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TOKYO (Standard & Poor's) Feb. 8, 2012--Standard & Poor's Ratings Services
today assigned its "A rating to Nonura Real Estate Residential Fund Inc.'s
(NRF; A/ Stable/A-1) proposed ¥5 billion series 2 unsecured bonds, due Feb. 24,
2017.

The rating on NRF reflects its relatively strong business position and
noderately conservative financial policy. NRF has secured a relatively strong
busi ness position in the Japanese REIT (J-REIT) market, supported by the rea
estat e nanagenent and devel opnent capabilities and the brand recognition of
its sponsor, Nonura Real Estate Holdings Inc. (not rated). As of Jan. 31
2012, NRF's portfolio conprised 153 residential properties for |ease (total
nunber of rentable units: 8,906) worth approxi mately ¥150.1 billion based on
total purchase price. NRF's portfolio is extrenely well diversified, which is
a factor that supports the J-REIT' s credit quality. NRF has a conservative
financial policy, maintaining a cruising-level ratio of debt to total assets
of between 35% and 45%

Qperating in the residential |easing nmarket--where we have observed occupancy
rates stabilizing and rent |evels stopping their decline--NRF has a policy of
acquiring properties selectively, targeting tenants that can provide
sust ai nabl e denmand. As a result, the average occupancy rate of properties in
NRF's portfolio has been high and stable, standing at 96.0% as of the end of
Decenber 2011. NRF's real estate portfolio is highly diversified with high
occupancy rates, and changes in rents of properties have been linmted. As
such, Standard & Poor's expects NRF to generate stable profits.

NRF rai sed about ¥7.2 billion in equity capital in Decenber 2011. It also
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purchased ei ght properties in the sane nonth for a total purchase price of

about ¥15.1 billion, funding the acquisitions with the equity it raised as
wel | as additional bank | oans. Standard & Poor's holds the view that NRF' s
profitability indicators will recover gradually, based on the follow ng: (1)

The equity issuance in Decenber 2011 made it possible for NRF to purchase
properties with higher yields than existing ones; and (2) the J-REIT repl aces
existing properties with new ones with higher profitability.

On the other hand, Standard & Poor's views the following as risks to NRF's
credit quality: (1) NRF's debt-to-capital ratio remains high despite its
conservative financial policy; (2) its financial indicators related to

i nterest coverage and its profitability measures have been somewhat |ow, and
(3) although the unrealized |oss (the difference between the appraisal val ue
and the book value of the portfolio at the end of a fiscal term inits
portfolio has inproved slightly due to the purchase of new properties, the
unrealized | oss remain high, thereby weakening NRF' s financial buffer
Nevert hel ess, in our view, NRF s conservative financial policy--which the
J-REIT intends to firmy maintain--and its new property acqui sitions--which
could lead to enhanced profitability--partially mtigate these risks.
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¥5 bil. 1.03% A

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 subscribers of RatingsDirect on the Gobal Credit Portal at

www. gl obal creditportal.com All ratings affected by this rating action can be
found on Standard & Poor's public Wb site at www. st andar dandpoors.com Use
the Ratings search box located in the [eft colum.
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