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o real estate market
attracts mvestors from Mldeast

g, e Mmoo 'E?‘.ld_lu' ﬁ‘:,-'r.-l
INVESTING IN'US OR UK’ PRDP%RTIES PDSES M_AJDR m;sfg, By ,;:ﬁ,%..&.;..ﬁ,
1= o s Kk CCio R

e

5 ,...-.-...,. 5

Tokpu (mmm}'n:i:-_m 80

estate market ks lttu.c:ing
Increasing interest from
Middle Eastern imvestors
keen to put petrodollass to
work, the president of At-
|28 Parthers Japan Ltd .m‘-d

Mikthisa - Hiral runs
$340 mdllion fund ofwlu-:‘n
two-thirds of the ‘capital’
comed from - the . Middle
Eaat. AN :h

*There is a growing in-
terest among Middle East'
investors in Japanesé and
Asian real estate. because
they feel thére [s & rising
risk element to investing in
US or UK real estate,”-Hi-
ral told -Réoters on the
sidelines of a real estate
conference In Tokyo, .

They beljieve the rhl: I: X
increasing becadss prices |
have g

M] Eastérn investors
have been trying to diversi-
fy mway from the Unled
States, partly :because of
ﬁnpehll:‘ﬂcﬂ mlms Tt

a very low pro
|I‘d:ywh.|£'h el cqftm
 flows hard to track, |

The Ingticoce of Interna-
tianal Finance has estimat-
ed that the Gulf Coopera-
tion Councll will ‘export a:
ledst'$450 billion of capital
in 2006 and 2007, “¥ .-+
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Hiral bas been at the
belm of Atlds since Mo-
vmcz&o-;w has over-
peeh a nge In strategy
from [nvesting In residen-
eial mpd'll-ﬂ 4] Hﬂu
&

“Until i year
thirds of our pur?w.hwu
residential, but we exited
and swriiched to office.”

He said the opportuni-
ties that existed until re-
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opportunitied in langer-term haldings of five te seven yeors i cass-8 office bulldings. Thwmnﬂﬁn
rent In central Tokyo rose fo its hghest level alnce February 2003, o

cently were in amalgamaz-

m residential propertles,

them as a real es-

“For example we were
able to buy.residential

‘properties at a yield of 6

percent and then when
we exited from the same
partfolio we weres selling
if at 5.3 per ceml
which meaos capital
galns.”

Atlas generated an inrer-
nal rate of return of 15-20
peccent arbds private
and public p::fﬂnfr vailus=
tlons. On one exceptional
transaction it earned more
than 50 per cend.

In some cases Atlas only

Em::nna! of tat lnvestment trust (RE- - years.
Howing lnto” IT). ! i

held properties for nine
months, and the maximum
incubation period was two

Hiowrever.
has becorne more competi-
tive and the government Is
watching the prices of
properties tr. from the
private to the public sec-
tor®

Tokyo has just began to
see rent rises, while the va-
cancy rate has dropped to
the lowest in more than a
decade. Atlas sees oppor-
tunities in looger-term
holdings of five to seven
years o class-B  office
bradfdings.

Atlas does have one
clags-A office co-invest-

“The market

ment but that was an ex-
ngp{:lb.ﬂ. a e A

The best way to generate”

returns in Tokyo's office”
market, Hiral said, is to
buy offices where mamy of
the tenants 'entered into
lease ; agrecments | when
the economy .was mork
bund.
. “IF we are invited 10 com-
pete on a building where
most of the tenants have al-
teady renewed thelr leases,
we tend (o shy away as
there s no real upside op-
portunity”

“The v::]anc:r rate has
dropped ificantly  In
Tokyo and th:uunu are ris-
Ing very sharply now Ten-
ants will try to negotiate to

_.T.:

rents low, ‘but the
ord seems to be win-
‘ning the battle, which is
goad for us”

The average maonthly of
fice rent kn central

Teep

-rose to 19,221 yen (SM67) per

mubpy (33 square metres)
in Movember, the highest
level since February 2003,
soconding to office broker
Mk Shoji

Hirai predicted a rental
increase of 20 per cent
whien leases srerencgotlat-
ed. The typical leass Is o
years, which means a 10
per cent Increase annually.

"We buy where tenants

rare paylng 12,000 yen per

tsubo and then try to raise
it to 15,000,



