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SUMMARY
Grade A rents are steadily rising as vacancy continues to tighten, demonstrating the 
strength of demand for offices in Tokyo.

 Tokyo’s Grade A office market 
remains extremely tight, as strong 
demand appears to be absorbing 
robust supply without creating 
secondary vacancies.

 Average passing rents for Grade 
A office space in the C5W grew to 
JPY34,106 per tsubo1 per month, 
representing a gain of 1.3% quarter-
on-quarter (QoQ) and 4.6% year-on-
year (YoY).

 The average Grade A office 
vacancy rate in the C5W hit 0.6% in 
Q3/2018, dipping by 10 basis points 
1 1 tsubo = 3.306 sq m or 35.583 sq ft.

(bps) QoQ and by 1.1 percentage 
points (ppts) YoY. 

 Average passing rents for large-
scale Grade B office space rose to 
JPY26,405 per tsubo per month, 
growing 1.6% QoQ and 5.4% YoY.

 The average large-scale Grade 
B office vacancy rate is 0.5%, 19bps 
lower QoQ and 51bps lower YoY. 

 Low availability is driving tenants to 
broaden their searches for relocations 
and expansions, in particular away 

“A historically large volume of 
supply has been well absorbed 
so far in 2018, and pre-
leasing for 2019 is progressing 
strongly. Fundamentals are 
solid, supporting the Tokyo 
office market as rental growth 
continues.” Savills Research 

Image: Shibuya Stream

from Shibuya and Shinjuku, where 
vacancy is extremely tight.
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Grade A offices
Grade A office rents rose 1.3% 
QoQ and 4.6% YoY in Q3/2018 to 
JPY34,106 per tsubo1. Vacancy dipped 
10 bps QoQ to finish the quarter at 
0.6%, a reduction of 1.1 ppts YoY. Low 
vacancy has been stimulating rental 
growth in the central five wards (C5W) 
since the end of 2016, and it is now 
extremely low, with all wards currently 
registering at 1% or less. Pre-leasing 
appetite is voracious, for instance, in 
Shibuya where two thirds of next year’s 
expected completions are already fully 
booked.

Corporate profits continue to grow, 
stoking expansions, while the tight 
labour market is putting pressure on 
corporations to provide an attractive 
working environment, prompting firms 
to relocate. Provided demand remains 
strong, the robust supply pipeline 
should help push rents higher, as 
new office buildings have improved 
specifications and modern layouts, 
justifying a premium. Renovation of 
older buildings is helping to bring up 
average rents from the lower end of the 
range, as well.

Large-scale Grade B 
offices 
Large-scale Grade B office2 rents rose 
1.6% QoQ and 5.4% YoY in Q3/2018, 
to JPY26,045 per tsubo. Vacancy 
dipped 19bps QoQ and 51bps YoY to 
finish the quarter at 0.5%. Vacancy is 
extremely low across the large-scale 
Grade B office market, mirroring the 
situation in Grade A. Minato, the ward 
with the highest Grade B vacancy, has 
just 1.1% availability. Vacancy there is 
declining rapidly, registering the fastest 
decline in the C5W this quarter, down 
47bps QoQ and 1.5ppts YoY.

New supply of large-scale Grade B 
offices is extremely limited, as most 
completions are Grade A. Demand for 
Grade B, however, is broad-based as 
the majority of corporations in Tokyo 
are small to medium enterprises. 
Moreover, their rents are relatively 
affordable. Further contributing to 
the imbalance, excess demand from 
Grade A appears to be spilling over 
into large-scale Grade B. These factors 
would appear to explain Grade B’s 
faster rental growth and lower vacancy 
this quarter.

1 Throughout the report, “per tsubo” is shorthand for 
“per tsubo per month”.
2 “Large-scale Grade B office” 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 
fit this definition.

GRAPH 1

Office rents and vacancy in Tokyo’s C5W*, 2011 –
Q3/2018

Source: Savills Research & Consultancy  
* Chiyoda, Chuo, Minato, Shibuya, and Shinjuku.
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GRAPH 2

Grade A office rental index by ward, 2011 – Q3/2018

Source: Savills Research & Consultancy
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GRAPH 3

Grade A office vacancy by ward, Q2/2017 – Q3/2018

Source: Savills Research & Consultancy
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Grade A rents and 
vacancy rates by ward
Chiyoda
Chiyoda’s Grade A vacancy rate of 
0.8% was 51bps wider QoQ but still 
1.3ppts tighter YoY. Grade A rents 
climbed by 0.6% QoQ and 3.1% YoY 
to JPY40,939 per tsubo. In February 
2019, Toyo Construction will relocate 
its headquarters to the Jinbocho 
Mitsui Building in Chiyoda. It expects 
to see improvements in employee 
efficiency as well as enhancements 
to its business continuity planning 
(BCP). Mitsubishi Jisho Residence is 
moving its headquarters to Otemachi 
Financial City Grand Cube. The 
company aims to streamline its 
business operations by consolidating 
its office locations, and expects that 
moving into the same building as 
its sister company, Mitsubishi Real 
Estate Services, will promote intra-
group collaboration.

Chuo
Chuo’s Grade A vacancy rate tightened 
1.1ppts QoQ and 3.0ppts YoY to 
1.0%. Grade A rents climbed by a 
similarly impressive 2.3% QoQ and 
5.5% YoY to JPY32,362 per tsubo. 
Toda Corporation will relocate its 
office, home to over 1,200 employees, 
to three separate locations in Tokyo 
as there was no single office available 
that could accommodate them all. 
Newly leased space across the three 
locations is almost 10% less than 
it currently occupies. Tokai Tokyo 
Financial Holdings will relocate its 

headquarters to the Nihonbashi 
Takashimaya Mitsui Building, almost 
doubling total leased floor space in 
the process, in order to enhance its 
market functions, productivity and 
BCP measures. WeWork is expected 
to establish its seventh base in Tokyo 
Square Garden in Kyobashi around 
November 2018, as part of ongoing 
expansion plans.

Minato
Minato’s Grade A vacancy rate 
tightened a paltry 2bps QoQ and a 
more substantial 43bps YoY, ending 
the quarter at 0.8%. Grade A rents 
climbed by 0.8% QoQ and 3.1% 
YoY to JPY31,608 per tsubo. Sekisui 
Chemical has announced that it will 
relocate its Tokyo headquarters to the 

TABLE 2

Notable office leasing transactions, Q3/2018

Source: Nikkei RE, Savills Research & Consultancy

Company
Business 

sector
Type Former/current location New location

Approximate space

tsubo sq m 

Sekisui Chemical
Construction, 

Plastics 
Manufacturing

HQ Relocation
Toranomon 2-chome Tower The Okura Prestige Tower 

3,440 11,300
Minato-ku Minato-ku

Toda Corporation Construction HQ Relocation
Toda Building Various

3,350 11,000
Chuo-ku Various

Tokai Tokyo Financial 
Holdings

Financial 
Services

HQ relocation
Nihombashi Front Nihonbashi Takashimaya Mitsui Building 

2,800 9,200
Chuo-ku Chuo-ku

Toshiba Memory Semiconductors HQ Relocation
Hamamatsucho Building msb Tamachi Tamachi Station Tower South 

2,500 8,200
Minato-ku Minato-ku

JERA Utilities Expansion
Tokyo Nihonbashi Tower Nihonbashi Takashimaya Mitsui Building 

2,000 6,600
Chuo-ku Chuo-ku

Okura Prestige Tower in Toranomon 
in late 2019, expanding rented floor 
space by over 10%. It aims to improve 
productivity and improve business 
efficiency through better integration. 
In January 2019, Toshiba Memory 
will relocate its headquarters to msb 
Tamachi Station Tower South, almost 
doubling the amount of leased space. 
Toshiba Memory aims to increase 
employee productivity and morale 
with the new office environment. In 
December, WeWork will set up its 
eighth Tokyo facility in Nogizaka, 
leasing the entirety of Sanyo Shokai 
Aoyama.

Shibuya
Shibuya’s Grade A vacancy rate 
shaved off a few more basis points 

TABLE 1

Major tenant relocations, Q3/2018

Source: Nikkei RE, Savills Research & Consultancy

Origin

Chiyoda Chuo Minato Shibuya Shinjuku Other

8 10 9 3 2 16
Destination

5 2 2 1 10 Chiyoda

2 9 3 14 Chuo

1 1 6 1 6 15 Minato

1 2 1 4 Shibuya

Shinjuku

5 5 Other
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this quarter, tightening by 5bps QoQ 
and 10bps YoY to 0.4%. Grade A rents 
climbed by 2.8% QoQ to JPY34,938 
per tsubo, for a whopping 7.3% YoY 
growth. There were relatively few 
relocations announced in Shibuya this 
quarter. Voyage Group will relocate 
its headquarters to the tentatively-
named Nanpeidai Project in May 
2019. The company aims to improve 
productivity and streamline its 
business operations by consolidating 
offices that are currently scattered 
in three locations. About 320 
employees will work at the new 
location initially, but the number is 
expected to increase in the future.

Shinjuku
Shinjuku’s Grade A rents climbed 
by 0.3% QoQ and 4.2% YoY to 
JPY30,682 per tsubo. The Grade 
A vacancy rate widened by 16bps 
QoQ, but is still 0.4ppts tighter YoY. 
Average vacancy registered just 
0.2% at the end of Q3/2018. Such a 
low rate, combined with a lack of pre-
leasing opportunities, is making office 
moves difficult. There were no reported 
moves into Shinjuku this quarter, and 
according to the Nikkei, there have 
only been two moves into Shinjuku 
this year.

MAP 1

Average rents per tsubo per month in selected submarkets, Q3/2018

Grade A buildings, average passing rent + CAM per tsubo per month in thousand JPY. Coloured areas for illustrative purposes only.  
Source: Savills Research & Consultancy

Technology companies 
expand their search
This quarter, Shibuya Stream entered 
the Grade A office market. The 35F 
mixed-use building offers an office 
net rentable area (NRA) of 47,000 sq 
m, representing a quarter of currently 
forecast Shibuya supply as far ahead 
as 2023. Google has pre-leased the 
entirety of the office space, highlighting 
the lack of available large offices in 
the area. The severe lack of vacancy 
is also evident in the number of office 
move announcements. This quarter, 
just four companies announced moves 
into Shibuya, two of which are 2019 
pre-leasing agreements. If tenants are 
unable to secure space elsewhere, 
landlords will have a strong negotiating 
position when it comes time for rent 
reviews. 

The lack of vacancy is a double-edged 
sword, however, as tenants may start 
to look elsewhere, possibly depressing 
local demand. In recent years, 
technology companies have turned 
their attention away from popular 
neighbourhoods around Shibuya 
Station and Ebisu Station in favour 
of alternative locations with more 
space and cheaper rents. Shinjuku, 
north of Shibuya, has even less 

availability, so focus has turned south 
along the pivotal Yamanote train line 
to Gotanda and Osaki. Several large 
multinational technology companies 
have already staked locations along 
this trajectory: Amazon has its 
headquarters in Meguro, between 
Ebisu and Gotanda, and Microsoft has 
occupied Shinagawa, further along the 
Yamanote line, for many years.

Changes in technology sector 
preferences could potentially have a 
large impact on the overall Tokyo office 
market. A 2017 survey carried out by 
the Japan Information Technology 
Service Industry Association found that 
the headquarters of nearly two thirds 
of technology companies in Japan 
were in Tokyo. The Ministry of Internal 
Affairs and Communications’ 2014 
Economic Census for Business Frame 
found that the number of employees 
in the technology industry ranks fourth 
after retail, accommodation, and other 
miscellaneous services industries. 
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Savills monitors rents and vacancy levels at more than 450 buildings located in Tokyo’s central five 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 figures reflect 
current vacant space without the inclusion of ‘expected’ vacancy, or that reported prior to tenants vacating their premises. As a result, 
benchmark figures, particularly vacancy rates, tend to be lower than other market indices.

Savills plc
Savills is a leading global real estate service provider listed on the London Stock Exchange. The company established in 1855, has a rich heritage with unrivalled growth. It is a company 
that leads rather than follows, and now has over 600 offices and associates throughout the Americas, Europe, Asia Pacific, Africa and the Middle East.

This report is for general informative purposes only. It may not be published, reproduced or quoted in part or in whole, nor may it be used as a basis for any contract, prospectus, 
agreement or other document without prior consent. Whilst every effort has been made to ensure its accuracy, Savills accepts no liability whatsoever for any direct or consequential loss 
arising from its use. The content is strictly copyright and reproduction of the whole or part of it in any form is prohibited without written permission from Savills Research.
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OUTLOOK
The prospects for the market

The Tokyo office market has 
been extremely tight for multiple 
consecutive quarters now and 
tenants have been finding it tough 
to arrange relocations. Particularly 
in the case of large-scale moves, 
pre-leasing has proven a realistic 
solution. However, if vacancy 
remains below the frictional level 
for an extended time, then the 
market may slow down. Shinjuku, 
for example, where availability 
has been negligible for years, has 
seen very little leasing activity and 
rental growth is lacklustre. There 
does appear to be some room 

for rental growth from renovations, 
however.

Other downside risks include 
collateral damage from geopolitical 
tensions such as a possible trade 
war, as well as the consumption 
tax hike slated for October 2019. 
Moreover, the market cycle appears 
well extended and may end abruptly 
as a result of exogenous shocks.

Demand is evidently strong, however, 
and the same robust pipeline that 
may threaten to raise vacancy is of 
a high specification, which should 

help raise average rents. Growing 
corporate profitability is stimulating 
expansions and a tight labour market 
is pushing corporations to look for 
new offices that can attract talent. 
Even firms that are not increasing 
headcount are still keen to improve 
communication and collaboration 
among divisions through relocations. 
With strong pre-leasing and a lack 
of secondary vacancy somewhat 
quelling concerns over a high volume 
of supply, the outlook for the office 
market remains positive. 


