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Downward Revisions of Operating and Dividend Forecasts 
for Fiscal Year Ending December 2020—JCR Wil Watch 
Initiatives for Performance Recovery and Evaluate 
Achievements to be Reflected in Rating 

 
The following is Japan Credit Rating Agency, Ltd. (JCR)'s opinion on downward revisions of operating 
and dividend forecasts for the fiscal year ending December 2020 by Japan Hotel REIT Investment 
Corporation (security code: 8985).  
 
(1) Japan Hotel REIT Investment Corporation (“JHR”) announced on August 25 downward revisions of 

operating and dividend forecasts for the fiscal year ending December 2020 (FY2020). After the 
revisions, it forecasts its operating income to be JPY 2,085 million (previous forecast: TBD, 
forecast before the previous forecast: JPY 18,128 million; the same applies hereinafter), ordinary 
income to be JPY 244 million (TBD, JPY 16,239 million), net income to be JPY 243 million (TBD, 
JPY 16,238 million), and dividend per unit to be JPY 126 (TBD, JPY 3,750). Major reasons for the 
downward revisions include the significant decrease of rent revenue expected due to the 
conclusion of contracts (“Revised Contracts”) to revise fixed-term lease contracts on 14 hotels in 
total with Hotel Management Japan Co., Ltd. (“HMJ”) as the largest tenant (hotel operator) and its 
subsidiaries (”HMJ Group”) in consideration of HMJ Group’s financial conditions. Major revisions in 
the Revised Contract are the following: monthly fixed rent from February onward was waved and 
rent structure will be changed to the one that combines the monthly fixed rent with variable rent for 
FY2020; rent will be revised to the full variable rent scheme for FY2021; and rent from FY2022 
onwards shall be a rent scheme that combines the fixed rent and variable rent as before. JHR 
says that it has agreed to revise the contracts to the Revised Contracts, deciding that focus on 
rebuilding of sustainable relations with HMJ Group would contribute to the interest over the 
medium and long term, assuming that it will take time for the hotel performance to recover in light 
of further expansion of COVID-19 pandemic.   

(2) JHR maintains a diversified portfolio in terms of area, brand, type, etc., expanding assets while 
conservatively controlling leverage. Through developments of active asset management strategies 
based on the strong relationship with HMJ Group, etc., it has been achieving upside revenue. 
Although JHR has been steadily keeping the track records, supported by factors such as 
increased inbound tourists, it was forced to revise the rent structure, as HMJ Group’s earnings 
have significantly dropped and faced difficulty in fixed rent payments in FY2020, due to rapid 
worsening of hotel operations following the COVID-19 pandemic. In light of further expansion of 
COVID-19 pandemic and remaining uncertainties about the impact on the hotel industry and 
operators, JCR sees that there remain concerns that future developments may have negative 
impacts on the portfolio stability, for which the fixed rent could support, and retention of asset value, 
pursuit in equity markets, etc. JCR will pay close attention to HMJ Group’s restructuring through 
revisions to the rent structure as described above, large cost reduction, etc., JHR’s sale of Sotetsu 
Fresa Inn Shimbashi-Karasumoriguchi in July for the purpose of the increase of dividend payment 
and ready liquidity, and other initiatives to be taken by JHR, asset management company, and 
HMJ Group and evaluate achievements from these initiatives to be reflected in the rating for JHR.   

Shigeo Sugiyama, Nobuyasu Matsuda 
<Reference> 
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