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SUMMARY
The gradual rental recovery continues, albeit at a slower pace.

 Average mid-market asking rents 
in the 23-ward area stood at JPY3,622 
per sq m (JPY11,974 per tsubo1), down 
0.1% quarter-on-quarter (QoQ) but still 
up 0.5% year-on-year (YoY). 

 After an impressive 1.8% gain 
in Q2 due to new building openings, 
Q4 rents in the central five wards 
continued to correct 0.4% QoQ to 
JPY4,202 per sq m (JPY13,892 per 
tsubo), but are still up 0.2% YoY.

 Tokyo’s Outer East area saw the 
largest growth in 2016, registering 
6.7% growth YoY.

1   1 tsubo = approximately 3.306 sq m or 35.58 sq ft.

 The highest rental premium over 
the 23-ward average was seen in the 
central five wards at 16.2%, while the 
Outer East area continues to show the 
greatest discount at -22.0%.

 The Bank of Japan (BOJ) and 
Financial Services Agency (FSA) 
appear to be stepping up their 
supervision on apartment-related 
loans. 

 Rents for luxury apartments 
reached their pre-recession peak in 
Shinjuku, and other wards are also 
catching up. 

“Mid-market asking rents in 
Tokyo’s 23 wards saw slight 
YoY increases in Q4/2016. 
Growth continues, but more 
slowly than before” Savills Research 
& Consultancy

Image: Tokyo, Japan
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MAP 1

Tokyo’s 23 wards delineated by survey area

Source: Savills Research & Consultancy
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Savills Tokyo residential 
survey: Breakdown by 
geography
In order to illustrate trends in the 
central Tokyo residential market, Savills 
has segmented Tokyo’s 23 wards into 
seven distinct geographical areas: 
Central (or “central five wards”), South, 
West, North (Inner and Outer) and East 
(Inner and Outer). 

Savills rental index: 
Tokyo mid-market 
apartments
Savills collates over 20,000 leasing 
comparables each quarter in order to 
analyse trends affecting mid-market 
rental apartment units in Tokyo. Our 
benchmark rental data is based on 
average advertised monthly rents for 
units which fit the following criteria:

1) one- or two-bedroom rental 
apartments of up to 100 sq m in size;

2) reinforced concrete structures built 
within the last ten years; and

3) properties located in Tokyo’s 23 
wards and situated within a ten-minute 
walk of the nearest station.

In contrast to the luxury residential 
market, advertised or ‘asking’ rents 
for mid-market units fitting the above 
criteria are typically non-negotiable 
and are not subject to incentives such 
as rent-free periods. Savills mid-market 
rental indices are therefore considered 
to closely reflect movement in contract 
rents for the Tokyo market.

Rents in Tokyo’s 23 wards in 
4Q/2016 stand at JPY3,622 per sq 
m (JPY11,974 per tsubo), still 8.6% 
below 2008 levels. Rents dropped 
by 0.1% on a QoQ basis, but are still 
up 0.5% YoY. The QoQ moderation 
represents a correction after rents 
increased for six consecutive quarters 
between Q1/2015 and Q2/2016. The 
city has been undergoing slow, gradual 
increases in recent years, and rents are 
anticipated to continue to grow slowly 
in the near term despite intermittent 
softness. 

Rents in the central five wards register 
at JPY4,202 per sq m (JPY13,890 per 
tsubo), edging 0.4% lower QoQ but 
0.2% higher YoY. The QoQ decrease 
in rent is partially attributable to the 
fact that leasing activities of newly 
opened properties subsided in 
Q4/2016 compared with previous 
quarters. In Minato and Shibuya, 
rents were high in Q3/2016 as 
apartment units of newly opened 
properties were actively leased out. 
Although the current rent is still 4.4% 
below 2008 levels, it is expected to 
keep rising as developers continue 
to add high-quality properties in the 
central area. 

Among properties completed in 
Q4/2016, Park Hills Akasaka and 
Residia Ochanomizu feature units 
charging as high as JPY4,800 per sq 
m, a 14% premium over the average 
in the central five wards. Other 
highly rated, new properties include 
Kachidoki The Tower and Nishisando 
Terrace, where the most pricey units 
lease for JPY4,400 per sq m2. 1 

2   These rents are the highest asking rent on a per 
sq m basis we have observed during our research for 
this report. Readers should be aware that depending 
on which units are listed at the time of publication, the 
highest rent for the same property may differ due to 
factors such as room type, facing direction, floor, and 
size of listed units. Additionally, rents are subject to 
frequent changes by landlords. Therefore, building-
specific rents shown in this report are intended to 
be for illustrative purposes only and should not be 
considered definitive.

GRAPH 1

Tokyo mid-market apartment rental index, Q3/2008–Q4/2016

Source: Savills Research & Consultancy 
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GRAPH 2

Rental premiums and discounts over the Tokyo 23-
ward average, 2011–2016

Source: Savills Research & Consultancy
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GRAPH 3

Average asking rents for mid-market rental 
apartments by survey area, Q3/2013–Q4/2016

Source: Savills Research & Consultancy
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Tokyo mid-market rental 
trends by survey area
Graph 2 shows the differences in 
rental levels between the Tokyo 
23-ward average and each area as a 
rental premium (%) for each year. For 
example, a positive figure depicts the 
extent to which the area’s rental level 
is higher than the Tokyo 23-ward 
average.

In general, centrally located areas 
such as the central five wards and 
their adjacent neighbourhoods show 
higher rental premiums due to their 
convenience and accessibility. Outer 
areas, such as Outer North and Outer 
East, tend to have discounts.

As of Q4/2016, the highest premium 
was observed in the central five 

wards at 16.2%. The South and 
the Inner North recorded positive 
premiums of 4.0% and 2.0%, 
respectively. The outer areas, 
meanwhile, showed discounts. The 
greatest discount was seen in the 
Outer East area at -22.0%, followed 
by Outer North at -13.5% and West 
at -7.3%. The Inner East area – 
comprised of Koto, Sumida and Taito 
wards – currently shows a discount 
of -4.5% and has been catching up 
to the 23-ward average.

Overall, the central five wards 
maintain the largest premium over the 
city average, which has consecutively 
increased over the past five years. 
Although rent discounts in the West, 
Outer North, Inner East, and Outer East 
remain substantial, discounts appear 

to be gradually converging toward the 
average. 

Graph 3 illustrates that the average 
rent in the central five wards is up 
0.2% YoY as of Q4/2016, with strong 
3.2% growth in Chiyoda partially 
offset by softness in Minato and 
Shibuya. Following the growth in 
Q3/2016, the Inner East area showed 
an additional, robust 6.7% gain. The 
Inner East area has been gradually 
catching up to the city average in 
recent quarters, partially due to its 
convenient accessibility to business 
districts and new commercial 
developments around Tokyo Station.    

Tokyo mid-market 
apartment rents by unit 
size 
Tokyo’s rental market is principally 
made up of compact single-occupier 
units, typically less than 45 sq m 
(13.6 tsubo) in size. Unlike other 
major global cities such as London 
and New York, house and apartment 
sharing does not form a major 
segment of the rental market. As a 
result, there is a large, stable market 
for small- to mid-sized units.

Table 1 shows that, in Q4/2016, 
the largest rental increases were 
achieved by larger units (60-75 sq 
m) in Tokyo as newly completed 
apartments were added to the stock. 
Mid-sized units between 30 sq m and 
60 sq m saw modest increases in 
the 23 wards while small single units 
experienced small corrections.

Occupancy rates
Average occupancy rates in Tokyo 
experienced a slight decline in 
Q4/2016 after a moderate gain in 
Q3/2016, decreasing by 0.2ppts 
to 96.2%. The largest decline was 
registered by the eastern areas, 
where average occupancy was down 
1.0ppts. Several new properties 
recently opened on the eastern side 
of Chuo, and the supply increases 
have contributed to occupancy 
declines of properties in the eastern 
areas near the Chuo border. During 
the same period, the central five 
wards have increased occupancy 
by 1.0ppts and partially offset 
occupancy declines in other wards. 

In YoY terms, the average occupancy 
rate for Tokyo’s 23 wards was slightly 
down 0.1ppts while the central 
five wards increased to 96.3% 
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from 96.1%. Due to the small size 
of samples, small fluctuations are 
expected to occur quarter by quarter. 
However, in general, Tokyo occupancy 
remains strong and all survey areas 
are maintaining occupancies above 
95%. 

Luxury residential2 
market in the central 
five wards
In the central five wards, rents of 
high-grade residential properties 
have continued to trend upward for 
four consecutive quarters. As Graph 
5 exhibits, the rent level of the central 
five wards exceeded its historical 
average in 1H/2015 and has recently 
reached its 2006 level. 

Average rent in the central five wards 
peaked in 2007, preceding the crisis 
in 2008. The 2007 average rent for 
high-grade residential property was 
JPY5,203 per sq m (JPY17,200 per 
tsubo), with Chiyoda achieving the 
highest average rent of JPY5,984 
per sq m (JPY19,783 per tsubo) and 
Minato following at JPY5,683 per sq 
m (JPY18,788 per tsubo). 

Although the overall average of 
the central five wards is still about 
18% below its 2007 level, the rent 
in Shinjuku specifically reached its 
pre-crisis peak in Q4/2016 (Graph 
7). Shinjuku experienced the mildest 
decline during the recession and 
has been leading the recovery. 

2   “Luxury residential” is defined as units leasing at 
more than JPY300,000 per month or units more than 
30 tsubo (99.2 sq m) in exclusive area in the central 
five wards.

GRAPH 4

Average occupancy rates for J-REIT 
residential assets, Q1/2013–Q4/2016^ 

Source: Savills Research & Consultancy based on publically disclosed J-REIT* 
property data (* Advance Residence and Nippon Accommodation Fund)  
^ As December data has not been released yet, occupancies in December were 
estimated based on numbers in October and November.
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GRAPH 5

High-grade residential rental index, 
Q1/2003–Q4/2016

Source: Ken Corporation, Savills Research & Consultancy 
The historical average is calculated using quarterly data between Q1/2003 and 
Q3/2016.
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TABLE 1

Average monthly asking rents by unit size, Q4/2016

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 
(tsubo) % QoQ JPY per sq m 

(tsubo) % QoQ JPY per sq m 
(tsubo) % QoQ JPY per sq m 

(tsubo) % QoQ

23 wards 3,660
(12,100) -0.5 3,550

(11,735) 0.6 3,520
(11,635) 0.7 3,600

(11,900) 2.4

Central five wards
4,320

(14,280) -1.0 4,130
(13,655) 1.0 4,100

(13,555) -0.1 4,160
(13,750) 2.3

No. of units surveyed >5,000 >3,000 >1,000 <500

Additionally, openings of high-quality 
residential property such as La Tour 
Shinjuku Garden and Tomihisa Cross 
Comfort Tower contributed to recent 
increases in the average rent. 

Chiyoda, Shibuya, and Minato also 
continue to show positive signs 
of recovery. Rents in Chiyoda are 
nearing their pre-recession peak, and 
the most recent occupancy figures 
in Minato and Shibuya increased by 
0.7ppts and 0.6ppts, respectively, 
compared to the same period 
in 2015. On the other hand, rent 
declined in Chuo as leasing activities 
of new properties such as Park Axis 
Premier Nihonbashi Muromachi 
subsided.  

Overall, the rental trend of high-grade 
residential property in the central five 
wards is positive. Like in Shinjuku, 
rents in Chiyoda, Shibuya, and Minato 
could reach their 2007 levels soon.

BOJ and FSA closely 
monitoring rise in 
apartment lending
The Bank of Japan (BOJ) and the 
Financial Services Agency (FSA) plan 
to heighten their supervision of lending 
to the property sector, especially for 
construction of new apartments, as the 
amount of outstanding loans for real 
estate builds up. 

According to BOJ data, the amount 
of outstanding loans to individual 
apartment owners increased to 22 
trillion yen [US$193 billion] at the end 
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of September 2016, a 4.5% increase 
over September 2015. The increase 
accelerated after inheritance taxes 
were raised in 2015. Real estate 
typically enjoys lower taxes than 
other financial assets.

BOJ and FSA inspectors are 
expected to step up their surveillance 
of banks with increasing apartment 
loans. Authorities will review if 
lenders are properly assessing risks 
and managing loans. 

OUTLOOK
The prospects for the market
Although some small corrections occurred 
after the opening of high quality apartments in 
previous quarters, underlying fundamentals in 
the Tokyo market are still sound. Occupancy 
levels remain above 95% in all the survey areas, 
and the central five wards are seeing a strong 
upward trend, especially in luxury apartment 
rents. As people increasingly move to the city, 
conveniently located, quality properties are 
expected to extend their rental climb, albeit 
slowly, and lead the recovery. 

GRAPH 6

High-grade residential average contract rent by 
ward, 2007–2016

Source: Ken Corporation, Savills Research & Consultancy
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GRAPH 7

High-grade residential average contract rent, 2007—
2016 

Source: Ken Corporation, Savills Research & Consultancy
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