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SUMMARY

Healthy demographics are supporting the mid-market, with average rents remaining 
relatively stable over the quarter.

Tokyo’s 23-ward population totalled 
just under 9.0 million as of 1 October 
2012, up 0.3% year-on-year (YoY). 
Household formation grew at a faster 
rate of 4.8% YoY due to a trend toward 
smaller household sizes.

Average monthly asking rents for 
mid-market apartments in the 23-ward 
area stood at JPY3,531 per sq m, down 
1.0% quarter-on-quarter (QoQ) and 
0.6% YoY.

Asking rents in the core-eight ward 
area averaged JPY3,922 per sq m, 
slipping 0.1% QoQ and 0.7% YoY.

Mid-market rents in Tokyo’s core-
three residential wards maintained 
a 17% premium over the 23-ward 
average at JPY4,263 per sq m – down 
0.6% QoQ but up 1.5% YoY. 

With rental demand focusing on 
small- to mid-sized units, moderate 
rental declines were driven by lower 
average asking rents for larger units.

The 23-ward average occupancy 
rate for J-REIT-owned residential 
assets rose 20 basis points (bps) QoQ 
to 95.9%, remaining above the 95% 
threshold for the eighth consecutive 
quarter.

“With an increasing number of 
people opting for urban living, 
occupancy rates are stable 
and rental returns are solid. 
Shrinking household sizes and 
limited demand for shared 
accommodation has benefi ted 
compact single-occupier units.” 

Will Johnson, Savills Research

Image: World City Towers, Minato Ward 
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MAP 1

Tokyo’s 23 wards delineated by survey area

Source: Savills Research & Consultancy

Demographic trends
The population of Tokyo Prefecture 
stood at approximately 13.2 million as 
of 1 October 2012, with just below 9.0 
million people residing in the capital’s 
23 wards. The resident population 
demonstrated stability over the same 
period of the previous year, rising by 
0.2% YoY at the prefectural level and 
0.3% at the 23-ward level. 

The number of households in Tokyo 
Prefecture rose at a faster rate than 
its population, increasing 4.1% over 
the same month of last year due to 
continued urban migration, as well 
as a shift towards smaller household 
sizes and independent living. New 
household formation was slightly 
higher in the 23-ward area, where a 
rise of 4.8% was recorded YoY.

Population growth since the Great 
East Japan Earthquake of March 
2011 has focused on the central areas 
of the city. Between 1 March 2011 
and 1 October 2012, the number of 
residents in Tokyo Prefecture rose 
0.5% and the population of the 
23-ward area increased 0.6%. By 
comparison, the rate of expansion in 
Tokyo’s core-eight wards1 was higher 
at 1.3%, while the core-three wards2 
saw population expansion of 1.6%. 

Anecdotal evidence suggests that 
domestic occupiers are placing 
greater importance on the proximity of 

1 Tokyo’s core-eight wards are defined as Bunkyo, 
Chiyoda, Chuo, Meguro, Minato, Setagaya, Shibuya 
and Shinjuku.
2 Tokyo’s core-three wards are defi ned as Meguro, 
Minato and Shibuya.

their home relative to their workplace 
since the earthquake, when transport 
disruptions led to thousands of 
people requiring temporary shelter. 
Subsequent rail network interruptions 
due to seasonal typhoons have 
reinforced this nascent shift in 
cultural psyche, in a city where long 
commutes from surrounding sleeper-
towns have been the accepted norm 
for decades. 

Facilitating in-migration from 
regional towns and cities, and the 
centralisation of the populous, has 
been falling land values. This has 
made it economically viable for 
developers to build residential units 
in traditionally commercial locations. 
Rental reductions across the market 
since the global financial crisis have 
also made it more affordable for 
occupiers to opt for residential units 
located more centrally.

TABLE 1

Population and households in Tokyo 

as of 1 Oct 2012

Source: Tokyo Metropolitan Government, Savills Research & Consultancy

Population % YoY

 Tokyo Prefecture 13,216,221 0.2

 23 wards 8,996,073 0.3

 Core-8 wards 2,289,498 0.9

 Core-3 wards 689,527 1.2

No. of households % YoY

 Tokyo Prefecture 6,698,941 4.1

 23 wards 4,791,608 4.8

GRAPH 1

Post-quake population change, 1 Mar 2011–1 Oct 

2012

Source: Savills Research & Consultancy based on data from the Tokyo Metropolitan Government
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Tokyo mid-market 
apartment rental trends
Average asking rents for mid-market 
apartments3 in Tokyo’s 23-ward area 
stood at approximately JPY3,531 
per sq m (JPY11,672 per tsubo4) 
in Q3/2012. This figure represents 
a 1.0% decline from the preceding 
quarter and a decrease of 0.6% YoY.
Asking rents in the capital’s core-
eight residential wards, meanwhile, 
averaged approximately JPY3,922 
per sq m (JPY12,965 per tsubo). As in 
recent quarters, rents in these central 
wards demonstrated stability from the 
preceding survey period, slipping just 
0.1% QoQ. Compared with the same 
quarter of last year, the eight-ward 
average rental figure dipped 0.7%.

In Tokyo’s core-three residential 
wards, the average asking rent 
for mid-market apartments was 
approximately JPY4,263 per sq m 
(JPY14,093 per tsubo). Although 
rental pricing in the capital’s three 
most expensive wards on average 
slipped 0.6% from the second 
quarter, asking rents were up 
approximately 1.5% YoY as healthy 
demand supported moderate rental 
appreciation in the small to mid, and 
larger unit size-bands. 

The rental premium commanded 
by Tokyo’s core-three wards over 
the 23-ward average remained 
steady from the preceding quarter at 
approximately 17%. By comparison, 
the rental spread between the core-
eight ward average and the 23-ward 
3 Rental data has been complied by Savills utilising 
approximately 19,000 leasing comparables. Figures 
relate to average published monthly asking rents for 
available units that fi t the following criteria: 1) one- or 
two-bedroom rental apartment units of up to 100 sq m 
in size; 2) reinforced concrete structures built within the 
last ten years; and 3) located within a ten-minute walk 
of the nearest station(s).
4 1 tsubo = approximately 3.3 sq m or 35.6 sq ft.

figure rose approximately 80 bps to 
around 10%.

Tokyo mid-market 
apartment rents by unit 
size-band
Tokyo’s rental market is dominated 
by small- to mid-sized units, which 
account for the large majority of units 
listed for rent. Japan does not currently 
have a culture of house or apartment 
sharing – something which is common 
in other major developed cities such 
as London and New York. As a result, 
there is a large, stable market for 
compact single-occupier units, which 
are typically less than 45 sq m (13.6 
tsubo) in size. 

As illustrated in Table 2, rental pricing 
per-sq m for units in the small to 
mid size-bands is generally more 
expensive than that of larger units. 
This not only reflects the strong 
demand for compact units, but also 
the higher gross rental costs involved 

in renting larger units, which: 1) 
decreases affordability for single-
income households; and 2) makes the 
option of purchasing a condominium 
comparatively more cost-effective.

On average, asking rents for small- to 
mid-sized apartments in Tokyo’s 23 
wards have risen slightly since the 
third quarter of last year. Listed rents 
for units sized between 15 sq m and 
30 sq m increased approximately 
1.7% YoY in Q3/2012, while the 30 sq 
m to 45 sq m size-band saw growth 
of around 2.0% YoY. By comparison, 
asking rents for units with a leasable 
area exceeding 45 sq m have fallen 
on average compared with the same 
period of 2011. The 45 sq m to 60 sq 
m size-band recorded a slight dip of 
0.9% YoY, while average asking rents 
for units between 60 sq m and 75 sq m 
were down 2.2% YoY. 

Of note, relatively larger units of 60 
sq m to 75 sq m in the core-three 

TABLE 2

Average monthly asking rents broken down by size-band, Q3/2012

Source: Savills Research & Consultancy

Size band 15–30 sq m 30–45 sq m 45–60 sq m 60–75 sq m

Survey area JPY per sq m % YoY JPY per sq m % YoY JPY per sq m % YoY JPY per sq m % YoY

23 wards 3,456 1.7 3,433 2.0 3,281 -0.9 3,271 -2.2

Core-8 wards 4,033 0.6 3,768 -0.9 3,587 -4.3 3,641 -2.4

Core-3 wards 4,411 1.2 4,094 1.0 3,980 -1.1 4,095 1.6

No. of units surveyed >10,000 >5,000 >2,000 >500

GRAPH 2

Average asking rents for mid-market rental apartments by survey 

area, Q3/2010–Q3/2012

Source: Savills Research & Consultancy
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OUTLOOK

The prospects for the market

Demand for residential assets in Tokyo’s central 
wards is supported by the economic and commercial 
dominance of the capital, which continues to draw-in 
migrants from Japanese regional towns and cities. 
The city’s large and growing population, combined 
with a trend towards smaller households, is expected 
to provide stable demand for modern, good-quality 
rental apartments over the short to mid term. Units 
priced to target the mid-market will continue to 
see high occupancy rates and offer limited further 
downside rental risk.

GRAPH 3

Average occupancy rates for J-REIT residential 

assets, Q3/2010–Q3/2012

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 
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wards outperformed the market, 
rising approximately 1.6% YoY in 
the third quarter. This is considered 
to reflect solid demand for centrally-
located units at the upper end of the 
mid-market from domestic corporate 
professionals, as well as so-called 
‘half-pats’, locally-hired international 
staff who are responsible for their own 
rental expenses. 

Mid-market apartment 
occupancy rates
While reliable tenancy data remains 
limited for the Japanese residential 
market as a whole, J-REIT-owned 
assets provide a useful benchmark 
upon which to gauge market 
occupancy levels. It should be noted 

that J-REIT data reflects a somewhat 
narrow survey group, however, the 
portfolio is considered to closely mirror 
wider trends in mid-market rental 
apartments.

In Q3/2012, the average occupancy 
rate for J-REIT residential properties 
in Tokyo’s 23 wards rose 20 bps QoQ 
to 95.9%, remaining above the 95% 
threshold for the eighth consecutive 
quarter. Individually, all of the 23 wards 
demonstrated an average occupancy 
rate exceeding 90%. 

Average occupancy in Tokyo’s core-
eight wards stood at 94.7%, down 20 
bps QoQ. The core-three ward area, 
meanwhile, recorded a moderate 30-

bp quarterly decline, taking its average 
occupancy rate to 94.4%. 
Within the core-eight wards, quarterly 
movement in occupancy rates was 
most notable in Shinjuku and Shibuya 
wards. Average occupancy levels at 
J-REIT-owned properties in Shinjuku 
slipped 260 bps QoQ (3.8% YoY) 
to stand at 90.2%. In Shibuya, the 
average occupancy rate declined by 
120 bps QoQ to 95.0%, remaining 
170 bps up compared with the same 
quarter of last year. 


