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SUMMARY

Mid-market apartment rents in central Tokyo picked up gently in the fourth quarter.

Average asking rents for mid-
market rental apartments in Tokyo’s 
core eight wards stood at JPY3,980 
per sq m (JPY13,157 per tsubo), up 
0.7% over the preceding quarter and 
0.5% on year-on-year (YoY).  

At the ward level, quarterly rental 
growth was strongest in Bunkyo at 
2.9%, while average rents also rose 
over 200 basis points (bps) in Meguro, 
Shibuya and Setagaya wards. 

The average occupancy rate for 
J-REIT residential properties in the 
core eight wards stood at 95.3%, up 
30 bps over the preceding quarter and 
110 bps over Q4/2010.

Anecdotal evidence suggests that 
tenants are placing greater importance 
on workplace proximity since the 
natural disasters of March 2011, which 
could create a demand premium for 
central Tokyo assets going forward. 

The average monthly asking 
rent for luxury residential units was 
JPY5,515 per sq m (JPY18,230 per 
tsubo), refl ecting a 3.3% decline over 
the third quarter.

Competition between landlords for 
top-end tenants is expected to stay 
high, with incentive packages likely to 
remain a tool to prop-up contract rents 
in the near term.

“Tokyo’s positive 
demographics, as well as 
heightened tenant preference 
for modern properties 
with good public transport 
access, acted to buoy 
demand for mid-market rental 
apartments in Q4/2011.”                                       
Savills Research & Consultancy

Image: The Towers Daiba (Minato-ku, Tokyo)
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GRAPH 2

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

Q4/2011

Source: J-REITs^, Savills Research & Consultancy                                                                                                                                                          
^ Nippon Accommodations Fund, Advance Residence (including the former Nippon Residential Fund portfolio) and Heiwa Real Estate REIT.
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Tokyo residential leasing 
market overview
The average monthly asking rent for 
mid-market rental apartments1 in 
Tokyo’s core eight wards2 stood at 
JPY3,980 per sq m (JPY13,157 per 
tsubo) in Q4/2011. This rental fi gure 
refl ects an increase of 70 bps over the 
preceding quarter and a 50-bp rise 
YoY. Four of the core residential wards 
experienced rental growth over the 
three-month period, each in excess of 
200 bps.  

Growth in advertised rents was highest 
in Bunkyo Ward, a ward which is 
popular for both its central location 
(being situated immediately to the 
north of Chiyoda and Shinjuku wards) 
1    Rental data has been complied by Savills utilising 
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 rental apartments under 100 sq 
m, less than ten years old and within a ten-minute walk of 
the nearest station.
2    Tokyo’s core eight wards are defi ned as Bunkyo, 
Chiyoda, Chuo, Meguro, Minato, Setagaya, Shibuya 
and Shinjuku.

and its offering of pleasant residential 
neighbourhoods. Average rents here 
rose approximately 2.9 percentage 
points (ppts) over the previous quarter 
to JPY3,925 per sq m (JPY12,975 per 
tsubo), driven by increased average 
asking rents for larger one- and two-
bedroom apartments. 

The other central wards which saw a 
healthy upturn in asking rents were 
Meguro, Shibuya and Setagaya. Rental 
appreciation in the former two wards 
was driven by an increase in average 
asking rents for smaller unit types, 
particularly studios and small one-
bedroom apartments. Such properties 
are popular in these centrally located 
wards with single young professionals 
and generally command higher pricing 
per sq m than larger units for dual 
occupancy or families. 

Rental growth in Setagaya, by 
comparison, was spurred by a rise in 

average pricing at more spacious 
two-bedroom apartments. Setagaya, 
Tokyo’s largest and most populous 
ward, is home to a number of large 
parks, educational facilities and 
quiet residential districts. Being 
conveniently located for commuting 
to the capital’s CBD, it is therefore 
both well-suited and popular 
with working couples and young 
families, with much of the housing 
stock positioned to target this 
demographic. 

At the 23-ward level, average asking 
rents dipped by approximately 
20 bps over the previous month. 
Although it is too soon to know 
whether this represents a trend or 
a temporary divergence, this rental 
movement could be indicative of an 
anticipated premium for centrally 
located properties. Anecdotal 
sources suggest that domestic 
occupiers are placing greater 
importance on the proximity of their 
home relative to their workplace 
after Tokyo’s sophisticated 
transport network ground to a 
virtual standstill immediately after 
Great East Japan Earthquake 
of March 2011. However, the 
quarter’s lower average rents in the 
outer wards may also refl ect the 
seasonality of Japan’s residential 
market, where landlords are 
known to reduce asking rents in 
anticipation of the generally quiet 
winter and New Year period.

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 upon 
which to gauge market occupancy 
levels. While it should be noted 
that the J-REIT data relates to a 
somewhat narrow survey group, the 
portfolio is considered to closely 
mirror wider trends in mid-market 
rental apartments.

In Q4/2011, the average occupancy 
rate for J-REIT residential properties 
in Tokyo’s core eight wards stood at 
95.3%. This refl ects a rise of 30 bps 
over the preceding quarter and 110 
bps over Q4/2010. The occupancy 
rate for the Tokyo 23-ward area 
stood at 95.4%, down 20 bps over 

GRAPH 1

Average monthly asking rents for mid-market rental apartments, 

Q1/2009–Q4/2011*

Source: Chintai, Savills Research & Consultancy                                                                                                                                                          
* Tokyo’s core three wards are defi ned as Meguro, Minato and Shibuya.
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GRAPH 3

Tokyo luxury residential average asking rent by ward, Q1–Q4/2011

Source: Tokyo Living, Savills Research & Consultancy
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the third quarter but up 40 bps YoY.
At the ward level, quarterly movement 
was greatest in Shinjuku Ward, where 
the average occupancy rate improved 
by 160 bps to reach 95.6%. The ward 
with the highest reduction in average 
occupancy levels over the three-month 
period was Meguro Ward. The average 
occupancy rate here fell approximately 
100 bps to 94.1%. 

Leasing demand for residential assets 
in Tokyo is expected to remain strong 
over the short to mid term as in-
migration from Japan’s regional areas 
continues to swell its population. In 
particular, occupancy levels at modern 
apartment buildings in convenient 
central Tokyo locations, such as those 
included in the J-REIT portfolio, are 
anticipated to remain high as tenant 
preference refocuses on seismic safety 
and transport access in the wake of 
the recent Tohoku earthquake disaster.  

Tokyo luxury residential 
market update 
Savills Research & Consultancy 
collates leasing data for over 200 
luxury residential assets in eight Tokyo 
wards3. Luxury residential units are 
defi ned by the following criteria: 

1)  Each unit has an NLA of 100 sq m 
or over; 

2)  Asking rents per unit are in excess 
of JPY500,000 per month; 

3)  The building age is less than ten 
years; 

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

5)  Analysis excludes units with more 
than three bedrooms.

In Q4/2011, the average monthly 
asking rent for luxury residential 
units in the eight-ward survey area 
dipped approximately 3.3% over the 
preceding quarter to approximately 
JPY5,515 per sq m (JPY18,230 per 
tsubo). This fi gure is approximately 
40% higher than the equivalent rent for 
mid-market properties in central Tokyo.

Shibuya Ward remained the most 
expensive residential area in terms of 
asking rents for available units. The 
average rental fi gure for the ward 
3 Bunkyo, Chiyoda, Chuo, Meguro, Minato, 
Shinagawa, Shibuya and Shinjuku wards.

stood at approximately JPY5,990 per 
sq m (JPY19,800 per tsubo), reduced 
by a margin of around 15% over the 
previous quarter. The main contributing 
factors behind this downwards 
rental movement over the three-
month period were the removal of 
one exceptionally expensive unit in 
Daikanyama from the market, as well 
as the listing of several lower-priced 
units in Nanpeidai and Omotesando. 
Quarterly volatility can therefore be 
attributed to the limited volume of 
available high-end rental apartments 
in the ward, as opposed to major 
fl uctuations in underlying market 
conditions. 

The second most expensive ward for 
luxury residential was Minato, which 
has the highest concentration of 
high-end rental assets of any Tokyo 
district. Asking rents for available 
units here averaged JPY5,728 per sq 
m (JPY18,935 per tsubo), refl ecting 
a decline of approximately 2% over 
the third quarter. An increase in the 
number of three-bedroom units 
being marketed in the ward led to a 
reduction in the average asking rent 
for this unit type. This acted to offset 
healthy quarterly growth in rental 
levels for one- and two-bedroom 
units, where robust demand led to 
slight decreases in availability.

Luxury residential asking rents 
in Tokyo’s third most expensive 
ward, Meguro, remained stable 
for the fourth consecutive quarter 
at approximately JPY5,680 per 
sq m (JPY18,775 per tsubo). The 

area’s high-end residential assets 
predominantly comprise two or 
more bedroom units, which tend to 
be less volatile in terms of demand, 
and subsequently rent, than smaller 
units targeting single occupiers, 
even though the lease-up period is 
slightly longer. The more rapid rental 
fl uctuation seen in neighbouring 
wards such as Shibuya and Minato is 
therefore less likely to occur. 

Rental movement demonstrated an 
upwards trend in Shinagawa and 
Shinjuku wards, where average asking 
rents increased by approximately 
5.2% and 3.5% respectively. In both 
areas, the driver of growth was the 
release of new or additional highly-
priced units to the market. Notably, 
average asking rents in Shinagawa, 
which can be categorised as an 
emerging luxury residential location, 
rose above those of the more 
established Chiyoda Ward market. 
This was facilitated by the rental 
increase witnessed in Shinagawa, 
as well as a quarter-on-quarter 
(QoQ) slip in average asking rents 
equivalent to around 7% in Chiyoda.  

Asking rents for luxury rental 
properties demonstrated 
considerable resilience across Tokyo 
through 2011, with average advertised 
pricing decreasing by a moderate 
5% since Q1. This in part refl ects the 
signifi cant rent reductions which have 
already been priced into the market 
following the global fi nancial crisis of 
2008. However, it is also arguable that 
advertised rents belie the full extent of 
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downward pressure at the top end of 
the market. 

Whereas the difference between 
advertised pricing and effective rents 
for mid-market properties is generally 
limited, the divergence for luxury 
properties can be material – particularly 
when incentives are taken into 
account. Although highly dependent 
on the individual property, free-rent 
periods equivalent to one-month’s 
rent have not been uncommon in 
recent quarters, with landlords also 
increasingly willing to discount or 
waiver fi xed costs such as agency and 
gratuity fees (key money). 

The number of international executives 
on expatriate packages – the 
traditional target market for luxury 
rental properties in Tokyo – has been in 

decline in recent years. Indeed, many 
fi rms are reported to have switched to 
the so-called “half-pat” system, where 
overseas employees are responsible 
for their own rental expenses. With 
the expat market not anticipated to 
see a revival in the foreseeable future, 
demand for apartments with rents 
over JPY500,000 per month is likely to 
remain subdued. Strong competition 
between landlords for higher-paying 
tenants will therefore persist, with the 
provision of incentives continuing to 
feature as a tool to prop-up contract 
rents.  


