket conditions. NOF' s weak
profitability and interest coverage indicators make it likely, in our view,
that the J-REIT's financial standing will take tinme to conpletely recover,
ami d the subdued of fice |easing market.
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We assess NOF's liquidity as "adequate." W believe NOF has sufficient
liquidity sources for the 18th fiscal term (ending Cct. 31, 2012)--incl uding
liquidity on hand and funds from operations (FFO--to cover uses--such as debt
repaynents, capital expenditures, and dividend payouts. CQutstanding cash and
deposits total ed about ¥26.7 billion as of the end of the 17th term Foll ow ng
a ¥10 billion reduction in June 2012, NOF's current conmitted credit |ines
total ¥30 billion, all of which are unused. The J-REIT nmaintains good
relationships with many financial institutions, allowing it to secure
refinancing loans with relative ease, anong other benefits. NOF al so has
relatively high financial flexibility, given that all of its debt is

unsecur ed.

The outl ook is stable. Al though business conditions for NOF remain
chal |l enging, we believe that its portfolio cash flowis unlikely to decline
materially fromcurrent levels in the mdterm underpinned by its high-quality
portfolio. W may consider raising our ratings on NOF if we see an increased
likelihood of inprovenent in its profitability, debt-to-capital ratio, and

i nterest coverage indicators, and if signs of recovery in the office |easing
mar ket enmerge. Specifically, we may consider an upgrade if its ratio of FFOto
i nterest-bearing debt exceeds and renmai ns above 7.5%or so, and if its
debt-to-total asset ratio (as defined by NOF) falls and stays bel ow 45% On

t he other hand, we would consider lowering our ratings if NOF's ratio of FFO
to debt fell and renmained below 5.5% or if its debt-to-total asset ratio
remai ns above 55% and appears unlikely to inprove.
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RATI NGS LI ST
Rati ngs Affirned
Normura Real Estate O fice Fund Inc.

Rat i ngs
Corporate credit rating A-/ Stablel A-2
Unsecured J-REIT bonds* A-

*The above 'A-' rating on NOF's J-REIT bonds refers to its series 1, 2, 4, and
6 to 9 J-REIT bonds (total issue amount: ¥39.5 bil.). NOF has already redeened
its series 3 and 5 bonds.

A Japanese- | anguage version of this nmedia 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 Gobal 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
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Rati ngs search box located in the left colum.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT SEPTEMBER 7, 2012 4

1008087 | 300052817



Copyright © 2012 by Standard & Poor's Financial Services LLC. All rights reserved.

No content (including ratings, credit-related analyses and data, model, software or other application or output therefrom) or any part thereof
(Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system,
without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used
for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or agents
(collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for
any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for the security or
maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR
IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A
PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no
event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and
not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase,
hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to
update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment
and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does
not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be
reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain
regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P
Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any
damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective
activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established
policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P
reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,
www.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed
through other means, including via S&P publications and third-party redistributors. Additional information about our ratings fees is available at
www.standardandpoors.com/usratingsfees.

McGRAW-HILL

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT SEPTEMBER 7, 2012 5

1008087 | 300052817



