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“High-grade offices in major regional cities are performing well. Growth is likely to 
continue, albeit at a slower pace. Vacancy has tightened to 5% and below in every 
surveyed city save Sendai.” 

High-grade offices1

High-grade office buildings in Osaka, 
Nagoya and Fukuoka have continued 
their strong performance in the 
second half of 2017. New projects 
have come online close to fully 
leased, and landlords are now raising 
rents both for the limited space 
that remains and also for contract 
renewals.

High-grade vacancy sits below 3% in 
all three major markets. 2017 supply 
has completed and already been 
largely absorbed. 

The few new buildings expected 
in 2018 and beyond are typically 
not large enough to pose a risk 
to fundamentals. Occupancy is 
squeezing tighter and tighter, making 
relocations difficult.

Average high-grade rents have 
increased in all three surveyed 
cities, both due to new completions 
and also due to landlords pushing 
through higher asking rates. Osaka’s 
prime buildings are collectively up 
6.6% over a year ago, while Nagoya’s 
have increased 3.1%. Fukuoka’s 
rents have increased an impressive 
16.5% over the same period. 

All-grade offices2

Data from Miki Shoji shows that 
marginal rental growth is continuing 
in Japan’s regional cities. Though 
most growth is still concentrated 
around each city’s major transit hub, 
increases are also now spreading to 
outer districts in some cases.   

1 In each of Osaka, Nagoya, and Fukuoka, Savills 
monitors 40-50 “high-grade” office buildings typically 
with a GFA of 15,000+ sq m (4,500 tsubo) and a building 
age of <25 years.
2 “All-grade” refers to offices typically over ~1,000 sq 
m GFA, depending on the market. Data is sourced from 
Miki Shoji.
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TABLE 1

High-grade office performance, Fall 2017

Vacancy YoY ppts Rent YoY

Osaka 1.2% -0.7 18,600 +6.6%

Nagoya 2.7% -0.5 16,900 +3.1%

Fukuoka 0.3% -0.6 15,900 +16.5%

Source: Savills Research & Consultancy

TABLE 2

All-grade office performance, Fall 2017

Vacancy YoY ppts Rent YoY

Osaka 3.8% -1.8 11,200 +1.3%

Nagoya 5.0% -1.6 10,900 +0.5%

Fukuoka 3.1% -1.6 9,400 +1.7%

Source: Miki Shoji, Savills Research & Consultancy

Vacancy is trending even tighter, 
and has now reached 5% or lower 
in every city save Sendai. Most all-
grade markets have yet to reach the 
ultra-tight conditions of high-grade 
markets, but are likely to improve 
further. All-grade vacancy in Osaka, 
Nagoya, and Fukuoka is currently 
about 2-3ppts looser than high-grade 
vacancy, but this gap could narrow 
because high-grade vacancy is 
rapidly pushing up against 0%.

Submarkets surrounding major 
transit hubs are still seeing the 
strongest all-grade growth. 
Sapporo’s Station Front area posted 
especially impressive growth at 5.0% 
year-on-year (YoY), which is stronger 
than even Tokyo’s central wards. 
Fukuoka and Sapporo outperformed 

in general this period, with almost 
all of their submarkets seeing a full 
percentage point or more of growth. 

Investor appetite 
According to a semi-annual survey by 
the Japan Real Estate Institute (JREI), 
cap rates have been compressing in 
most cities. Regional cities are still 
showing attractive yield gaps of 1.0 
to 2.0ppts over Tokyo, but actual 
market yield gaps appear narrower 
than the survey would indicate. 

Tokyo’s high sticker prices 
and limited opportunities have 
encouraged more investors to 
consider regional cities. RCA data 
indicates that purchases in Tokyo 
amounted to barely 50% of Japan-
wide YTD office investment, by 



December 2017

savills.com.jp/research  03  

Spotlight | Regional Japanese office markets

far the lowest share over the past 
decade.

Investors have not gone far, however 
– just a short trip south to Yokohama. 
The difference was largely due to 
a few high-profile acquisitions in 
Yokohama, such as Kenedix’s JPY64 
billion acquisition of Mitsubishi Heavy 
Industry’s Yokohama HQ, TOC’s 
JPY66 billion sale of TOC Minato 
Mirai, and Gaw Capital’s acquisition 
of the Minatomirai Center Building for 
over JPY80 billion.

Together, office transactions in Tokyo 
and Yokohama have totalled about 
80% of YTD volumes, which is in 
line with 2015 and 2016. Osaka and 
Nagoya especially are attracting a 
great deal of interest, but transacted 
volumes themselves are still in line 
with previous years.

Cap rates continue to tighten. One 
REIT (formerly SIA REIT) acquired 
the Daihakata Building in Fukuoka 
in October for 15.85 billion yen at 
an appraisal NOI yield of 5.1%. 
Considering that the transaction was 
with a related party, and reported 
yields are typically less sharp than 
market rates, it is likely that high-
grade buildings in Fukuoka could be 
trading tighter. Osaka and Nagoya 
are possibly even sharper. Earlier 
in the year, Global One, another 
J-REIT, obtained 50% of the Meiji 
Yasuda Life Insurance Osaka 
Midosuji Building for 9.2 billion yen 
at an estimated NOI yield of 3.8%.      

Regional macro
Japan’s regional macroeconomies 
are generally improving, benefitting 
from the government’s strenuous 
efforts to promote tourism and 
stimulate local business. The Bank 
of Japan, in its October Regional 
Economic Assessment, pronounced 
an “expanding” or “recovering” trend 
in all nine surveyed geographies 
(Table 3). The Kinki and Tokai areas 
are expanding faster than in the 
BOJ’s previous assessment in July.

Japan’s very tight labour market 
continues to be a major driver 
of office demand. The national 
unemployment rate remained flat 
in September for the fourth month 
straight at 2.8%, the tightest figure in 
the past 23 years.

GRAPH 2

Office investment volumes, 2007–YTD Q3/2017

Source: Real Capital Analytics (RCA), Savills Research & Consultancy
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GRAPH 1

Regional cap rates, 2H/2007–2H/2017

Source: JREI, Savills Research & Consultancy
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TABLE 3

BOJ regional economic assessment, Oct 2017

Region Trend Change vs July

Hokkaido (Sapporo) "Has been recovering"

Tohoku (Sendai) “Has continued its moderate 
recovery”

Kanto (Tokyo) “Expanding moderately”

Tokai (Nagoya) “Expanding”

Kinki (Osaka) “Expanding moderately”

Kyushu (Fukuoka) “Expanding moderately”

Source: Bank of Japan, Savills Research & Consultancy
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GRAPH 4

Taxable income per taxpayer, 2011–2016 

Source: Ministry of Internal Affairs and Communications, Savills Research & Consultancy
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GRAPH 3

Job-to-application ratio, selected prefectures, 
2000–Sep 2017

Source: Ministry of Health, Labour, and Welfare; Savills Research & Consultancy 
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Job-to-application ratios in the 
country’s regional markets continued 
to rise, reaching 1.52 job openings 
per applicant nationwide in 
September. Growth was particularly 
pronounced in Osaka, Aichi (Nagoya), 
and Fukuoka, which saw respective 
increases of 0.19x, 0.21x, and 0.15x 
over a year prior. All three outpaced 
Tokyo, where the job-to-application 
ratio only rose 0.04x, though it 
remains the country’s highest at 
2.07x. Such strong figures indicate 
that companies are seeking to hire 
aggressively.  

Incomes have also grown, helping 
local economies. All five regional 
cities have seen visible increases 
in taxable income per taxpayer 
over the past five years, spurred by 
strengthening economic conditions. 
The largest increase was in Nagoya, 
where per capita taxable income has 
increased 7.3% since 2011.

Outlook
High-grade buildings in Osaka, 
Nagoya, and Fukuoka have 
performed exceptionally well. 
Availabilities are almost non-
existent, relocation is difficult, 
and landlords are growing more 
aggressive in rent negotiations. 
The scant new supply that has 
come online has been snapped up 
quickly at above-average rents, 
indicating high demand for quality 
assets. Upcoming supply is minimal, 
meaning that vacancies are likely to 
stay tight over the coming years. 

All-grade buildings in the five 
surveyed markets are also 
performing better. Vacancy is 
now comfortably below 5.0% in 
all cities save Sendai, and even a 
few percentage points tighter in 
each city’s prime area. These tight 
conditions have translated to modest 
rental growth in 2017, and growth 
has also spread to some non-prime 
submarkets.

Going forward, it is likely that 
vacancy will remain ultra-tight, and 

rental growth in high-grade indices 
will continue but at a slower rate. 
Existing floor space and new supply 
are both extremely limited. As such, 
growth will now primarily be driven 
by incremental increases during 
rent reviews, which tend to be more 
gradual. There is room for further 
increases but it will take time for 
them to materialise.

Nevertheless, Japan’s five largest 
regional office markets are 
performing better than they have 
in many years and are likely to 
continue to attract increased investor 
attention. 



December 2017

savills.com.jp/research  05  

Spotlight | Regional Japanese office markets

Osaka

GRAPH 5

New large-scale NRA supply in Osaka, 2006–2020E

Source: Sanko Estate, Savills Research & Consultancy
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Osaka office market
Net Rentable Area (NRA)
Osaka’s office market totals 
2.2 million tsubo. Nakanoshima 
Festival Tower West completed in 
April, adding over 20,000 tsubo 
NRA to the market. It is now fully 
occupied. 

Osaka has just a few major projects 
on the near-term horizon. Shin-
Nankai Kaikan will be the first to 
complete, adding approximately 
10,000 tsubo near Namba Station 
next September. Obic Midosuji 
will complete in 2020, its tenant 
already decided via master lease. 
Beyond 2020, Osaka will see other 
large projects complete, namely the 
Hankyu Hanshin Building, Japan 
Post’s Umeda 3-chome Project, 
and JR’s large-scale Umekita 
redevelopment project. 

Vacancy 
High-grade office vacancy in Osaka 
has tightened 0.7ppts YoY and 
stood at 1.2% in October. Quality 
buildings are advertising almost 
no availability. The situation is so 
tight that the sight of a brokerage 
agent leaving a building in Umeda 
is enough to spark heated rumours 
of possible vacancy. 

All-grade offices are also 
performing well. Vacancy stood 
at 3.8% in October, down 1.8ppts 
from a year earlier. Shinsaibashi-
Namba recorded the largest YoY 
tightening of 4.2ppts to 3.0%. 

Shinsaibashi-Namba tightened rapidly 
over 1H/2017 and is now the second-
tightest all-grade market in Osaka 
after Umeda. 

Demand appears to be more than 
sufficient to handle new supply. This 
year’s Nakanoshima Festival Tower 
West is now fully occupied. The 
Sakurabashi Miyuki Building, just 
finished in September, has under 500 
tsubo of vacant space remaining and 
is considering letting at a premium. 
Tenants for Shin-Nankai Kaikan, due in 
September 2018, are rumoured to be 
already 50% decided. Obic Midosuji, 
due in 2020, will reportedly be fully 
leased to an affiliate of Mitsubishi 
under a master lease.

Source: Cabinet Office, Osaka Prefectural Government, Savills Research & Consultancy 
* Real GDPs for Japan, Tokyo, and Osaka are for Q3/2017, 2016, and 2015 respectively.

TABLE 4

Osaka prefecture key macro indicators*

Japan Tokyo Osaka

Real GDP (JPY trillion) 530.2 94.4 39.4

YoY% 1.4 1.1 -0.1

% of Japan 100% 18% 7%

Population (thousands) 127,000 13,800 8,800

Job to applicant ratio 1.5 2.1 1.6

Rent 
Average high-grade office rents 
in Osaka have risen 6.6% YoY to 
JPY18,600 per tsubo as of October. 
Rents for some high-quality assets 
are reaching JPY30,000 per tsubo 
and higher.

Newly-completed buildings are 
typically pushing the average 
up. Nakanoshima Festival Tower 
West is reportedly leasing in the 
low JPY20,000 per tsubo range, 
and the Umeda Station Front 
Redevelopment Project due in 2020 
is rumoured to be testing asking 
rents as high as JPY35,000; the 
current sentiment in Osaka is likely 
to support this price.
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Osaka (con't)

GRAPH 7

All-grade average rent in Osaka by 
area, 2011–Oct 2017

Source: Miki Shoji, Savills Research & Consultancy
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Average all-grade rents have now 
been growing slowly for eleven 
consecutive months, indicating 
that Osaka has finally reversed 
its period of post-crisis declines. 
Average all-grade rents across the 
city stood at JPY11,200 per tsubo 
as of October, a 1.3% increase 
YoY. Umeda drove growth in the 
first half of the year; since June, 
however, increases have been 
more pronounced in Yodoyabashi-
Honmachi and Semba.  

Umeda
High-grade rents range from 
JPY13,000 to JPY32,000 per 
tsubo per month, and average 
JPY22,100. The highest rents 
are typically found in buildings 
immediately adjacent to Osaka 
Station. No significant new supply 
is expected in Umeda until after 
2020.

Yodoyabashi-Honmachi
High-grade rents range from 
JPY11,000 to JPY25,000 per tsubo 
per month. All-grade rents have 
begun to pick up in 2017 and are 
now up 1.3% YoY after four years 
of softness. This is likely due to 
the area’s vacancy rate finally 
tightening below 5% in January.

Shin-Osaka
High-grade rents range from 
JPY14,000 to JPY21,000 per tsubo 
per month. The area’s proximity to 
Osaka’s Shinkansen terminal make 
it a popular choice for branch 

offices, but its relative distance from 
the city centre has prevented it from 
seeing some of the all-grade rental 
growth now visible in other districts.

Outlook
Demand continues to drive tight 
occupancy conditions in Osaka. 
Occupiers are snapping up space 
in new buildings almost as fast as 
they complete. The city’s rather 
limited upcoming supply should keep 
fundamentals strong and make Osaka 
a very palatable alternative to Tokyo. 

Some secondary vacancy is visible, 
especially in Osaka’s southern 
districts, as companies move north 
into high-grade space or in some 
cases move to company-owned 
buildings. Such vacancy rarely 
persists, however, as is evidenced 
by Osaka’s continually tightening all-
grade vacancy. 

The excellent performance of Osaka’s 
new buildings, as well as Umeda’s 
popularity, indicate that recent rental 
growth is driven by demand for quality. 
Osaka’s low supply and ultra-tight 
vacancy could actually result in slower 
average growth over the coming years 
as relocations become difficult and 
new leasing contracts scarce.

GRAPH 6

All-grade vacancy rate in Osaka by 
area, 2011–Oct 2017

Source: Miki Shoji, Savills Research & Consultancy
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TABLE 5

Osaka high-grade offices

2H/2017 HoH YoY

Rent 18,600 +4.1% +6.6%

Vacancy 1.2% -0.6ppts -0.7ppts

Top rent 32,000+ +6.7% +14.3%

Source: Savills Research & Consultancy



December 2017

savills.com.jp/research  07  

Spotlight | Regional Japanese office markets

Nagoya

GRAPH 8

New large-scale NRA supply in Nagoya, 2006–2020E

Source: Sanko Estate, Savills Research & Consultancy
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Nagoya office market
NRA
Nagoya’s total office NRA amounts 
to 1.0 million tsubo. The opening 
of JR Gate Tower in February 
and Global Gate Tower in March 
expanded the market size by 
about 12,000 tsubo. Upcoming 
supply is now very sparse. 
The Nishiki 2-chome Project is 
expected to complete in 2018, 
adding approximately 10,000 
tsubo to the market, but no other 
major buildings are expected until 
Meitetsu’s major redevelopment 
project due in 2022.

Vacancy
High-grade vacancy in Nagoya 
has tightened 0.5ppts YoY to sit 
at 2.7% as of October. The large, 
new, premium towers in front of 
Nagoya Station are extremely 
popular and availabilities are 
scarce. JR Gate completed in April 
at almost full occupancy and is 
now advertising very limited space. 
JR’s station-front towers are in 
such demand that the company 
is generally not going through 
brokers. 2015-2017 completions 
have noticeably increased the 
working population around Nagoya 
Station.

Global Gate, which opened one 
station south of Nagoya Station in 
April, is also doing well considering 
its infrastructure woes. It is about 

70% full, despite the fact that a local 
government-led underground walk 
that was supposed to connect it to 
Nagoya Station has been delayed 
until 2020. Access is currently 
supplemented by shuttle bus and 
the remaining vacancy is expected 
to substantially fill by the end of the 
year.

The Nishiki 2-chome Project, due 
in 2018, is rumoured to be fully 
occupied by the Bank of Tokyo 
Mitsubishi UFJ.

All-grade vacancy has been trending 
steadily tighter since 2010, and stood 
at exactly 5.0% as of October. This is 
1.6ppts tighter YoY. 

In fact, all-grade vacancy in every 
submarket has converged to a 
narrow band around 5% – the highest 
all-grade vacancy was observed in 
Sakae at 5.3% while the lowest was 
in Marunouchi at 4.7%. Tightening 
all-grade vacancy appears to indicate 
that high demand for space in 
Meieki’s prime towers is not causing 
significant secondary vacancies 
elsewhere.

Demand appears strong enough 
to absorb upcoming projects. It is 
rumoured that the Aichi Labor Bureau 
will fully occupy the office portion of 
the Yamaichi Building, due in January 
2019 in Fushimi. The Fushimi Building 

TABLE 6

Aichi prefecture key macro indicators*

Japan Tokyo Aichi

Real GDP (JPY trillion) 530.2 94.4 36.0

YoY% 1.4 1.1 0.0

% of Japan 100% 18% 7%

Population (thousands) 127,000 13,800 7,500

Job to applicant ratio 1.5 2.1 1.9

Source: Cabinet Office, Aichi Prefectural Government, Savills Research & Consultancy 
* Real GDPs for Japan, Tokyo, and Aichi are for Q3/2017, 2016, and 2014 respectively.
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Nagoya (con't)

GRAPH 9

All-grade vacancy rate in Nagoya by 
area, 2011–Oct 2017

Source: Miki Shoji, Savills Research & Consultancy
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due in fall of the same year is 
also rumoured to be planning on 
seeking rents 10% higher than 
current surrounding market rents.

Rent
Average high-grade office rents in 
Nagoya have risen 3.1% YoY to 
JPY16,900 per tsubo per month. 
This was driven mainly by Meieki 
and Sakae, which have each seen 
increases of about 200 yen per 
tsubo over the past 12 months.

High-grade rental increases in 
Nagoya have become somewhat 
shallower than in Osaka and 
mainly visible within the Meieki 
area. Top rents in Meieki are 
pushing above JPY30,000 per 
tsubo per month, handily matching 
Osaka’s high-grade assets. 

All-grade rents in Nagoya 
averaged JPY10,900 per tsubo 
in October, increasing 0.5% 
YoY. Meieki has driven much of 
Nagoya’s recent growth due to 
its new high-grade buildings, but 
growth has plateaued now that 
they are full. Tightening vacancy 
and low supply are likely to result 
in additional rental growth, though 
the pace is likely to remain slow.

Meieki
High-grade rents range from 
JPY14,000 to JPY30,000 per 
tsubo per month. Nagoya’s 
newest state-of-the-art buildings 
are almost exclusively located 

in Meieki. Meitetsu’s high-profile 
development due in 2022 is also 
located in Meieki. Fundamentals have 
done well as a result, but transactions 
have become scarce.  

Fushimi
High-grade rents range from 
JPY12,000 to JPY20,000 per 
tsubo per month. Fushimi’s close 
proximity to Meieki and smaller-scale 
buildings have attracted significant 
investor interest over the past year. 
Office supply is scarce, but the 
area is seeing new hotel and condo 
developments.  

Outlook
The notable success of high-grade 
projects in Meieki has reinvigorated 
Nagoya’s CBD. Tenants have hungrily 
snapped up available premium space, 
indicating a clear demand for quality. 
Strengthening all-grade vacancy 
in the rest of the city furthermore 
indicates that Meieki’s success has 
not come at the expense of Nagoya’s 
other districts, although rental growth 
has remained fairly localised in Meieki.

No new large-scale developments 
are planned until Meitetsu’s mixed-
use project in 2022, so Nagoya’s 
office market should remain tight and 
continue to grow.

TABLE 7

Nagoya high-grade offices

2H/2017 HoH YoY

Rent 16,900 +1.1% +3.1%

Vacancy 2.7% -1.0ppts -0.5ppts

Top rent 30,000 0.0% 0.0%

Source: Savills Research & Consultancy

GRAPH 10

All-grade average rent in Nagoya by 
area, 2011–Oct 2017

Source: Miki Shoji, Savills Research & Consultancy
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Fukuoka 

GRAPH 11

New large-scale NRA supply in Fukuoka, 2006–
2020E

Source: Sanko Estate, Savills Research & Consultancy
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Fukuoka office market
NRA
Total NRA in Fukuoka’s office 
market currently sits at 0.7 million 
tsubo. Fukuoka’s office supply is 
expected to balloon significantly 
under the city’s Tenjin Big Bang 
initiative. The initiative involves 
30 office redevelopment projects, 
expanding total floor space 
in Tenjin by 70% and working 
population by 140%. The first 
major projects will not complete 
until 2021-2024, however, and 
the city is facing a severe supply 
shortage that will likely persist until 
then.

Vacancy
High-grade office vacancy 
in Fukuoka has tightened 
even further and now sits at a 
claustrophobic 0.3%, making it 
the tightest high-grade market 
surveyed in this report. Large 
blocks of space are essentially 
unavailable. Some Tenjin Big Bang 
redevelopment projects have been 
delayed because of the difficulty of 
finding suitable temporary space 
for companies to relocate during 
construction. 

Leasing brokers are becoming 
more creative in their strategy. It is 
now relatively common for brokers 
to try and introduce landlords and 
potential tenants even when no 
vacant space is available, simply 

TABLE 8

Fukuoka prefecture key macro indicators*

Japan Tokyo Fukuoka

Real GDP (JPY trillion) 530.2 94.4 18.1

YoY% 1.4 1.1 1.5

% of Japan 100% 18% 4%

Population (thousands) 127,000 13,800 5,100

Job to applicant ratio 1.5 2.1 1.5

Source: Cabinet Office, Osaka Prefectural Government, Savills Research & Consultancy 
* Real GDPs for Japan, Tokyo, and Fukuoka are for Q3/2017, 2016, and 2014 respectively.

to build relationships and be ready in 
case availabilities appear. Free rent 
incentives have all but disappeared. 
In some situations, low-performing 
2F and 3F retail spaces are being 
converted to office to accommodate 
demand. Some occupiers have to 
consider tighter office layouts.

All-grade vacancy sits at 3.1% as 
of October, 1.6ppts tighter against a 
year ago. All submarkets are tighter 
than 4% save Akasaka, the area most 
distant from Hakata Station. 

Rent
High-grade office rents have risen 
aggressively over the past year, 
reaching JPY15,900 per tsubo per 

month on average in 2H/2017. This is 
7.5% higher than 1H and a full 16.5% 
higher than a year ago. High demand, 
next-to-no availability, and the promise 
of imminent revitalisation through the 
Tenjin Big Bang project have created 
fertile ground for increases. 

Top rents have reached approximately 
JPY22,000. This is still less than 
top rents in Osaka and Nagoya, but 
landlords are increasingly eyeing 
higher figures. The Kamiyo Hakata 
Chuo Building, due in April 2018 in 
front of Hakata Station, already has 
only a few floors of empty space 
remaining and likely expects to 
achieve higher than JPY20,000 for 
them.  
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Fukuoka (con't)

All-grade rents are continuing their 
upward climb from early 2017. 
The city’s current average stands 
at JPY9,400 per tsubo per month 
as of October, up 1.7% against 
the same time last year. Only the 
Yakuin submarket is slow. All other 
areas are showing YoY growth 
of 1% or more. Hakata Station 
Southeast, the most affordable 
submarket, has posted impressive 
YoY growth of 4.0%. If the trend 
continues it could overtake Gion 
and Akasaka in 2018.
  
Station Front
High-grade rents in front of Hakata 
Station range from JPY16,000 
to JPY20,000 or more per tsubo 
per month. The submarket has 
fully absorbed the JRJP Hakata 
Building (GFA 13,300 tsubo) at 
premium rents. No further supply is 
planned after early 2018, resulting 
in continued airtight occupancy.   

Tenjin
High-grade rents range from 
JPY13,000 to JPY20,000 or 
more per tsubo per month. 
Tenjin is poised to see massive 
redevelopment in the early 2020s 
via the Tenjin Big Bang project, 
but will remain extremely supply-
constrained until then. Fukuoka 
Jisho is reportedly looking to 
achieve very ambitious rents of 
JPY30,000 for its Tenjin Business 
Center due in 2021. The company 
is seeking to court “unicorn” 

TABLE 9

Fukuoka high-grade offices

2H/2017 HoH YoY

Rent 15,900 +7.5% +16.5%

Vacancy 0.3% -0.1ppts -0.6ppts

Top rent 20,000+ 0.0%+ 0.0%+

Source: Savills Research & Consultancy

GRAPH 12

All-grade vacancy rate in Fukuoka 
by area, 2011–Oct 2017

Source: Miki Shoji, Savills Research & Consultancy
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GRAPH 13

All-grade average rent in Fukuoka 
by area, 2011–Oct 2017

Source: Miki Shoji, Savills Research & Consultancy
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tenants in order to help it achieve this 
goal. For example, it recently attracted 
a cryptocurrency company from 
Shibuya. Further successes could 
help it realise its ambitious plan.

Outlook
Given Fukuoka’s ultra-tight conditions 
and limited supply, rents are expected 
to rise, albeit at a slower pace due to 
lack of availability. Coworking spaces 
could be suitable for Fukuoka’s ultra-
tight conditions.

Fukuoka is taking strategic measures 
to improve its future prospects. The 
city government is actively courting 
business and investment through 
its Tenjin Big Bang project and 
other initiatives. For example, as of 
2016, the municipality implemented 
a programme to subsidise rent for 
select foreign entrepreneurs.

Fukuoka’s population is among the 
youngest and fastest growing in 
Japan. The mayor, who is himself 
in his mid-40s, has worked hard to 
build Fukuoka’s image into a frontier 
for innovation. He eagerly publicises 
some of the city’s more avant-garde 
initiatives, such as a specialised 
citywide wireless network to support 
internet-of-things tech. Such talk 
has attracted a fair bit of positive 
attention; office fundamentals could 
continue to improve if the city is 
successful in its efforts.
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Sendai 

GRAPH 14

All-grade vacancy rate in Sendai by 
area, Apr 2011–Oct 2017

Source: Miki Shoji, Savills Research & Consultancy
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GRAPH 15

All-grade average rent in Sendai by 
area, Apr 2011–Oct 2017

Source: Miki Shoji, Savills Research & Consultancy
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Sendai office market
NRA
As of October 2017, Sendai’s 
office market totalled 0.5 million 
tsubo, about half the size of that of 
Nagoya and one quarter of Osaka’s 
market. Significant large-scale 
supply came online almost every 
year between 2007 and 2012, but 
new construction has slowed to a 
crawl after the Great East Japan 
Earthquake. 

Nomura Real Estate completed 
the 2,600 tsubo NRA Aoba-dori 
Building in April 2017. No future 
large-scale supply is currently 
planned for the market.

Vacancy
Sendai’s average all-grade 
vacancy rate sits at 7.1% as of 
October 2017. This represents 
a tightening of 1.6% against a 
year earlier. No area of Sendai 
has yet to tighten below 5%, 
but the Station Front submarket 
is close at 5.6%. If the current 
pace continues, it may strengthen 
below 5% in 2018.

The Aoba-dori Building 
commenced operations near 
full capacity in April, indicating 
that there could be appetite for 
additional high-grade supply.

Rent
Average all-grade rents in Sendai 
stood at exactly JPY9,000 per 

tsubo per month in October 2017, 
edging up 0.3ppts YoY. Though this 
appears sluggish, it is a significant 
breakthrough for Sendai, which has 
heretofore posted small YoY decreases 
almost every month since 2013. 
Growth is driven by the Station Front 
submarket, which is up 1.2% YoY. If 
vacancy continues to tighten, the city 
could see additional increases going 
forward.

Outlook
Sendai’s station front area has finally 
seen rental growth. Though movement 
in either direction should remain 
subdued over the coming years, it is 
possible that shallow growth could 
continue.

Demand in Sendai is substantially 
driven by IT and software companies 
such as IBM, Amazon, Mercari, 
and Groupon, which often establish 
customer support centres in the city. 
The presence of such companies 
could attract and retain talent. This is 
especially important for Sendai – the 
NLI Research Institute identifies the 
departure of high school graduates 
as a notable challenge for the city’s 
economy. Additional high-profile 
companies could help keep youth in 
the city.

Such companies may not significantly 
expand their presences until Sendai 
demonstrates stronger economic 
prospects. Despite the success of 
the Aoba-dori Building this year, there 

TABLE 10

Miyagi prefecture key macro indicators*

Japan Tokyo Miyagi

Real GDP (JPY trillion) 530.2 94.4 9.2

YoY% 1.4 1.1 0.9

% of Japan 100% 18% 2%

Population (thousands) 127,000 13,800 2,300

Job to applicant ratio 1.5 2.1 1.6

Source: Cabinet Office, Miyagi Prefectural Government, Savills Research & Consultancy 
* Real GDPs for Japan, Tokyo, and Miyagi are for Q3/2017, 2016, and 2015 respectively.

are no other major projects on the 
horizon. One of Sendai’s biggest 
advantages could be that now all 
other major markets are full, and 
it may make economic sense for 
expanding companies to seek space 
in Sendai.

Though there are now some signs of 
growth, especially in the Station Front 
area, it is likely that rents in Sendai will 
stay relatively flat for the time being 
in the absence of notable positive or 
negative shocks.
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Sapporo 

Sapporo office market
NRA 
Sapporo’s total office NRA is 
about 0.5 million tsubo. Over 
half of Sapporo’s NRA is located 
immediately to the south of 
Sapporo Station and along Odori 
Park.

As in other regional markets, 
large-scale office development has 
slowed to a crawl despite ultra-tight 
vacancy. The Sapporo Fukoku 
Seimei Koshiyama Building opened 
in January at full occupancy. 
Sapporo Sousei Square is expected 
to finish in March 2018 with a GFA 
of 40,000 tsubo.

New projects are sparse following 
Sosei Square, with only 3,000 GFA 
coming online in May 2019 in the 
form of the Sapporo Daido Seimei 
Building.

Vacancy
Sapporo’s average all-grade 
vacancy rate stands at 2.6% as of 
October 2017, tightening 1.2ppts 
YoY. Sapporo is the tightest 
all-grade market surveyed in this 
report. Vacancy is below 2% in 
all submarkets north of Odori 
Park. Even south of the park, 
vacancy rates are averaging 5-6%, 
demonstrating the city’s extremely 
limited availability. 

Demand in Sapporo is substantially 
driven by call centre activity and 

TABLE 11

Hokkaido prefecture key macro indicators*

Japan Tokyo Hokkaido

Real GDP (JPY trillion) 530.2 94.4 18.5

YoY% 1.4 1.1 1.1

% of Japan 100% 18% 3%

Population (thousands) 127,000 13,800 5,300

Job to applicant ratio 1.5 2.1 1.1

Source: Cabinet Office, Hokkaido Prefectural Government, Savills Research & Consultancy 
* Real GDPs for Japan, Tokyo, and Hokkaido are for Q3/2017, 2016, and 2014 respectively.

GRAPH 16

All-grade vacancy rate in Sapporo by area, 2011–
Oct 2017

Source: Miki Shoji, Savills Research & Consultancy
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GRAPH 17

All-grade average rent in Sapporo by area, 2011–
Oct 2017

Source: Miki Shoji, Savills Research & Consultancy
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Sapporo (con't)

back office functions, which have 
grown steadily over the past 
decade.

Rent 
At 2.1% YoY, all-grade rental 
growth in Sapporo is noticeably 
better than in all other regional 
markets. The current citywide 
average is JPY8,400 per tsubo 
per month as of October. Rents 
are increasing marginally in all 
submarkets save Outer South, 
which is flat. Rents in the Station 
Front submarket have increased 
5.0% over the last 12 months, 
which is stronger than even central 
Tokyo’s average of 3.8%.   

Though asking rents for Sapporo 
Sousei Square are not public, 
Officee, a leasing broker, puts its 
local estimate at JPY20-25,000 
per tsubo per month. If true, this 
would place it in line with some 
high-grade buildings in Nagoya and 
Osaka.

Outlook
The performance of Sapporo 
Sousei Square could function as 
a good bellwether for Sapporo’s 
future demand. It appears that 
leasing is likely to go well.

Sapporo’s economic outlook has 
improved since 2016. Consumption 

is up, and supermarket and department 
store sales have posted around 2.5% 
YoY growth throughout 2017. The 
city’s population is increasing due to 
urbanisation. Tourists are flocking to 
Sapporo; the city has posted between 
20-40% YoY growth in international 
arrivals almost every month this year.

Though planned office developments 
are scarce after Sousei Square, a 50F 
condo tower is scheduled to complete 
north of Sapporo Station in 2021. 


