Why Japanese Investors Should Invest in U.S. Real Estate
Executive Summary

The United States real estate market offers opportunities for Japanese investors seeking
financial stability, asset appreciation, and passive income. With a resilient economy, strong
property rights, and diverse investment opportunities, the U.S. remains one of the most
attractive destinations for foreign investors. This white paper outlines key reasons why
Japanese investors should consider U.S. real estate as a strategic financial decision, along
with potential risks and mitigants.
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1. Stability and Economic Growth

The U.S. boasts one of the most stable and dynamic economies in the world. According to
the World Bank (2023), the U.S. Gross Domestic Product (GDP) remains the highest
globally, supported by a diversified economy and consistent consumer demand. Economic
stability translates to reliable real estate investments, offering Japanese investors reduced
risk and long-term value appreciation.
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2. Strong Legal Framework and Property Rights



The U.S. has a well-defined legal system that protects property rights, ensuring investor
security. The World Economic Forum (2022) ranked the U.S. among the top nations for legal
property protection, making real estate investments more secure compared to many other
global markets. This is particularly important for Japanese investors looking for a legally
safe environment to expand their portfolios.
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3. Diverse Investment Opportunities

The U.S. real estate market offers a wide range of investment options, including residential,
commercial, industrial, and mixed-use properties. Investors can select among core
markets such as New York, Los Angeles, and Miami, or emerging cities with high growth
potential like Austin, Charlotte, and Nashville (Urban Land Institute, 2023). Many Japanese
investors have already found success in commercial real estate, particularly in major
metropolitan areas.
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4. Tax Benefits and Incentives

The U.S. government provides tax benefits such as depreciation, mortgage interest
deductions, and 1031 exchanges, enabling investors to defer capital gains taxes (IRS,
2023). Japanese investors can leverage these incentives to maximize returns while
complying with taxation laws.
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5. Foreign Investment Friendliness

Minimal restrictions on foreign real estate ownership have made the U.S. attractive to
Japanese investors. The National Association of Realtors (2022) highlights significant
investments by foreign buyers, underscoring favorable investment conditions and
economic stability.
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6. Currency Diversification and Risk Management

Investing in U.S. real estate allows Japanese investors to hedge against yen fluctuations
and domestic economic uncertainties. Holding assets in U.S. dollars provides currency
stability and diversification.
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7. Why Invest in U.S. Multifamily Real Estate?

Anderson is focused on multifamily real estate as it offers the best risk/reward profile
compared to other types of real estate. Multifamily real estate, including apartment
buildings and build to rent communities, is particularly attractive for Japanese investors
due to:
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e Rentalyields typically range from 5-10% annually in major U.S. metropolitan areas,

providing steady passive income and financial security (National Association of
Realtors, 2023).
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o There is a shortage of housing in the U.S. Despite increased construction, the nation
has a shortage of 3.7MM housing units as of Q2 2024 (Freddie Mac, 2024). Such a
shortage puts upward pressure on rents. Higher interest rates continue to make

home ownership more difficult for many households, forcing them to remain in the
rental market and thus pushing rents higher.
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e There will be good buying opportunities over the next three years. Thereis a
“maturity wall” of loans on rental properties through 2027 totaling almost $3.4
trillion with multifamily making up the largest portion, along with office,
warehouses, retail, industrial, etc. (S&P Global, 2024). Many of these loans will not

be able to be refinanced due to higher interest rates which will allow strong buying
opportunities
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Consistent demand for rental housing: Over 35% of U.S. households rent their
homes, ensuring steady demand and occupancy rates. Demographic trends, such
as an increase in younger renters and retirees downsizing, further strengthen this
demand (National Multifamily Housing Council, 2023).
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Strong appreciation and equity growth potential: Multifamily real estate has
historically shown significant appreciation, particularly in growing urban areas.

According to the Federal Reserve (2023), multifamily assets consistently outperform
other real estate sectors in terms of long-term capital appreciation.
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Favorable financing conditions: Multifamily investments often qualify for attractive
financing terms, such as lower interest rates and higher loan-to-value ratios, due to

their perceived lower default risks compared to other property types (Urban Land
Institute, 2023).
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Operational scalability and efficiency: Managing multiple units within a single
property is more cost-efficient than managing separate single-family properties,
allowing investors to achieve economies of scale and lower operational costs.
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¢ Recession resilience: Multifamily properties demonstrate resilience during
economic downturns, as rental demand often increases when homeownership
becomes less affordable (Urban Land Institute, 2023).
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8. Detailed Risks and Mitigants for Japanese Investors in U.S. Real Estate

a. Currency Exchange Fluctuations — A stronger yen after investment in the U.S. will dilute
returns when funds are repatriated to Japan.

Mitigant: Utilize currency hedging instruments and diversify investments over time to
average out currency risks (World Bank, 2023).

b. Market Volatility and Economic Downturns — Like any investment, macroeconomic and
industry specific volatility can erode performance, values and returns.

Mitigant: While all investments are subject to the vagrancies of the macro economy,
multifamily, with rents changing in response to the market, provides a hedge against
inflation. Further, while demand and thus rent grown can slow, people always need a place
to live ensuring strong demand relative not just to other real estate but to many other
investments. Anderson over time will diversify investments across geographies and to
offset challenges in individual markets. (Federal Reserve, 2023; Urban Land Institute,
2023).

c. Property Management Challenges — Operating an apartment community is a complex
business that requires expertise in marketing, operations, leasing and maintenance,
among other things.

Mitigant: Anderson only partners with high quality operators who are experts in their local
market to effectively manage operations, tenant issues, and legal compliance, thereby
ensuring smooth and efficient management (National Association of Realtors, 2023).

d. Interest Rate Increases - Increasing interest rates can erode investor returns.
Refinancing of lower rate debt in a higher rate environment may require an equity infusion
of bridge financing that can be expensive.

Mitigant: Anderson will focus on deal with fixed -rate options to protect against rising
interest rates and will use maintain conservative leverage ratios (Federal Reserve, 2023).
If floating rate debt is used, only due so with rate protection and conservative underwriting.
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Conclusion



Investing in U.S. real estate, particularly multifamily properties, offers Japanese investors
financial stability, asset appreciation, and diversification. Recognizing and strategically
managing potential risks using recommended mitigants will enhance investment
outcomes. Through comprehensive due diligence, expert guidance, and effective risk
management strategies, Anderson will successfully capitalize on the U.S. real estate
market on behalf of our investor partners.
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