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SUMMARY

Some new developments have shown a pause in top rents. This may dampen 
expectations for further rental growth.

The average Grade A offi ce 
vacancy rate in Tokyo’s central fi ve 
wards improved marginally by 0.1 
percentage points (ppts) over the 
preceding quarter to 1.6%, falling by 
1.4ppts year-on-year (YoY).

The estimated passing rents for 
Grade A offi ce space increased to 
JPY31,597 per tsubo per month, 
representing a 0.8% rise over the 
preceding quarter and a 3.5% increase 
YoY.

The average vacancy rate for 
large-scale Grade B offi ce properties 

remained stable at 2.3%, a marginal 
improvement of 0.1ppts over the same 
period the previous year.

The estimated passing rents for 
large-scale Grade B offi ce space 
reached JPY24,052 per tsubo, up 
0.8% quarter-on-quarter (QoQ) and 
3.4% YoY.

The difference across wards has 
become clearer. Shibuya and Shinjuku 
are very tight markets, while Minato 
appears softer due to several new 
developments where pre-leasing 
activities have run out of steam.

“Tenants continue to show strong 
demand for offi ce space and 
supply is limited over the short 
term. However, we see more 
signs of a pause in rental growth, 
as economic prospects have 
grown more uncertain. Some 
bullish owners have started to 
soften their expectations of rental 
growth.” Savills Research 

Image: Marunouchi, Tokyo
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Grade A offi ce segment
A steady fl ow of lease agreements 
has reduced vacancies in high-grade 
buildings. The average Grade A1 
offi ce vacancy rate in Tokyo’s central 
fi ve wards improved by 1.4ppts 
YoY in the second quarter to 1.6%, 
falling by 0.1ppt over the preceding 
quarter.

In the second quarter, the estimated 
passing rent for Grade A offi ce 
space increased to JPY31,597 per 
tsubo2 per month, representing a 
3.5% increase YoY and a 0.8% 
increase QoQ, reaching the highest 
rental fi gure since Q2/2009.

Large-scale Grade B 
offi ce segment
The average vacancy rate for large-
scale Grade B3 offi ce properties 
has increased by 0.4 ppts QoQ to 
2.3% as of the second quarter of 
2016. This is simply a temporary 
fl uctuation, as the fi gure still 
represents an improvement of 0.1 
ppt YoY despite the addition of new 
supply.

Signifi cantly reduced levels of 
availability have buoyed rents. The 
average monthly rent for large-
scale Grade B properties increased 
by 0.8% QoQ and 3.4% YoY to 
JPY24,052 per tsubo in the second 
quarter, the highest rental fi gure 
since Q3/2009.

Grade A rents and 
vacancy rates by ward
Chiyoda

The Grade A vacancy rate in 
Chiyoda was 1.4% in Q2/2016, an 
improvement of 0.1ppts YoY. The 
average Grade A passing rent in 
Chiyoda stood at JPY38,868 per 
tsubo, up by 0.9% QoQ and 4.0% 
YoY. Thailand’s Charoen Pokphand 
Foods (CPF) will relocate to Kioi 
Tower in October 2016. The trading 
fi rm will lease 1,000 tsubo of the 
newly developed building, along with 
other tenants such as Yahoo! Japan 
and MetLife Insurance.

1   Grade A offi ce refers to buildings located in the 
central fi ve wards of Tokyo with a GFA of 9,000 tsubo 
(30,000 sq m) or larger and a building age of less than 
15 years.
2   1 tsubo = 3.306 sq m or 35.583 sq ft
3   Large-scale Grade B offi ce refers to buildings with 
a GFA of 4,500 tsubo (15,000 sq m) and a building age 
of less than 25 years. Some buildings are included that 
do not fi t this defi nition.

GRAPH 1

Offi ce rent and vacancy rate trend in Tokyo’s 

central fi ve wards* (C5W) by grade, 2008–Q2/2016

Source: Savills Research & Consultancy 
*Tokyo’s central fi ve wards (C5W) comprise of Chiyoda, Chuo, Minato, Shibuya and Shinjuku Ward.
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GRAPH 2

Grade A offi ce rental index by ward, Q1/2011–

Q2/2016

Source: Savills Research & Consultancy
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GRAPH 3

Average Grade A offi ce vacancy rates by ward, 

Q2/2015–Q2/2016

Source: Savills Research & Consultancy
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Chuo

Chuo's average Grade A vacancy 
rate remains unchanged both 
quarterly and annually at 1.5%. The 
average Grade A passing rent in 
Chuo stood at JPY29,040 per tsubo, 
up by 1.6% QoQ and 4.8% YoY.

Chemical products manufacturer 
Taisho Technos will lease 150 
tsubo of River Gate in Nihonbashi-
Hakozaki, from the adjacent Tama 
Nihonbashi-Hakozaki Building. 
The relocation will help the fi rm 
strengthen its business relationship 
with its parent company, which 
also has its head offi ce in the same 
building.

Minato

The average Grade A vacancy rate 
in Minato continued to show a 
positive trend at 2.5% in Q2/2016 – 
the lowest rate since Q2/2012. This 
fi gure represents an improvement 
of 2.9 ppts YoY, and 0.7 ppts QoQ, 
refl ecting solid demand in the area. 
The average Grade A offi ce rent 
in Minato rose by 0.3% QoQ to 
JPY30,204 per tsubo, up 1.9% YoY. 

Haseko Livenet and other Haseko 
group companies are set to lease 
around 1,000 tsubo in the Sumitomo 
Fudosan Shibakoen First Building. 
The companies will relocate from the 
Banzai Building and the Shiba Park 
Building A as part of a reorganization 

of the group structure. Web 
operator Dip will additionally lease 
approximately 550 tsubo of the new 
Sumitomo Fudosan Roppongi Grand 
Tower. The relocation will take place 
in January 2017.

Shibuya

Shibuya’s average Grade A vacancy 
rate continues to hover at its lowest 
level, falling 0.2ppts YoY to remain 
strong at 0.4% in Q2/2016. The fi gure 
was unchanged from the preceding 
quarter. Grade A rents increased by 
0.4% QoQ to JPY31,962 per tsubo, 
up for an eighteenth consecutive 
quarter, bringing the annual growth 
rate to 3.2%. 

As a result of steady increases in its 
average Grade A rent since 2012, 
Shibuya became the second most 
expensive ward in Tokyo in Q4/2013, 
and still maintains a signifi cant lead 
over third-place Minato. NTT-ME, 
a subsidiary of NTT East, will lease 
three fl oors of the Nextsite Shibuya 
Building. The fi rm’s head offi ce is 
currently located in the NTT Shin-
Ikebukuro Building of Toshima Ward. 

Shinjuku

In Q2/2016, Shinjuku’s average 
Grade A vacancy rate improved 
by 0.4ppts over the preceding 
quarter to 0.6%. This also marks 
an improvement of 2.3ppts over the 
same period last year. 

TABLE 1

Notable offi ce leasing transactions, Q2/2016

Source: Savills Research & Consultancy, Nikkei RE 

Company Business sector Type Former building(s) / location New building(s) / location
Approximate space taken

tsubo sq m 

CPF Tokyo Trading fi rm Headquarters relocation
Shiba Nishii Building /

Minato Ward
Kioi Tower /

Chiyoda Ward
1,000 3,310

Haseko Livenet and 
other Haseko group 
companies

Real estate
Headquarters relocation/

reorganization
Banzai Building, Shiba Park 

Building A / Minato Ward

Sumitomo Fudosan 
Shibakoen First Building / 

Minato Ward
1,060 3,500

TIS Software developer
Headquarters relocation/

expansion
Sumitomo Fudosan Shinjuku 
Grand Tower / Shinjuku Ward

Nishi-Shinjuku Mitsui 
Building / Shinjuku Ward

952 3,150

Hongo Tsuji Tax & 
Consulting

Tax accounting
Headquarters relocation/

expansion
Shinjuku Center Building /

Shinjuku Ward
JR Shinjuku Miraina Tower / 

Shinjuku Ward
630 2,080

Japan Bond Trading Securities company
Headquarters relocation/

redevelopment
Harumi Park Building /

 Chuo Ward
 Toyosu Forecia /

 Koto Ward
500 1,710

While Shinjuku’s prime rental space 
is on average the least expensive 
in the central fi ve wards, rents have 
been picking up in recent quarters. 
This momentum has continued 
into Q2/2016, and rent has grown 
by 4.2% YoY and 0.7% QoQ to 
JPY27,909 per tsubo. Relocation 
activities include software developer 
TIS moving into the Nishi-Shinjuku 
Mitsui Building, and Hongo Tsuji 
Tax & Consulting moving into JR 
Shinjuku Miraina Tower. The fi rms 
will lease 952 tsubo and 630 tsubo 
respectively.

Savills monitors rents and vacancy 
levels at more than 450 buildings 
located in Tokyo’s central fi ve wards 
with a GFA of 3,000 tsubo (10,000 
sq m) or above. Unlike similar 
market information issued by other 
research institutions, the rental 
data provided relates to estimated 
passing rents, inclusive of common 
area management fees, as opposed 
to asking rents. Meanwhile, vacancy 
fi gures refl ect current vacant space 
without the inclusion of ‘expected’ 
vacancy, or that reported prior to 
tenants vacating their premises. As a 
result, benchmark fi gures, particularly 
vacancy rates, tend to be lower than 
other market indices. 
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OUTLOOK

The prospects for the market

Recent global economic 
uncertainty has dampened 
expectations of further rental 
increases, despite strong tenant 
demand for offi ce space and 
limited supply.

Top rents at some new 
developments have shown signs of 
a pause in growth, indicating that 
some bullish owners are moderating 
their expectations for further 
increases.


