Fukuoka REIT:
Fultilling Global Investment Demands trom
a Regional Japanese Base

Following a successful IPO in June 2005, Fukuoka REIT Corporation

(TSE Code: 8968; FRC) has implemented measures to raise unit-holder value
including proactive tenant management and new property acquisitions. FRC
Executive Officer Masatoshi Matsuo, also president and chairman of the board
of FRC’s asset manager Fukuoka Realty, outlines the REIT’s plans below.

Matsuo: “Fukuoka REIT, as the first
“regional” J-REIT, is primarily focused
on the Fukuoka and Kyushu markets for
the steady growth potential and strong
property portfolio they provide, the
unprecedented investment and support
of local blue chip companies, and the
risk diversification and solid returns
these markets provide investors.”

Fukuoka is the center of the regional
Kyushu economy and the fourth largest
metropolitan area in Japan. A vibrant
economic zone with a GDP on par with
South Korea, the metropolitan area of
Fukuoka continues to grow, with fore-
casts calling for the growth to continue
through 2030, far later than the national
peak of 2006. The private and public sec-
tors in the region are aggressively striving
to expand the economy and reinforce its
foundation, with efforts taking shape in
the opening of the New Kitakyushu
Airport next year that will further enable
it to leverage Asia and the opening of
Toyota’s “second” head office in the
region.

To date, most REITs in Japan have con-
centrated their investments on the
Tokyo metropolitan area, as it was the
sole driver in the economic recovery of
Japan. However, this presents many
inherent difficulties, particularly exces-
sive competition over a limited number
of blue chip properties and a poor defense
against increasingly frequent natural dis-
asters assailing cities and countries.
Fukuoka REIT addresses these difficul-

ties, as our investments are in a region
other than the Tokyo metropolitan area,
and strong local ties through our network
of sponsors and secure footing in the
region provides us with preferential
access to property and tenant informa-
tion, as well as the ability to reach deci-
sions quicker on acquisitions and risk.
However, while FRC more than addresses
the difficulties inherent in most REITSs in
Japan, it should not be viewed purely as
an alternative investment to other REITS.
It is also a first choice investment oppor-
tunity for investors seeking to diversify
their portfolio, particularly their REIT
and real estate investment portfolio.

Matsuo: “Achieving solid investment
performance through a market-attuned
combination of internal and external
growth.”

FRC’s investment strategy is notable on
two fronts. The first is its ability to
achieve both internal and external
growth. Internal growth is being secured
through the optimal combinations of
fixed and revenue-based rents, environ-
mental measures that increase energy
efficiency and lessen water consumption,
creation of additional retail space that
raises asset value far in excess of costs,
active tenant management that brings
prominent global brands to the properties
and the creation of distinct sales promo-

tion tools.
External growth through investments
in these market-leading properties is pos-
sible because of our
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2030 applied these skills to
acquire the Sanix Hakata
Building and to conclude

a purchase option on a new multi-use
property in the Kagoshima region of
Kyushu that has a pre-arranged lease
contract with leading retailer PARCO for
20 years.

The investment strategy is also strik-
ing on a second front: its clear positioning
of asset classes. FRC's strategy calls for
its portfolio to feature properties that are
young and have low PMLs, and for a port-
folio mix of 60-80% of its investments to
be in retail properties, 20-40% in office
buildings and the remaining in hotels,
residential properties, etc. Presently,
64.3% of the portfolio is in retail and
35.7% in office buildings.

Matsuo: “We have applied our local
knowledge, and our global educations
and careers to mark out a distinct
market position and distribute strong
dividends to our investors”

FRC has recently paid out its first divi-
dends since listing with a 1000% over-
subscribed offering. The REIT’s perfor-
mance has exceeded expectations.
Originally, the REIT announced a divi-
dend projection of 18,116 yen at the
beginning of its financial period ended in
August 31, 2005 (365-day period) but
proactive management of its portfolio has
raised the actual dividend to 19,001 yen.
As for the coming third business period
of 182 days that ends on February 28,
2006, original projections indicated a
dividend of 16,316 yen, but the afore-
mentioned efforts have led to an upward
revision to 16,700 yen. FRC'’s efforts at
managing its portfolio and raising the
return to investors are paying off. FRC
will continue to return solid dividends to
its investors as it proactively achieves
both internal and external growth based
on its strong competitive advantages
backed by Standard & Poor’s A- rating for
the new J-REIT.

Matsuo: “We have launched an amaz-
ing start towards our goal of returning
reliable dividends to our investors while
rapidly growing our assets under man-
agement to 160 billion yen by 2008. Our
competitive advantages are sure to help
us realize these objectives.”
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