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SUMMARY
Central Tokyo Grade A rents rose by 6.0% in 2013, with robust take-up and falling availability 
providing a boon for landlords.

 Average Grade A office passing 
rents in Tokyo’s central five wards 
stood at JPY27,265 per tsubo in 
Q4/2013, up 1.1% quarter-on-quarter 
(QoQ) and 6.0% year-on-year (YoY).

 This positive rental trend was 
driven by strong occupier demand 
for quality relocation space, reduced 
availability in certain districts and 
improved business sentiment. 

 The Grade A office vacancy rates 
in the central five wards improved for 
a third consecutive quarter, declining 
10 basis points (bps) QoQ to 5.8%.

 The average rent for large-scale 
Grade B office space stood at 
JPY20,410 per tsubo, with limited 
availability spurring a rental increase 
of 1.1% QoQ or 6.7% YoY. 

 The large-scale Grade B office 
vacancy rate was 4.2%, up 20 bps 
QoQ, but remaining substantially 
lower than the Grade A average.

 While tenants generally remain 
averse to increasing total occupancy 
costs, the steady absorption of 
excess supply is gradually shifting 
the balance of power in favour of the 
landlords, a fact that will support the 
rental recovery in the near term.

“Sustained demand for office 
consolidations and upgrades 
led to a steady improvement in 
the prime vacancy rate through 
2013. This trend is expected 
to continue, given healthy 
levels of pre-leasing at Grade 
A projects completing in 2014.”                                        
Will Johnson, Savills Research 

Image: Roppongi T-CUBE, Midtown Tower – Minato Ward
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Market summary
Tokyo’s prime office market 
demonstrated a steady recovery in 
2013, with robust occupier demand 
eating away at primary vacancies 
in a number of recently completed 
buildings. In Q4/2013, the average 
passing rent of Savills basket of Grade 
A office buildings1 in the central five 
wards of Tokyo2 was JPY27,265 per 
tsubo3 per month, inclusive of common 
area management fees. This represents 
a 1.1% increase QoQ and a healthy 
6.0% recovery for 2013 as a whole.
Key drivers of rental growth during 
2013 include: 

1) The launch of large-scale high-
specification buildings in traditionally 
Grade-B locations, which have 

1 Grade A office refers to buildings located in the 
central five wards of Tokyo with a GFA of 30,000 sq 
m (9,000 tsubo) or higher and a building age of less 
than 15 years.
2 The central five wards that make up the Tokyo 
CBD are Chiyoda, Chuo, Minato, Shibuya and 
Shinjuku.
3 1 tsubo = 3.306 sq m or 35.583 sq ft.

commanded pricing at the upper end of 
the rental spectrum due to their scarcity 
value;

2) The limited availability of prime 
space, particularly large contiguous 
floorplates, in Tokyo’s most competitive 
submarkets;

3) Improved business sentiment in 
light of Japan’s improved economic 
outlook and ‘Abenomics’. This has led 
to an increased number of floor space 
expansions to facilitate anticipated 
headcount growth, as well as a greater 
willingness among some tenants to pay 
a premium for top-end facilities and/or 
location.

Tokyo’s Grade A vacancy rate 
continued its downward trend for a 
third consecutive quarter, declining 10 
bps QoQ to 5.8%. This represents the 
lowest level of availability since a bulge 
in new supply caused the vacancy rate 
to jump to a recent high of 7.0% in 
Q2/2012. 

Reflective of the limited amount 
of space available for lease in 
the top half of the secondary 
market, large-scale Grade B office 
properties4 similarly demonstrated 
sustained rental uplift through 2013. 
Commanding average passing rents 
of JPY20,640 per tsubo in the fourth 
quarter, this rental subsector was up 
1.1% QoQ, or 6.7% on a YoY basis.

The average vacancy rate for large-
scale Grade B office properties 
stood at 4.2%, up 20 bps QoQ, but 
remaining substantially lower than 
the Grade A average. This relative 
positioning marks a reversal of the 
trend seen prior to the speculative 
supply glut of Q2/2012, which tilted 
the supply-demand balance in favour 
of tenants in certain submarkets. 
Excess supply has been gradually 
absorbed over recent quarters, 
predominantly at the expense of 
older, small- to mid-scale Grade B 
stock and outmoded owner-occupier 
buildings. Bifurcation of the Grade B 
market has resulted in uncompetitive 
properties being removed from the 
market, often for redevelopment.

Savills monitors rents and vacancy 
levels in over 280 buildings located 
in Tokyo’s central five wards with a 
GFA of 10,000 sq m or above. Unlike 
similar market information issued by 
other research institutions, the rental 
data provided relates to estimated 
passing rents as opposed to asking 
rents, whereas vacancy figures reflect 
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 lower than 
other market indices.

Grade A rents and 
vacancy rates by ward
Chiyoda
Grade A office passing rents 
in Chiyoda Ward averaged 
approximately JPY34,460 per tsubo 
in Q4/2013, up 2.3% YoY. On a 
QoQ basis, the submarket rental 
average rose 0.6%, marking a ninth 
consecutive quarter of growth at a 
rate of less than 1%. 

The premium payable for prime 
office space in Chiyoda – Tokyo’s 
most expensive office submarket – 
tightened 420 bps YoY to just over 
25%, its lowest level since Q1/2009. 
This movement is reflective of 
the faster rates of growth seen in 
neighbouring submarkets through the 

4 Grade B office refers to buildings with a GFA of 
15,000 sq m (4,500 tsubo) with a building age of 
less than 25 years. Some buildings are included 
that do not fit this definition.

GRAPH 2

YoY change in office passing rents in Tokyo’s central five wards by 
grade, Q4/2009–Q4/2013

Source: Savills Research & Consultancy
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GRAPH 1

Office rents and vacancy rates in Tokyo’s central five wards by grade, 
Q4/2011–Q4/2013

Source: Savills Research & Consultancy
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year, a trend that was spurred by the 
completion of new landmark buildings 
in commercial districts where Grade A 
stock is relatively limited.

Chiyoda’s average Grade A vacancy 
rate stood at 4.7%, down 10 bps QoQ 
and a notable 337 bps from the ward’s 
recent peak of 8.1% in Q4/2012.  

Chuo
The average Grade A passing rent in 
Chuo Ward stood at JPY24,680 per 
tsubo. This represents a 1.1% increase 
QoQ and a jump of 11.1% YoY, with 
new buildings completed early in the 
year achieving strong pricing levels in 
what was previously an under-supplied 
submarket.

Take-up at both established and 
recently-completed buildings saw 
Chuo’s average Grade A vacancy rate 
decline by a healthy 110 bps in the 
fourth quarter to stand at 5.7%. This 
figure compares with a recent low 
of 2.8% in Q3/2012, prior to recent 
completions. 

Tenants continued to demonstrate 
demand for new and upcoming 
developments. Of note, Astellas 
Pharma decided to relocate its 
Itabashi Ward branch office to the 
Muromachi Furukawa Mitsui Building, 
a large-scale mixed-use development 
that will complete in Q1/2014. The 
pharmaceutical company will occupy 
all of the office floors in the building, 
accounting for approximately 5,935 
tsubo (19,620 sq m) of floor space. 

Minato
Average Grade A office rents in Minato 
reached approximately JPY27,350 per 
tsubo, up 1.0% QoQ or 5.5% on a YoY 
basis. 

Despite healthy levels of take-up at 
a handful of landmark buildings, the 
overall submarket vacancy rate rose 
170 bps to 6.8% compared with the 
previous quarter. This was principally 
due to Sony’s decision to vacate 
the Shinagawa Intercity C Building 
near JR Shinagawa Station and 
relocate operations to its company 
headquarters and two other buildings 
owned or leased by the group.

Major leasing deals saw Novartis 
Pharma take seven floors at 
Toranomon Hills, Mori Building’s 
large-scale mixed-use tower that is 
due for completion in summer 2014. 
The pharmaceuticals company will 
consolidate business lines and group 
affiliates currently separated across 
four buildings within approximately 
6,874 tsubo (22,724 sq m) of space at 
the building.  

Shibuya
The average Grade A passing rent 
in Shibuya stood at approximately 
JPY27,385 per tsubo in Q4/2013, 
reflecting a 2.2% increase over the 
preceding quarter and a strong 
increase of 10.7% YoY. 

Driving Shibuya’s positive rental 
performance in recent quarters has 
been its limited supply of prime stock. 
The average vacancy rate for this ward 
fell to just 1.8% in the last quarter of 
the year, down 40 bps QoQ and 128 
bps YoY. Strong levels of demand 
from tenants, particularly those in the 
IT and online services industries, have 
enabled landlords to command a rising 
premium for vacant units. 

Shinjuku
Shinjuku’s average Grade A rent 
recorded a marginal quarterly increase 
of 0.6% in the fourth quarter to stand 
at approximately JPY22,440 per 
tsubo. Despite offering the cheapest 
prime rental space on average of the 
central five wards, Shinjuku’s rental 

GRAPH 4

Average Grade A office vacancy rates by ward, Q4/2012–Q4/2013

Source: Savills Research & Consultancy
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recovery has been dampened in recent 
quarters by comparatively high levels 
of vacant stock, while historically low 
rents elsewhere have created stiff 
competition for occupier requirements.

Markedly higher than Tokyo’s 
average, Shinjuku’s vacancy rate 
remained above the 10% threshold 
for a seventh consecutive quarter in 
Q4/2013. Nonetheless, recent signs of 
improvement include a 60-bp fall in the 
vacancy rate in Q4/2013, following the 
130-bp drop seen in the third quarter. 

Having lagged the other central 
wards, Shinjuku appears to be at 
a turning point in terms of its rent 
potential. Competing submarkets now 
look comparatively expensive, while 
the availability of large contiguous 
floorplates has become increasingly 
limited elsewhere in the CBD. This 
provides an opportunity for Shinjuku to 
attract tenants with larger requirements 
for business consolidation purposes 
and back office functions.

GRAPH 3

Average Grade A office rents by ward, Q4/2012–Q4/2013

Source: Savills Research & Consultancy
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OUTLOOK
The prospects for the market
In general, tenants continue to be averse to 
increasing total occupancy costs. Nonetheless, 
demand for high-quality office space remains strong, 
with leasing brokers reporting a steady stream of 
requirements from occupiers of all sizes. Motivating 
factors include relocation from outmoded or 
inefficient premises; consolidating separate business 
lines or group companies on single floors or within 
a single building; and, increasingly, floor space 
expansion to allow headcount growth.

Given the relatively limited new supply pipeline 
in 2014, the aforementioned leasing demand 
generators are expected to bring about further 
declines in the overall vacancy rate. Restricted 
availability is already evident in several key 
submarkets. Moreover, major landlords are now, on 
the whole, willing to subdivide Grade A floorplates 
to accommodate Tokyo’s wealth of small and 
medium enterprises. This should continue to swing 
the balance of favour from the tenants to building 
owners, supporting the rental recovery in the near 
term.   

TABLE 1

Notable office leasing transactions, Q4/2013

Source: Savills Research & Consultancy

Company
Business 

sector
Type

Former building(s)/

location

New building(s)/

location

Approximate 

space taken

tsubo sq m

Novartis 

Pharma
Pharmaceuticals

Headquarters 

relocation/

consolidation

Four locations 

in Minato Ward, 

including the 

Nishi-Azabu Mitsui 

Building

Toranomon 

Hills/Minato 

Ward

6,874 22,724

Astellas 

Pharma
Pharmaceuticals

Branch office 

relocation

Astellas Lotus 

Garden/ Hasune, 

Itabashi Ward

Muromachi 

Furukawa Mitsui 

Building/Chuo 

Ward

5,935 19,620

Avex Group 

Holdings
Music industry

Interim 

headquarters 

relocation 

(existing 

building to be 

reconstructed)

Avex Headquarters/

Minami-Aoyama, 

Minato Ward

 Izumi Garden 

Tower/ 

Roppongi, 

Minato Ward

3,500 11,570

Maeda 

Corporation
Construction

Headquarters 

relocation

Sumitomo 

Fudosan 

Sarugakucho 

Building/Chiyoda 

Ward

 Iidabashi Grand 

Bloom/Chiyoda 

Ward

1,600 5,289

Wako Pure 

Chemical 

Industries

Chemical 

manufacturing

Headquarters 

relocation/

consolidation/ 

expansion

 Two locations 

in Nihonbashi-

Honcho, Chuo Ward

Nihonbashi-

Honcho Tokyu 

Building/Chuo 

Ward

1,000 3,306


