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“Average rents of modern units showed growth in Q1, suggesting they 
have hit the bottom of the current cycle, while J-REIT residential occupancy 
also continued to improve, reaching their highest level in over two years. 
Demand for luxury residential is expected to soften over the coming 
months as a result of the tragic natural disasters in March, however the 
fundamentals of the mid-market residential sector will remain sound.”

 Average asking rents for modern residential units 
in Tokyo’s core eight wards rose by 0.5% during 
Q1/2011 compared with a decline of 0.7% in 
Q4/2010, suggesting the rental market has reached 
the bottom of the current cycle.

 While Shibuya and Meguro Wards continued to 
experience nominal rental decline, Shinjuku and 
Setagaya Wards enjoyed moderate growth, driven 
by an uplift in demand for two-bedroom and one-
bedroom units respectively.

 Some coastal districts in the Greater Tokyo area 
such as Urayasu City have been affected by soil 
liquefaction as a result of the Great East Japan 
Earthquake, prompting increased demand for 
nearby inland-residential locations in Tokyo’s 23 
wards and Chiba Prefecture. 

Q1/2011

 The average occupancy rate of J-REIT residential 
assets in Tokyo’s core eight wards demonstrated 
continued improvement, rising by approximately 
1.3% QoQ to 96%. This represents both the highest 
level and the greatest quarterly increase in over 
two years.

 Meguro Ward was the only core ward to experience 
a fall in occupancy levels in Q1. Corporate contract 
cancellation around the end of the fi scal year might 
be one of the reasons for this decline.

 Average asking rents for luxury residential units 
in central Tokyo averaged JPY4,891 per sq m 
per month - approximately 23% higher than 
comparable rents for mass-market properties. This 
premium could, however, be squeezed in the near 
term as a result of subdued post-quake sentiment.
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Tokyo residential leasing market overview

In Q1/2011, quarterly change in asking rents for 
modern residential units1 in Tokyo’s eight core wards2 
demonstrated positive movement for the fi rst time in over 
two years. Compared with a decline of 0.7% in Q4/2010, 
the average eight-ward rent increased by 0.5% during the 
quarter to stand at JPY3,977 per sq m (JPY13,148 per 
tsubo) per month. Two of the core eight wards experienced 
rental declines over the three-month period, down from fi ve 
wards in the previous quarter. The average monthly rent 
for units in Shibuya Ward dipped 1.2% quarter-on-quarter 
to JPY4,205 per sq m (JPY13,902 per tsubo) per month. 
This can be largely attributable to rental declines for larger 
two-bedroom apartments. Meguro Ward also experienced 
a nominal fall in its average rent, the equivalent to a drop 
of 40 bps from Q4/2010. 

The biggest quarterly increase in average rents at the ward 
level in Q1 was recorded by Shinjuku, which was up 2.4% 
over the previous quarter. Solid rental growth was seen 
in various unit sub-categories in the ward, particularly 
in two-bedroom properties, while smaller one-bedroom 
assets experienced moderate rental decline. Conversely, 
heightened demand for one-bedroom units in Setagaya 
Ward prompted strong rental growth in this asset class, 
outweighing rental decline in some larger unit types. The 
average ward-level rent in Setagaya rose by 1.8%; the 
ward is home to a number of colleges and educational 
institutions and the spike in rents for single-room units is 
considered to refl ect demand from freshmen students, 
who in general demonstrate a preference to live as close 
to their school as possible.

The fi rst quarter is likely to be defi ned by the tragic 
earthquake that struck the Tohoku-Kanto region around 
the middle of March. However, while the natural disaster 
had a devastating impact on residential stock in the 
northern coastal regions of Tokoku, modern residential 
assets in the Greater Tokyo area were generally 
undamaged. Indeed, data from a supplemental survey 
conducted by Savills in early April suggests that rental 
trends remained largely unaltered in the immediate 
aftermath of the quake.

1 Rental data has been complied by Savills using more than 16,000 leasing 
comparables published separately by Chintai, a major residential leasing broker in 
the Japanese market. Selection criterion for the comparables is limited to assets less 
than ten years old and within ten minutes’ walk of the nearest station.
2 Bunkyo, Chiyoda, Chuo, Meguro, Minato, Setagaya, Shibuya and Shinjuku wards.

At the submarket level, the Great East Japan Earthquake 
has had a heavy impact on several coastal locations 
around Tokyo Bay in the form of soil liquefaction. Land 
subsidence has affected an extensive residential area, 
with the problem being particularly bad in Urayasu City, 
which is famous for the Tokyo Disney Resort. Rents 
for properties in the affected coastal areas are likely 
to witness considerable decline in the near term as 
a result of negative occupier sentiment. In contrast, 
popular inland residential locations in Chiba and the 
outer wards of Tokyo are expected to record enhanced 
demand as occupiers look to relocate. For example, 
the average asking rent for Edogawa Ward, which is 
located to the immediate west of Urayasu City, rose  
by 3.6% over the previous quarter, in part as a result of 
such inbound demand. 

Average asking rents for residential leasing 
properties, Q2/2009 – Q1/2011

 
Tokyo residential occupancy rates

Although reliable tenancy data remains limited for the 
Japanese residential market as a whole, analysis of 
J-REIT-owned assets can provide a useful benchmark 
with which to gauge market occupancy levels. While 
it should be noted that J-REIT data is slightly biased 
towards higher grade residential assets, the trends 
highlighted are considered to closely mirror the current 
wider market situation.
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In Q1/2011, average occupancy for J-REIT-owned 
properties in Tokyo’s 23 wards stood at approximately 
96%. This represents an increase of 130 bps from 
Q4/2010 – its largest quarterly improvement since 
Q1/2010 and the highest occupancy rate in over two 
years. The average occupancy level for Tokyo’s core 
eight wards recorded a similar rise of 140 bps over 
the previous quarter to also reach 96%. This positive 
movement reflects the stable level of demand for 
modern residential assets that Tokyo continues to enjoy 
as a result of resident migration from other regions of 
Japan.

Average occupancy rates for J-REIT residential 
assets, Q2/2009 – Q1/2011

* J-REITs: Nippon Accommodations Fund, FC Residential, Advance Residence 
(including the former Nippon Residential Fund portfolio), Heiwa Real Estate REIT 
and Orix J-REIT. 

Bunkyo Ward’s reputation as one of the most popular 
residential areas of Tokyo was backed up by a J-REIT 
asset occupancy rate of approximately 98.7% in 
Q1. This refl ects a rise of 90 bps over the previous 
quarter. While it should be noted that some J-REITs 
reshuffl ed assets in the ward, therefore accounting for 
some of the quarterly change, most of the properties 
surveyed are operating at almost full occupancy. 
Chiyoda Ward’s occupancy rate also experienced a 
notable improvement during the fi rst quarter, rising by 
approximately 4.5% to stand at 98.4%. This positive 
movement can largely be attributed to four assets owned 
by Advance Residence Investment Corporation (ARI) in 
the Ochanomizu, Suidobashi and Kanda districts, which 
have now risen to full occupancy from below their 95% 
level in the previous quarter. 

Meguro was the only core-eight ward to experience a 
decline in occupancy, dipping 90 bps in Q1/2011 to stand 
at approximately 95.1%. New vacancy was reported in 
several J-REIT assets, especially those in high-end 
residential areas. One of the reasons for this might be 
a rise in corporate contract cancellations as companies 
look to reduce their operating costs; however, this trend 
was likely accentuated in Q1/2011 as most Japanese 
companies reconsidered their contract terms prior to 
the end of the fi scal year in March.

Tokyo luxury residential market update 

Savills has collated rental data for over 200 luxury 
residential leasing comparables in nine wards in central 
Tokyo. The survey area is defi ned as the core eight-ward 
area with the addition of Shinagawa Ward. Within this 
area, luxury residential assets should satisfy the following 
criteria: 1) each unit has over 100 sq m of net leasable 
area (NLA); 2) the building should be less than ten years 
old, and 3) the properties must be located within ten 
minutes’ walk of the nearest station(s). 

According to the Q1 survey data, the average monthly 
asking rent for luxury residential assets in the nine wards 
was JPY4,891 per sq m (JPY16,170 per tsubo). This is 
approximately 23% higher than the average asking rent 
for mass-market properties as detailed above.

The most expensive ward in terms of asking rents 
was Shibuya Ward at over JPY6,000 per sq m 
(JPY19,800 per tsubo) per month. This rental premium 
of approximately 19% over the luxury residential rental 
average can be accounted for by the location of several 
prestigious residential districts within the ward, including 
Daikanyama, Hiroo and Omote-sando. For example, La 
Tour Daikanyama, one of the newest luxury residential 
developments in Shibuya Ward, is currently marketing 
a unit of approximately 500 sq m of NLA for over JPY5 
million per month. The unit was the most expensive of 
the rental comparables collected in the nine wards, both 
in terms of total rent and rent per sq m.

Minato Ward was the second most expensive residential 
ward with average luxury asking rents equivalent to 
approximately JPY5,600 per sq m (JPY18,500 tsubo) 
per month. Notable high-end residential areas in Minato 
Ward include the popular Roppongi and Azabu areas. 
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Roppongi Hills Mori Tower Residences, one of the 
leading residential schemes in the ward, is currently 
offering units of approximately 110 to 185 sq m for 
between JPY1 million and 1.7 million per month, which 
is equivalent to approximately JPY9,000 to 9,200 per sq 
m (JPY29,800 to 30,420 per tsubo) per month. 

The next most expensive ward, Chiyoda , is also home to a 
number of luxury residential schemes. Unlike Shibuya and 
Minato Wards, however, Chiyoda and neighbouring Chuo 
Ward are characterised principally as commercial districts; 
therefore residential space comes at a premium. Luxury 
units in these wards tend to be comparatively smaller than 
those located in more residential-focused wards, and are 
often targeted at single short-to-medium stay executives 
who want to be in close proximity to their place of work. 

Meguro Ward was the fourth most expensive ward in 
terms of monthly asking rent in Q1/2011. Since it is 
adjacent to Shibuya, several areas of Meguro have 
similar characteristics to the high-end residential areas of 
its neighbour. In particular, popular luxury assets can be 
found in the area between Ikejiri-Ohashi and Naka-Meguro 
stations such as the Higashiyama district, as well as in 
the vicinity around JR Meguro Station. Notable schemes 
include Tokyo Tatemono’s Apartments Tower Meguro, 
where asking rents fall in the range of JPY7,500 to 8,000 
per sq m (JPY24,800 - 26,450 per tsubo) per month.

Shinagawa Ward is an emerging submarket in terms of 
luxury residential offerings. Areas of the ward have been 
recognised for some time as high-end detached housing 
districts; however, more recently, several spacious high-
rise residential towers have been launched. These luxury 
condominiums are predominantly located in waterfront 
locations within walking distance of JR Shinagawa Station. 
The ward’s average monthly asking rent in Q1/2011 was 
JPY4,900 per sq m (JPY16,200 per tsubo), making it the 
fi fth most expensive of the nine surveyed wards.

Tokyo luxury residential average asking rent by ward, 
Q1/2011

In terms of future outlook, the fundamentals of the luxury 
residential market are expected to be more affected than 
the mass residential market by the Great East Japan 
Earthquake. In the short to mid term, the primary risk 
is that demand from the expatriate community will 
diminish as a result of negative sentiment relating to 
aftershocks and the ongoing situation at the Fukushima 
Daiichi nuclear power plant. According to one luxury 
residential operator, no termination notices have been 
received since the earthquake. This is partly considered 
to refl ect families’ reluctance to move their children at 
the beginning of the April school year. Whether this 
trend will continue will likely depend on how quickly and 
effi ciently the situation in Fukushima can be stabilised. 
However, increased occurrences of foreign executives 
opting to repatriate their families are expected to be seen 
over the coming months, placing downward pressure 
on occupancy levels, especially in larger units, as a 
consequence. A softening in luxury residential rents is 
therefore anticipated in the short term.
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