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Operating efficiency of J-REITs as an Indicator for Portfolio Choice
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The Operating efficiency of J-REITs has been one of the important factors influencing the performance of J-REITs. By using Data
Envelopment Analysis (DEA) to capture the relative efficiency of J-REITs during 2012-2021, it was clarified that 2016-2017 was a
critical period for economies of scale and operating efficiency, which showed that M&A activities among J-REITs led to deteriorating
operating efficiency. In addition, during the Covid-19 period, despite high volatility in the securities market, the operating efficiency
of J-REITs improved, according to DEA.

Using DEA score as an indicator of operating efficiency and combining the relative valuation of NAV multiples, the simulated
portfolios with high-efficiency scores and low NAV valuation characteristics significantly outperformed the peers. This means that

operating efficiency works as a stock selection indicator for J-REIT portfolios.
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