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Rating Action: Moody's places NRI's B1 on review for possible upgrade

Global Credit Research - 07 Aug 2009

Tokyo, August 07, 2009 -- Moody's Investors Service has placed on review for possible upgrade its B1
issuer and senior unsecured long-term debt ratings for Nippon Residential Investment Corporation (NRI).

This review follows the announcement on August 6, 2009 by Advance Residence Investment Corporation
(ADR) and NRI on their basic agreement of an M&A.

Previously, Pacific Holdings, Inc, a sponsor of NRI, filed a petition with the Tokyo District Court on March 10,
2009 to begin corporate reorganization proceedings.

NRI believes that the presence of a sponsor company would be necessary for building a stable financial base
and growth strategy in the long term. NRI is conducting its selection of a hew sponsor with the support of
an external advisor.

Clear details on the schedule for the M&A have yet to be revealed, but Moody's believes the transaction will
facilitate the NRI's business restructuring and therefore placed its ratings on review for possible upgrade.

According to the announcement, ITOCHU Corporation (Baal), a sponsor of ADR, will continue to support
the new REIT and thus multi-notch upgrades may occur as its creditworthiness would -- assuming the M&A
proceeds -- exceed that of NRI.

In its review, Moody's will focus on the progress of the M&A, the refinancing of the relevant loans and the
redemption of the bonds.

Moody's previous rating action on NRI took place on February 5, 2009 when it downgraded the issuer and
unsecured senior debt ratings to B1 from Ba2 with a negative outlook. The rating action also takes into
account the fact that NRI's rated bonds are subordinated to its outstanding borrowings.

The methodology used in rating REITs was the "Rating Methodology for REITs and Other Commercial
Property Firms" (January 2006) which can be found at www.moodys.com in the Credit Policy &
Methodologies directory, in the Ratings Methodologies subdirectory.

Nippon Residential Investment Corporation is a Japanese real estate investment trust investing in and
managing residential properties. Its operating revenues totaled approximately JPY 9.1 billion for the fiscal
half-year ended May 2009.
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CREDIT RATINGS ARE MIS'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY
MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED
FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING
BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE NOT
STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE INVESTMENT OR
FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD
PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR
ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS WITH THE EXPECTATION AND UNDERSTANDING
THAT EACH INVESTOR WILL MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER
CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.
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however, such information is provided "as is" without warranty of any kind and MOODY'S, in particular, makes no
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publication or delivery of any such information, or (b) any direct, indirect, special, consequential, compensatory or
incidental damages whatsoever (including without limitation, lost profits), even if MOODY'S is advised in advance of the
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financial reporting analysis observations, if any, constituting part of the information contained herein are, and must be
construed solely as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any
securities. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR
INFORMATION IS GIVEN OR MADE BY MOODY'S INANY FORM OR MANNER WHATSOEVER. Each rating or other
opinion must be weighed solely as one factor in any investment decision made by or on behalf of any user of the
information contained herein, and each such user must accordingly make its own study and evaluation of each security
and of each issuer and guarantor of, and each provider of credit support for, each security that it may consider
purchasing, holding or selling.
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