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Apr 1, 2010 
 

R&I Removes BLife Investment Corp. from Rating Monitor 
 

Rating and Investment Information, Inc. (R&I) has announced the following. 
 
ISSUER: BLife Investment Corp. (Sec. Code: 8984) 
 Issuer Rating 
 

R&I RATING: A (Affirmed; Removed from the Rating Monitor) 
 

RATING OUTLOOK: Stable 
 
RATIONALE: 

BLife Investment Corp. (BLI) is a residential REIT whose main sponsor is Daiwa House 
Industry Co., Ltd. On April 1, BLI acquired New City Residence Investment Corp. (NCR), which is 
currently under civil rehabilitation procedures, and BLI's assets have expanded substantially. In 
response to the merger agreement concluded in November 2009, R&I had placed the rating for BLI 
on the Rating Monitor with direction uncertain. 

BLI's portfolio is composed of competitive, relatively new rental housing located primarily in 
the central part of Tokyo. Its assets total nearly 200 billion yen, ranking the second among 
residential REITs in Japan. With 129 properties and over 8,000 leasable units, its properties and 
tenants are well diversified. Given low rent volatility, a characteristic of residential properties, BLI 
will likely be able to maintain stable cash flow over the medium to long term. While some concern 
remains over the performance of properties with high rents and those in regional cities, such 
properties represent only a limited portion of BLI's portfolio. During the second half of 2009, 
occupancy rates at BLI and NCR were solid, standing at approximately 90% and 93%, respectively. 

In its investment and property management, BLI intends to capitalize on the wide ranging 
ability of the Daiwa House group, which has a decent business base and track records in the 
housing field. For new investments, BLI will actively consider acquiring the properties developed 
and held by Daiwa House that meet its investment criteria. In managing existing properties, BLI 
will study the possibility of contracting with Daiwa House's group companies or other proven 
outside companies as necessary according to the characteristics and occupancy rates of properties, 
while maintaining contracts with its current property managers for the interim. 

Meanwhile, BLI's debt ratio is as high as over 60% due partly to the revaluation of NCR's 
assets. BLI plans to operate with the debt ratio of 50 to 55%. It aims to lower the debt ratio as 
early as possible by, for example, selling part of its properties and raising capital through public 
offerings. Benefits from debt reduction through the sale of properties will be limited, however. 
Moreover, the environment for a capital increase has yet to be fully recovered. The debt ratio may 
therefore remain high for the time being. 

The merger with NCR is expected to create substantial negative goodwill. Negative goodwill 
itself is not a positive factor in the assessment of creditworthiness, although it could allow for a 
flexible dividend policy. Whether BLI will be able to actually improve its financial profile while 
capitalizing on the negative goodwill depends on the new management of BLI. 

Backed by its stable cash flow and the creditworthiness of Daiwa House, it is unlikely that BLI 
will face serious problems in fundraising even if it is highly leveraged. Maturities of the debts 
under a rehabilitation plan BLI assumed from NCR have been extended to 2-5 years and also been 
staggered as a result of changes to rights prior to the merger. Interest rates on these debts are also 
at appropriate levels and the majority of the debts are unsecured. As such, a financial burden on 
BLI has been alleviated. Since it has also taken over losses carried forward for tax purposes from 
NCR, BLI is allowed to accumulate retained earnings, although such accumulation is normally 
strictly restricted for a REIT. Nevertheless, there is scope for improvement in fundraising  
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conditions as BLI currently procure funds through secured loans. R&I needs to keep an eye on 
BLI's future financing. 

BLI's major strengths lie in the portfolio that generates stable cash flow and strong support 
from the proven sponsor. The merger has further bolstered BLI's portfolio in both quality and 
quantity. Meanwhile, BLI faces financial challenges, including the high debt ratio and the poor 
records of fundraising at favorable terms and conditions for the moment. In light of the above 
factors, R&I has removed the rating from the Rating Monitor and affirmed the rating at A with a 
Stable Rating Outlook. 
 

The primary rating methodologies applied to this rating are provided at "R&I J-REIT Rating 
Methodology" and "Basic Methodologies for R&I's Credit Rating". The methodologies are available 
at the web site listed below, together with other rating methodologies that are taken into 
consideration when assigning the rating. 

http://www.r-i.co.jp/eng/sf/about/methodology/index.html 
http://www.r-i.co.jp/eng/cfp/about/methodology/index.html 

 
R&I RATINGS: 
ISSUER: BLife Investment Corp. (Sec. Code: 8984) 
ISSUER RATING: A (Affirmed; Removed from the Rating Monitor) 
RATING OUTLOOK: Stable 
 

In principle, an Issuer Rating is R&I's opinion on an issuer's overall capacity to repay its 
financial obligations as agreed and is assigned to all issuers. The rating of individual obligations 
includes the prospect of recovery and reflects the terms and conditions of the agreement and it may 
be lower or higher than the Issuer Rating. 
 
 


