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"The current tenant-friendly leasing environment helped 
to spur prime office demand over Q4. As tenants take 
advantage of historically low rents in Grade ‘A’ properties, 
however, increased pressure is likely to be placed on the 
achievable rental level of secondary products.”

 Offi ce leasing activity in Q4/2010 continued to be 
characterised by tenants taking space to facilitate 
corporate real estate consolidation. 

 Three leasing deals of over 13,000 sqm (4,000 
tsubo) of fl oor space were reported in the quarter; 
the largest comprised Toyota Tsusho Corporation’s 
relocation to the Shinagawa Front Building. 

 Q4 data showed that the rate of decline in average 
Grade ‘A’ rents in the central fi ve wards continued 
to moderate, with depreciation of around 1.2 per 
cent recorded. 

February 28, 2011

 Average Grade ‘B’ rental depreciation worsened 
over the quarter, with rents in the secondary market 
falling by approximately 2.6 per cent from Q3. 

 The average fi ve-ward Grade ‘A’ offi ce vacancy 
rate fell by approximately 60 basis points (bps) 
in Q4/2010 to stand at 4.7 per cent. The average 
Grade ‘B’ vacancy rate also witnessed nominal 
improvement, falling by around 20 bps over the 
previous quarter to 6.6 per cent.

 A total of 35 offi ce property investment transactions 
were reported in Q4/2010, six of which had a price 
tag of over JPY5 billion. 
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Tokyo Leasing Market Update

While government survey data suggests that business 
sentiment has picked up over recent months, offi ce 
leasing activity during Q4/2010 remained characterised 
by tenants taking space to facilitate corporate real 
estate consolidation. Portfolio rationalisation and cost-
effi ciency maximisation continued to be the principle 
drivers of leasing activity, although examples of 
business expansion have also been witnessed. Average 
achievable Grade ‘A’ rents for Tokyo’s central fi ve wards 
have fallen by approximately 45 per cent since the peak 
of late 2007 and appear to have reached the bottom of 
the current rental cycle. The tenant-friendly timing of the 
market has therefore allowed tenants with lease break 
options to either upgrade in terms of building quality or 
location, or renegotiate their tenancy agreements at more 
favourable terms.

Three leasing deals involving over 13,000 sqm (4,000 
tsubo) of fl oor space were reported between October 
and December. The largest of these was Toyota Tsusho 
Corporation’s relocation from its thirty-two year old 
Marunouchi headquarters to Chunichi Shimbun’s recently 
completed Shinagawa Front Building. The building is 
located near the Konan exit (east exit) of JR Shinagawa 
Station and while details of the tenancy agreement have 
not been disclosed, it is rumoured that the fi rm expanded 
its offi ce footprint by around 30 per cent to approximately 
6,600 tsubo. 

Following the implementation of a management 
integration programme between Daimei Telecom 
Engineering Corporation, Commuture Corporation and 
Todentsu Corporation, the combined entity took up almost 
18,000 sqm at Simplex Investment Advisors’ SIA Toyosu 
Building in Koto ward. The building was completed in 
August 2010 and offers approximately 30,000 sqm of 
rentable fl oor space. Elsewhere, Mitsubishi Research 
Institute relocated its head offi ce to around 14,000 sqm 
of space at Tokyu Capitol Tower, a high-rise complex 
constructed on the former site of Capitol Tokyu Hotel in 
Nagatacho, Chiyoda Ward. Precipitating the move was 
the planned redevelopment of the think-tank’s former 
headquarters, the Mitsubishi Research Institute Building 
in Otemachi, as part of the Otemachi Linked Urban 
Redevelopment Project.
 

Notable Offi ce Leasing Transactions, Q4/2010

Savills Research & Consultancy’s rental survey data for 
Q4 suggests that the rate of decline in average Grade 
‘A’ rents in Tokyo’s central fi ve wards has continued to 
moderate1. Rental depreciation equated to 1.2 per cent in 
Q4, refl ecting an improvement of 20 bps over the previous 
quarter. The prime offi ce market is believed to have hit 
the bottom of the rental cycle. Barring any signifi cant 
external shock, rental movement is therefore expected 
to fl atten out or even experience nominal growth over 
the coming quarters. 

While rental movement for Grade ‘B’ offi ces in Tokyo’s 
central fi ve wards has generally followed a similar trend 
to that of the Grade ‘A’ market over recent years, Q4 
data suggests that a small divergence has occurred2. 
Achievable rents for the secondary offi ce market fell 
by approximately 2.6 per cent between October and 
December 2010 – approximately 120 bps lower than 
the fi gure recorded in Q3. This bifurcation is considered 
to refl ect the current nature of leasing demand and the 
favourable terms available to prospective tenants. 

1 Grade ‘A’ offi ce refers to buildings located in the central fi ve wards of Tokyo with 
a GFA of 30,000 sqm (9,000 tsubo) or higher and a building age of less than 15 years.
2 Grade ‘B’ offi ce refers to buildings with a GFA of 15,000 sqm (4,500 tsubo) with 
a building age of less than 25 years. Some buildings are included that do not fi t this 
defi nition.

Company New 
Locations

Ward Former 
Locations

Area 
(tsubo/
sqm)

Type

Toyota Tsusho 
Corp.

Shinagawa Front 
Building

Minato Toyota Tsusho 
Marunouchi 

Building

6,600 / 
21,800

Consolidation

Daimei / 
Commuture 
Corp. / Todentsu 
Corp.

SIA Toyosu 
Building

Koto Locations in 
Gotanda, Meguro 

and Higashi-
Shinbashi

5,400 / 
17,850

Post-merger 
Consolidation

Mitsubishi 
Research 
Institute

Tokyu Capitol 
Tower

Chiyoda Mitsubishi 
Research 

Institute Building

4,170 / 
13,785

Relocation

Kao Customer 
Marketing 
Co., Ltd

Nitochi 
Nihombashi East 

Building

Chuo Pacifi c Marks 
Tsukiji

1,800 / 
5,950

Consolidation

Kinki Nippon 
Tourist (KNT)

Sumitomo 
Kanda-izumichuo 

Building

Chiyoda Alka East 
Building, etc

1,300 / 
4,298

Consolidation

NEC Mobiling Kasumigaseki 
Building

Chiyoda Shin-Yokohama 
Headquarters

1,200 /
3,967

Consolidation 
/ Cost-saving

Source: Savills Research & Consultancy
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QoQ Change in Grade ‘A’ and ‘B’ Offi ce Rents in 
Tokyo’s Central 5 Wards, Q4/2008 – Q4/2010

While average Grade ‘B’ rent has remained between 77 
to 80 per cent of the Grade ‘A’ average since Q4/2008, 
rental decline across the market since 2007 means that 
the current Grade ‘A’ average achievable rent is lower than 
the average Grade ‘B’ rent prior to Q2/2009. Some Grade 
‘B’ tenants who contracted leases prior to Q2/2009 have 
therefore been able to utilise lease break options to take 
higher-grade space without incurring a signifi cant step-up 
in rental payments or have been able to renegotiate their 
existing tenancy in line with the market. The diverging 
market trend has also been facilitated by the greater 
willingness of landlords to subdivide fl oorplates in higher-
grade buildings to accommodate smaller requirements, 
which previously many were reluctant to do.  
 
Average Grade ‘A’ Rent by Ward, Q4/2008 – Q4/2010

At the ward level, moderate rental decline was experienced 
in four of the fi ve core wards, with the most signifi cant fall 
of around 2.7 per cent occurring in Shinjuku. The best 
performing ward over the quarter was Chuo, where rental 
growth of 1.8 per cent in part refl ected its relatively low 
vacancy rate of 3.7 per cent. 

Average Grade ‘A’ rents for Tokyo’s premier business 
district, Chiyoda ward, averaged JPY34,200 per tsubo 
per month in Q4, as compared with the central fi ve ward 
average of JPY25,450 per tsubo. Indeed, the Grade ‘B’ 
average rent for Chiyoda ward was only modestly lower 
than the fi ve-ward Grade ‘A’ average at JPY25,190 per 
tsubo. The overall average Grade ‘B’ rent for the central 
fi ve wards was just over JPY19,500 per tsubo.   

Average Grade ‘A’ and ‘B’ Offi ce Rents and Vacancy  
in Tokyo’s Central 5 Wards, Q4/2008 – Q4/2010

The average Grade ‘A’ offi ce vacancy rate for Tokyo’s 
central f ive wards recorded an improvement of 
approximately 60 bps over the previous quarter in 
Q4/2010 to stand at 4.7 per cent. The average Grade 
‘B’ vacancy rate also witnessed nominal improvement, 
falling by around 20 bps over the quarter to 6.6 per cent. 
In terms of ward level vacancy, the Grade ‘A’ market 
witnessed its largest contraction in Shibuya, where a 
decline of 120 bps saw overall vacancy fall to 5.4 per 
cent. The largest change in the Grade ‘B’ market was 
seen in Shinjuku ward, where average vacancy fell by 
170 bps to stand at approximately 10 per cent. Despite 
this recent improvement, however, occupancy levels 
in the Shinjuku market are expected to remain under 
pressure over the near term as sizable new Grade ‘A’ 
schemes reach completion and current Grade ‘A’ and 
‘B’ occupiers capitalise on favourable leasing terms 
elsewhere to facilitate relocation and/or cost reduction.
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Savills Research I Tokyo

Savills monitors rents and vacancy levels in over 280 
buildings located in Tokyo’s central fi ve wards with a 
GFA of 10,000 sqm or above. Unlike similar market 
information issued by other research institutions, the 
rental data provided relates to achievable rents as 
opposed to asking rents, while 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 consequence, benchmark figures, 
particularly vacancy rates, tend to be somewhat lower 
than other market indices.

Tokyo Investment Market Update

According to Real Capital Analytics and other market 
sources, a total of 35 offi ce property transactions were 
reported in Q4/2010. Although the majority of the deals 
concluded during the period ranged between JPY1 billion 
and JPY4 billion in terms of acquisition price, six assets 
were transacted with a price tag exceeding JPY5 billion. 
J-REITs were involved in three of these transactions; 
the largest being Premier REIT’s JPY14.3 billion indirect 
purchase of Akihabara UDX, a 155,600 sqm property in 
Sotokanda, Chiyoda Ward, via the acquisition of a 14 per 
cent equity share in the holding company. The second 
largest transaction comprised REIT Nomura Real Estate 
Offi ce Fund’s sale of the 18,051 sqm NOF Toyocho 
Building in Shinsuna, Koto ward. The buyer of the 
property was an undisclosed domestic general operating 
company and the acquisition price was JPY8.66 billion.

The largest reported non-REIT-related transaction of the 
quarter was the JPY7.5 billion acquisition of G-Square 
Dogenzaka by Deutsche Bank's real estate investment 
management business, RREEF. The building is located 
approximately fi ve minutes’ walk from Shibuya Station 
and was completed in October 2009. At the time of 
the transaction, it was fully occupied by internet media 
company CyberAgent.


