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TOKYO (Standard & Poor's) Feb. 9, 2011--Standard & Poor's Ratings Services
today assigned its "A rating to Nomura Real Estate Residential Fund Inc.'s
(NRF; A/ Stabl e/ A-1) proposed ¥5 billion series 1 unsecured bonds, due Feb. 25,
2016.

The ratings reflect NRF's relatively strong busi ness position and noderately
conservative financial policy. NRF has secured a relatively strong busi ness
position in the Japanese real estate investment trust (J-REIT) market,
supported by the real estate managenent and devel opnment capabilities and the
brand recognition of its sponsor, Nonura Real Estate Holdings Inc. (NR). As of
Jan. 31, 2011, NRF's portfolio conprised 145 residential properties for |ease
(total nunber of rentable units: 7,687) worth approximately ¥134.4 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 is also
replacing assets to naintain and raise the quality of its portfolio. The
portfolio' s average occupancy rate as of Nov. 30, 2010 (the end of the eighth
fiscal term) was about 96.3% and the properties generate, in general, stable
cash flows. As residential properties have a high degree of tenant
diversification and their tenants can be easily replaced, their rent |evels
are little affected by econonic fluctuations. Hence, Standard & Poor's
bel i eves that residential properties generate nore stable cash flows than

ot her types of properties.

NRF pursues a conservative financial policy, maintaining a ratio of debt to
total assets of between 35% and 45% (cruising level). Neverthel ess, we see
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sone risk factors that could affect NRF's credit quality. These are:

* As of the end of the eighth fiscal term NRF' s debt-to-capital ratio,
according to Standard & Poor's definition (interest-bearing debt
i ncl udi ng hoshokin liabilities/(interest-bearing debt including hoshokin
liabilities + total net assets), renmined at a | evel (about 54.1% that
was hi gher than the target set under the J-REIT s conservative financial
policy. In addition, NRF' s financial neasures, which include interest
coverage ratios and profitability-related indicators, are slightly weak;
and

e The unrealized losses in NRF's portfolio remain high

Over the long term the J-REIT intends to lower its ratio of debt to tota
assets to a level that is closer to that set under its financial policy,

t hrough prudent property acquisitions and i nproved cash nanagenent efficiency.
W will continue to focus on the extent to which NRF is able to inprove its
financial profile.

NRF mai ntains financial flexibility because it has established good busi ness
relationships with multiple financial institutions in Japan, fromwhich it
borrows on an unsecured basis only.
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Unsecured J-REIT bonds (series 1)

Pr oposed i ssue anount Coupon Rat i ng
¥5 hil. 1.21% A

A Japanese- | anguage version of this media 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 Al ratings affected by this rating action can be
found on Standard & Poor's public Wb site at ww. st andar dandpoors.com Use
the Ratings search box located in the left colum.
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