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SUMMARY

Although demand remains strong for mid-market residential, residual rental declines are 
expected in the luxury sector.

Average asking rents for mid-
market rental apartments in Tokyo’s 
23 wards stood at JPY3,565 per sq 
m (JPY11,784 per tsubo), up 0.8% 
quarter-on-quarter (QoQ) but down 
0.1% year-on-year (YoY).

A moderate rental decrease 
was recorded in three of the core-
eight residential wards, while fi ve 
experienced marginal rental growth of 
less than 1.0%. 

Rents remain stable within the 
mid-market sector due to the capital’s 
large population and the demand for 
modern, well-located apartments. 

Average mid-market rents in 
Tokyo’s core-three residential wards 
entered their third consecutive quarter 
in positive territory, sustaining the 
highest rate of growth in more than 
three years.

The average occupancy rate for 
J-REIT residential properties in Tokyo’s 
23 wards stood at 95.7%, down 
70 basis points (bps) QoQ but fl at 
compared with Q2/2011. 

The average monthly asking 
rent for luxury residential units was 
JPY5,460 per sq m (JPY18,055 per 
tsubo), refl ecting a decline of 0.4% 
QoQ and 4.5% YoY. 

“Rental levels are stable across 
the mid-market, supported by 
Tokyo’s strong demographics 
and expanding population. 
Occupancy rates in the J-REIT 
residential portfolio, meanwhile, 
slipped slightly in Q2/2012 
across Tokyo’s 23 wards yet 
remain high at over 95%.”                               
Savills Research & Consultancy

Image: Park Court Toranomon Atago Tower, Minato Ward 
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GRAPH 1

Average asking rents for mid-market rental apartments by survey 

area, Q2/2010–Q2/2012*

Source: Savills Research & Consultancy                                                                                                                                                                   
*Tokyo’s core-three wards are defi ned as Meguro, Minato and Shibuya.
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Tokyo mid-market 
apartment rents
Mid-market apartment rents1 in 
Tokyo’s 23 wards demonstrated their 
fi rst rise in fi ve quarters, picking-up 
approximately 0.8% QoQ to stand 
at JPY3,565 per sq m (JPY11,784 
per tsubo2) per month in Q2/2012. 
Compared with the same period of the 
previous year, central Tokyo’s average 
rent remained virtually unchanged, 
dipping by a margin of approximately 
0.1%.  

As would be expected, Tokyo’s core-
eight residential wards3 commanded 
higher rents on average than the 
outer-lying wards at approximately 
JPY3,932 per sq m (JPY13,000 per 
tsubo). This rental fi gure refl ects a 
decline of 0.3% QoQ and 0.9% over 
Q2/2011. A moderate decrease in 
average rents was recorded in three 
of the core-eight residential wards 
during the second quarter, while fi ve 
experienced marginal rental growth of 
less than 1.0%. 

Within the core-eight ward area, 
Chiyoda Ward recorded the largest 
rental increase from the preceding 
quarter at approximately 0.8%. The 
most signifi cant average quarterly 
rental decline was seen in Bunkyo 
Ward, where average rents for available 
units slipped 2.6%. This fall can be 

1 Rental data has been compiled by Savills utilising 
more than 16,000 leasing comparables and relates to 
average published monthly asking rents for available 
units. Comparables must be: 1) rental apartment units 
less than 100 sq m in size, 2) built within the last ten 
years, and 3) located within a ten-minute walk of the 
nearest station.
2 1 tsubo = approximately 3.3 sq m or 35.6 sq ft.
3 Tokyo’s core-eight wards are defi ned as Bunkyo, 
Chiyoda, Chuo, Meguro, Minato, Setagaya, Shibuya and 
Shinjuku.

principally attributed to a reduction in 
the number of advertised studio and 
one-bedroom units, which generally 
command higher pricing per sq m than 
larger apartments targeting families 
and couples, as opposed to signifi cant 
discounting on the part of landlords. 
 
Average mid-market rents in Tokyo’s 
core-three residential wards – defi ned 
by Savills as Minato, Shibuya and 
Meguro – stood at approximately 

JPY4,290 per sq m (JPY14,180 per 
tsubo) in the second quarter. The 
quarterly rental growth rate across 
these prime wards was 0.4%, 
remaining steady from the preceding 
period. The growth rate compared 
with the same quarter of the previous 
year, meanwhile, was 1.6%. This 
marks its third consecutive quarter in 
positive territory and its highest rate 
of growth in more than three years. 

As of Q2/2012, Tokyo’s core-
three wards commanded a rental 
premium of approximately 17% 
above the 23-ward average. By 
comparison, the disparity between 
the 23-ward rental average and 
the core eight-ward fi gure was 
approximately 9.3%. In both survey 
areas the rental spread has moved 
out since Q2/2011, equivalent 
to around 140 bps and 70 bps 
respectively. 

Residential demand for mid-
market assets in Tokyo’s central 
wards in recent quarters has 
been supported not only by the 
capital’s dominant concentration 
of economic infrastructure and 
sheer weight of people, but also 
by continued in-migration from 
regional towns and cities. 

MAP 1

Map of Tokyo’s 23 wards delineated by survey area

Source: Savills Research & Consultancy
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GRAPH 2

Average occupancy rates for J-REIT residential assets, Q2/2010–

Q2/2012

Source: Savills Research & Consultancy based on publically disclosed J-REIT^ property data                                                                              
^ Nippon Accommodations Fund, Advance Residence (including the former Nippon Residential Fund portfolio) and Heiwa Real Estate REIT.
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Tokyo mid-market 
apartment occupancy 
rates
While reliable tenancy data remains 
limited for the Japanese residential 
market as a whole, analysis of J-REIT-
owned assets can provide a useful 
benchmark upon which to gauge 
market occupancy levels. It should 
be noted that the J-REIT data relates 
to a somewhat narrow survey group. 
However, the portfolio is considered 
to closely mirror wider trends in mid-
market rental apartments.

In Q2/2012, the average occupancy 
rate for J-REIT residential properties 
in the Tokyo 23-ward area remained 
high at 95.7%, down 70 bps over the 
preceding quarter but fl at compared 
with the previous year. Average 
occupancy in Tokyo’s core-eight wards 
stood at 95.0%. This refl ects moderate 
declines of 80 bps QoQ and 10 bps 
over Q2/2011. 

Within the core-eight wards, quarterly 
movement in average occupancy 
rates was most notable in Shinjuku 
and Setagaya wards. In the former, 
occupancy levels at J-REIT-owned 
properties slipped 2.9 percentage 
points (ppts) QoQ (1.3 ppts YoY) 
to stand at 93.2%. In Setagaya, 
meanwhile, the quarterly decline 
equated to 2.2 ppts (2.7 ppts YoY), 
bringing the average occupancy rate 
in the ward to 93.6%. The ward which 
demonstrated the strongest positive 
movement was Shibuya; here, the 
average occupancy rate increased 90 
bps over the preceding quarter and 2.0 
ppts over the same period of 2011 to 
reach 96.2%.    

The ward with the highest occupancy 
rate on average, as of Q2/2012, was 
Suginami Ward, at 99.1%. Suginami 
is one of the major housing areas 
of the Tokyo metropolitan area, with 
around 80% of its land designated 
for residential use. Therefore, while 
its almost-full occupancy rate partly 
refl ects the small basket of J-REIT 
properties located within the ward, 
it also refl ects its popularity as a 
residential location with convenient 
radial transport routes to the CBD, 
including the JR Chuo Line and the 
Marunouchi Subway Line. 

Worthy of note is the limited 
occupancy rate spread between 
Tokyo’s individual wards. At 93.3%, 

Sumida Ward had the lowest level of 
occupancy in the second quarter, just 
2.4 ppts below the 23-ward average 
and only 5.8 ppts less than Suginami 
Ward at the top of the table.  

Luxury apartment rental 
market
Savills Research & Consultancy 
collates leasing data for over 200 
luxury residential assets in eight central 
Tokyo wards4. For inclusion in the 
survey analysis, residential units must 
comply with the following criteria: 

1)Comprise rental apartments with 
a net leasable area (NLA) of 100 sq m 
or over; 

2)Command asking rents per unit in 
excess of JPY500,000 per month; 

3) The building age must be less 
than ten years; 

4)The properties are located within 
a ten-minute walk of the nearest 
station(s);

5)Offer a maximum of three 
bedrooms.

The average monthly asking rent for 
luxury apartment units in the eight-
ward survey area demonstrated relative 
stability over the preceding quarter, 
slipping approximately 0.4% through 
Q2/2012. When looking at rents on 
a YoY basis, the rate of decline was 

4 Bunkyo, Chiyoda, Chuo, Meguro, Minato, 
Shinagawa, Shibuya and Shinjuku wards.

higher at approximately 4.5%. This 
refl ects ongoing readjustment at the 
top end of the market since the global 
fi nancial crisis, which has been hit 
particularly hard by reduced demand 
from the expatriate sector. 

At approximately JPY5,460 per sq m 
(JPY18,055 per tsubo), the eight-ward 
luxury rent commanded a premium of 
approximately 39% over the equivalent 
rent for mid-market properties5. This 
spread between the top and middle 
of the market remained stable from 
Q1/2012 and has moved out by a 
marginal 30 bps since Q2/2011.

When taken by ward, Shibuya 
continued to be the most expensive 
location for luxury apartments in 
terms of asking rents for available 
units, although its premium over the 
next most expensive ward, Minato, 
narrowed to a margin of roughly 1.0%. 
Shibuya’s average rental fi gure stood 
at JPY6,020 per sq m (JPY19,890 
per tsubo), up approximately 1.8% 
over the preceding quarter. This 
movement follows declines of 1.3% in 
Q1/2012 and almost 15% in Q4/2011; 
the latter, being largely attributable 
to one exceptionally expensive unit 
being removed from the market in 
Daikanyama, is considered to refl ect 
dataset volatility rather than prevailing 
market trends.

Minato Ward, which has the highest 
concentration of high-end rental assets 

5 The average luxury rental fi gure incorporates the 
so-called 'super luxury' sector, where units are priced in 
excess of JPY1 million per month.
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of any Tokyo district, commanded 
an average luxury asking rent of 
approximately JPY5,955 per sq m 
(JPY19,586 per tsubo). This fi gure 
represents a moderate 0.8% increase 
from Q1/2012, which can be partly 
attributed to an increase in advertised 
rents for two-bedroom properties. 

Chiyoda demonstrated the largest 
positive rental movement within 
the eight-ward area, with average 
luxury asking rents rising 2.3% over 
the preceding quarter. This was 
attributable to volatility arising from 
additional units being placed on 

the market at established high-end 
developments, as opposed to rental 
increases within the existing survey 
group. The most extensive downward 
rental movement was recorded by 
Shinjuku Ward. Rents here declined 
on average 1.3% QoQ as a result of 
units being removed from the market, 
including one particularly expensive 
three-bedroom unit at Sumitomo 
Realty & Development’s LaTour 
Shinjuku development. 

While highly dependent on the 
individual property, lease incentives 
remained an often-utilised tool to 

GRAPH 3

Tokyo luxury residential average asking rent by ward, 

Q2/2011–Q2/2012

Source: Savills Research & Consultancy
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OUTLOOK

The prospects for the market

The mid-market segment will remain robust over the 
short to mid term, supported by the infl ux of new 
residents from regional towns. Conversely, the luxury 
rental market is expected to remain under pressure, 
with media reports suggesting that fi nancial institutions 
are continuing to relocate expatriate employees – a 
major source of prime residential demand – to other 
Asia Pacifi c centres in an attempt to cut costs. 
Going forward, the Tokyo Metropolitan Government 
has announced a policy decision to provide 
assistance measures such as corporate tax breaks to 
multinational entities setting-up headquarters within 
specifi ed strategic districts of Tokyo. This could offer 
hope for the luxury market in the longer term in the 
form of a rejuvenated expatriate sector. 

attract tenants at high-end properties. 
In some instances landlords have been 
willing to discount rents or waiver fi xed 
costs such as agency and signing-on 
fees (ie, key money). Rent-free periods 
equivalent to one-month’s rent have 
also been offered in some cases. 
Landlords and other market sources 
suggest that an easing of this trend 
has yet to be seen; therefore, the 
luxury residential leasing market is still 
considered to be in the late down-
cycle. 


