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In March 2014, independent asset manager SPARX Group Co., Ltd. (“SPARX Group”) 
acquired domestic real estate management firm Japan Asset Trust Corporation (“JAT”) 
to establish SPARX Asset Trust & Management Co., Ltd. (“SATM”) with the aim of 

stepping up its investment in real assets, including real estate and infrastructure, and its 

asset management operations, a set of endeavors launched back in 2012. This interview 

gave the writer an opportunity to ask Mr. Fukami questions about the SPARX Group’s 

objective for making JAT a subsidiary and its real asset investment strategy.   

 

 

What were the circumstances that led the SPARX Group to make JAT a subsidiary 
and its objective for doing so? 
 

Masatoshi Fukami: The firm’s objective for making the move was to step up its operational 

platform in order to develop its asset management business targeting real assets, such as 

real estate and infrastructure, into its second pillar. To date, the SPARX Group has 

continued to invest in Japanese equities in the main by using the funds entrusted by 

sovereign wealth funds and other types of overseas institutional investors. Communicating 

with such investors in the process made us realize that they had a need to invest in asset 

classes that generate stable cash flows. Hence, in 2012 we launched the program to invest 

overseas investor funds in real estate properties, based on a scheme in which a 

Cayman-domiciled fund, an entity fund established by a SPARX Group subsidiary, and 

Advance Residence Investment Corporation (ADR) jointly invest in a residential properties  

private fund. Being registered neither as a Comprehensive real estate investment advisory 

business nor as an Investment Management business, the SPARX Group appointed JAT to 

the asset management operations for this private fund. While working with JAT, the SPARX 

Group became certain that the asset manager was equipped with the capability to properly 

perform real estate investment management operations and to source properties 

appropriately. JAT, for its part, was eager to transform itself into a full range asset 

management firm from its status as a consultancy. Thus, both companies concluded that 



integrating them into one single entity would generate synergy effects through a 

combination of their finance and real estate operations, allowing them to achieve a win-win 

relationship and grow their businesses further. As a result, starting from the start of 2014, 

the SPARX Group and JAT began to study their merger plan, which culminated in the 

conclusion of the merger agreement between both parties at the end of March the same 

year. 

 

Could you tell us about SATM’s new organizational structure? 
 

SATM is now staffed by a total of 16 professionals. The organization is composed of an 

asset management team managing mainly private real estate funds and of a team that is 

now in the process of making preparations for entering the exchange-listed infrastructure 

market, a market the Tokyo Stock Exchange plans to launch in 2015. 

 

How are the private-placement real estate funds doing in terms of performance? 
 

During the period to 2013, JAT invested in five private real estate funds, the investment 

universe of which comprised residential properties. Moreover, we invested some 9,400 

million yen in silent partnerships during the period, bringing the total value of assets 

acquired to approximately 36,600 million yen on a cumulative basis. All of these investments 

took the form of bridge funds for ADR, based on joint investments between it and JAT, and 

were designed to provide funds to ADR exactly when it wants to acquire a property, thus 

helping the firm generate external growth. In addition to selling 11 properties to ADR for 

some 15,800 million yen in February 2014, we sold 13 other properties to it for 

approximately 10,200 million yen in December the same year. Our fund’s equity investor is 

an overseas governmental fund. We use a capital call scheme under which they inject 

equity to our funds flexibly at the timing of target properties being identified, based on a 

pre-determined investment cap of some 10,000 million yen for a period of five years or so. 

As for the funds managed by JAT prior to its merger with the SPARX Group, they were all 

refunded with satisfactory returns provided to the fund equity investors. 

 

Is SATM’s investment universe composed only of residential funds/properties? 
 

In August 2014, SATM and its existing overseas governmental fund clients agreed to amend 

their service agreements into those that broadened the former’s investment universe to 

include not only residential funds/properties, but also office buildings, logistics facilities, 

retail facilities and health care facilities, including senior citizens’ homes, medical clinic malls 

and hospitals. In response, SATM has already acquired a logistics facility in Chiba 

Prefecture for some 1,000 million yen as well as a Tokyo-based logistics facility for 



approximately 4,000 million yen. Moreover, we have begun to work on a new development 

project as well. We wish to broaden our investment universe in a proactive way to include 

any proper investment target that can meet the investors’ requirement of generating stable 

returns on a long-term basis. In this regard, logistics facilities, properties that are typically 

under a long-term master lease agreement of 10 years or more, can be seen as an asset 

class that is highly eligible for investment by SATM as properties that can continue earning 

extremely stable lease rent. The logistics facilities were acquired by using the network that 

JAT had constructed before the pre-merger period. 

 

For example, do you find hospital facility development very difficult to conduct? 
 

As for health care facilities, be it a hospital, skilled nursing home or assisted living residence, 

it is important how to assess the capability of the facility operator, of which cooperation, 

including information disclosure, is essential for the assessment. For this assessment and 

cooperation process, we are able to fully leverage the due diligence capability nurtured by 

the SPARX Group through its equity investment operations as well as the property analysis 

ability gained by JAT over the years and its health care facilities investment experience. We 

regard health care facilities as an asset category in which we can fulfill our strengths. Thus, 

SATM intends to invest also in any hotel or retail facility that is run by an operator we rate 

highly. Our potential options include a move to acquire land with leasehold interest on which 

a business-use building stands, thereby achieving returns through lease rent income. 

 

 

What are SATM’s strengths in property sourcing? 
 

Prospective buyers have been competing intensely among themselves to acquire new 

properties, which has led to the shrinking availability in the market of properties meeting 

investor requirements, making it highly difficult to buy properties. The cap rate has declined 

to the levels recorded back in 2006 to 2007, yet we cannot buy up properties merely in 

anticipation of future rent rises. Under such circumstances, we at SATM desire to fulfill our 

strengths in two respects to make progress in our sourcing activities. The first point is the 

fact that SATM has agreement with investor clients on capital call scheme-based investment 

commitment, meaning that we can make investment quite quickly - and in a fairly large 

amount - if the would-be investment target is found to meet the investors’ criteria. This 

should put us at a particularly large advantage when dealing with a prospective seller 

wanting to sell its property as quickly as possible. The second point is the fact that SATM 

broadened the scope of asset types in its investment universe, which has enabled us to 

continue obtaining various types of information as well as potentially growing investment 

opportunities. 



 

How do you find overseas institutional investors’ investment needs for Japan? 
 

Their investment needs have been on the rise. Although it is due greatly to the continued 

weakness to date of the Japanese yen, the foreign exchange aspect is not the only factor 

driving their investment appetite for Japan. In the wake of the Lehman crisis, many 

global-based investors moved to reduce their investment portfolio weighting in Japanese 

real estate, or eliminated this asset class entirely from their portfolios. Nevertheless, on the 

back of Abenomics, overseas investors began to rethink their stance and see Japan as a 

market offering relative stability, partly supported by its law structure. As a result, an 

increasing number of overseas investors began to think it necessary to hold a certain 

quantity of Japanese assets in their portfolios. They are much eager to invest in assets 

capable of delivering stable income, even by widening the scope of their investment targets. 

We have been receiving investment inquiries from specific investors based in the Middle 

East, institutional investors, investors’ family offices in Hong Kong and in South Korea in 

which the SPARX Group has a subsidiary. 

 

I note that SATM has decided to enter the exchange-listed infrastructure fund market. 
 

While things will depend on what type of market the Tokyo Stock Exchange creates, we are 

now making preparations while looking at various action alternatives, including listing on an 

overseas stock exchange. The SPARX Group has already become the manager for a 

mega-solar development green field fund. Meanwhile, a public-private sector tie-up 

infrastructure fund, to which the Tokyo Metropolitan Government has contributed capital, 

has invested in 14 mega-solar development programs with the total project costs amounting 

to as much as 50,000 million yen or so. Also in progress is a 30,000 million yen fund 

invested in by Japanese institutional investors. Once the power generation equipment 

developed through these projects comes into steady operation, these funds will begin to 

serve as so-called “brown field” funds, a type of fund that delivers cash flows only. SATM 

announced its intention to enter the exchange-listed infrastructure fund market with the 

desire to form brown field funds, in essence. For the foreseeable future, we wish to acquire 

for our portfolio a set of equipment consisting mainly of solar power generators and of other 

types of renewable energy power generators comprising existing wind, geothermal, biomass 

and low head hydro power generators. A number of non-solar power generation equipment 

fund projects have already been added to SATM’s list of its future initiatives. 

 

What are SATM’s strengths in the infrastructure field? 
 

SPARX Asset Management Co., Ltd. of the SPARX Group is an asset manager that has a 



solid track record as a firm that has been managing a public-private partnership fund 

designed to invest in solar power generation projects by using partly-tax-originated public 

funds that have been entrusted by the Tokyo Metropolitan Government. This fund, launched 

in 2012, is subjected to periodic review by the Tokyo government, so it has in place an 

internal framework that meets applicable requirements. Moreover, SPARX Asset 

Management has been selected as asset manager for the second public-private partnership 

renewable energy investment fund offered recently by the Tokyo government. Renewable 

energy power generation equipment is difficult to develop although, once developed, it 

becomes a stable asset that continues generating cash flows over a period stipulated 

according to the government’s fixed price energy purchase system (FIT, Feed-in Tariff). In 

this respect, SPARX Asset Management’s track record as a forerunner involved in the 

development process is a valuable one. 

 

What is the general profile of investors in the existing development funds? 
 

The list of investors in the public-private sector fund is composed only of Japanese 

institutional investors, yet our funds under management (FUM) include cash from overseas 

investor clients as well. They have great investment needs for Japan’s infrastructure assets, 

which are still owned predominantly by public sector entities and major electric power 

companies. On the other hand, in overseas countries it has become increasingly common 

for an infrastructure assets owner to shift them off the balance sheet and transfer them to 

investment funds, thus reducing its balance sheet risks. As evidenced by the ongoing 

initiatives to sell the operating rights for Kansai International Airport and Itami Airport, the 

nation has finally begun to experience the moves for infrastructure off-balance sheet transfer, 

on which overseas investors wish to capitalize. The SPARX Group wants to become such a 

player as is given the first call by an overseas investor intending to make infrastructure 

investment in Japan. The renewable energy power generation equipment, to which the 

government’s fixed price energy purchase price system applies, is to be regarded as the 

alternative product of ultimate choice that is totally insulated from economic fluctuations. We 

wish to create, as a model case, a type of brown field infrastructure fund that has yet to exist 

in Japan, and to provide the fund offering to investors who seek a risk-return profile differing 

from that of a green field fund. 

 

What is the lending stance of the banks? 
 

Banks in the country have been becoming increasingly active in lending. The rise in 

Japanese companies’ share prices adds somewhat little fuel to the corporate loan demand 

in the nation. In this environment, owing to solar power generation projects, banks have 

been witnessing expanding project financing opportunities, a type of money lending 



business that allows them to earn fairly proper levels of interest income. The nation’s 

regional banks, in particular, have been active in this respect with some of them having been 

involved in an equity deal in addition to making loans. 

 

What are your challenges for the coming years? 
 

The management business targeting real estate properties and infrastructure assets 

depends on whether you can make good investment and whether you can devise a good 

project. Thus, in addition to obtaining information through various networks, we at the 

SPARX Group desire to make the most of its unique quality, a commitment to discovering 

new value and exploring previously-untapped investment domains, based on an 

independent mindset. 

 

 

 
Masatoshi Fukami  

Chief Executive Officer of SPARX Asset Trust & Management Co., Ltd  

 
Mr. Fukami joined Nomura Securities Co., Ltd. in 1984. After being appointed Head of the Sales 

Department at SPARX Asset Management Co., Ltd. in 1997, he was appointed Director at SPARX 

Securities Co., Ltd. in 1998 before being appointed President of the securities arm of SPARX Group Co., 

Ltd. in 2002. Mr. Fukami was appointed Executive Officer of SPARX Group Co., Ltd. in 2006 before being 

appointed Managing Director of the firm in 2007. After being appointed Director of SPARX Asset 

Management Co., Ltd. in April 2008, Mr. Fukami was appointed Head of Business Process Reforming of the 

firm in December the same year, President, CEO of SPARX Securities Co., Ltd. in 2009 and Director of 

SPARX Asset Management Co., Ltd. in 2010 before being appointed President, CEO of SPARX Green 

Energy & Technology Co., Ltd. (his current post). In February 2014, Mr. Fukami was appointed President, 

CEO of SPARX Asset Management Co., Ltd. In response to the Japan Asset Trust Corporation being made 



a subsidiary of SPARX Group Co., Ltd., he was appointed Chief Executive Officer of SPARX Asset Trust & 

Management Co., Ltd. (his current post) in April 2014 before being appointed Director of SPARX Group Co., 

Ltd. in May the same year (his current post). 

 

 

 


