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SUMMARY

House or apartment sharing does not form a major segment of the rental market in 
Tokyo. As a result, there is a large, stable market for small- to mid-sized units.

   The population of Tokyo Prefecture 
totalled just under 13.3 million as of 1 
June 2013, up 0.4% year-on-year (YoY). 
 
   As of  Q2/2013, the average asking 
rent for mid-market apartments in Tokyo’s 
23-ward area was JPY3,527 per sq 
m (JPY11,660 per tsubo), down 0.7% 
quarter-on-quarter (QoQ).

   Rents in the core-eight residential 
wards remained approximately 10% 
higher than the 23-ward average at 
JPY3,882 per sq m (JPY12,834 per 
tsubo), having also slipped 0.7% QoQ.

   Average rents in Tokyo’s core-three 
residential wards were stable QoQ 
at JPY4,176 per sq m (JPY13,807 

per tsubo). The premium payable for 
Minato, Shibuya and Meguro wards 
over the 23-ward average reached 
18.4% – up from 17.6% in Q1. 

   Average asking rents for compact 
units of less than 45 sq m were generally 
steady from the preceding quarter. 
Larger units of up to around 75 sq m 
demonstrated some downward volatility, 
partly attributable to rental discounting 
going into a quieter summer period. 

   The average occupancy rate for 
J-REIT-owned rental apartments in the 
23-ward area was 96.2%, remaining 
above the 95% threshold for the 11th 
consecutive quarter. 

“Mid-market residential rents in 
the 23-ward area demonstrated 
a slight quarterly downward 
adjustment in Q2, in part due 
to a seasonal slowdown in 
relocation demand. Rents in 
Tokyo’s three most expensive 
residential wards, however, 
remained fi rm, boding well for 
the market in the near term.”                         
Will Johnson, Savills Research
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MAP 1

Tokyo’s 23 wards delineated by survey area

Source: Savills Research & Consultancy

Demographic trends
Despite occupying just 0.6% of the 
total area of Japan, approximately 
10.4% of the national population – 
just under 13.3 million people – were 
residents of Tokyo Prefecture as 
of 1 June 2013. Approximately 9.0 
million, or 68% of these residents, 
live in the capital’s central 23-ward 
area. Expanding the geographical 
definition to encompass the densely 
inhabited districts of neighbouring 
prefectures, Greater Tokyo’s 
population incorporates in excess of 
37 million people, making it the most 
populous urban agglomeration in the 
world1.

Continued urbanisation, bringing with 
it in-migration from regional towns 
and cities, saw Tokyo’s prefectural 
population rise 0.4% YoY as of 1 
June 2013. Continuing an ongoing 
trend, higher rates of growth were 
seen in the central areas of the 
capital: the 23-ward area population 
rose 0.5% YoY while the number of 
residents in the core-eight2 and core-

1 Tokyo Metropolitan Government, MIAC, United 
Nations Department of Economic and Social Affairs
2 Tokyo’s core-eight wards are defi ned as Bunkyo, 
Chiyoda, Chuo, Meguro, Minato, Setagaya, Shibuya 
and Shinjuku.

three3 residential wards (as defined 
by Savills) rose 1.0% and 1.2% YoY 
respectively.

3 Tokyo’s core-three wards are defi ned as Meguro, 
Minato and Shibuya.

The total number of households in 
Tokyo prefecture rose 4.2% YoY 
as of 1 June 2013 to just below 6.8 
million. New household formation 
continued to grow at a higher rate 
in the central areas of the city, 
with the core-eight and core-three 
residential wards seeing growth of 
approximately 6.2% and 7.0% YoY 
respectively. 

Tokyo’s stable demographics 
combined with a gradual trend 
toward smaller household sizes 
(see Table 1) support rental trends 
in the mid-market residential sector, 
particularly modern apartment 
buildings designed for single 
occupier and so-called DINK (Dual 
Income, No Kids) households. 

Tokyo mid-market 
apartment rental 
trends
As of Q2/2013, average asking 
rents for mid-market apartments4 
in Tokyo’s 23-ward area stood at 
JPY3,527 per sq m (JPY11,660 
per tsubo5). Reflecting a moderate 

4 Rental data has been compiled by Savills 
utilising over 20,000 leasing comparables and 
is based on average advertised monthly asking 
rents for 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). 
5 1 tsubo = approximately 3.3 sq m or 35.6 sq ft.

TABLE 1

Population and households in Tokyo as of 1 Jun 2013

Source: Savills Research & Consultancy based on Tokyo Metropolitan Government data

Population % YoY
% change over 

1 Jun 2011

 Tokyo Prefecture 13,277,001 0.4 0.7

 23 wards 9,049,604 0.5 0.9

 Core-eight wards 2,311,460 1.0 1.9

 Core-three wards 697,228 1.2 2.4

No. of households % YoY
% change over 

1 Jun 2011

 Tokyo Prefecture 6,757,660 4.2 5.1

 23 wards 4,838,497 4.9 5.9

 Core-eight wards 1,323,695 6.2 7.6

 Core-three wards 408,730 7.0 9.1

No. of persons per household

1 Jun 2013 1 Jun 2012 1 Jun 2011

 Tokyo Prefecture 2.0 2.0 2.1

 23 wards 1.9 2.0 2.0

 Core-eight wards 1.7 1.8 1.8

 Core-three wards 1.7 1.8 1.8
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decline in advertised rents, the 
market average slipped 0.7% QoQ 
or 1.1% compared with the same 
period of last year.

Asking rents in the capital’s core-
eight residential wards averaged 
approximately JPY3,882 per sq m 
(JPY12,834 per tsubo), representing 
a premium of approximately 10% 
over the 23-ward average. Quarterly 
movement in this central survey area 
was in line with that seen in the 23-
ward survey area as a whole. 

In Tokyo’s core-three residential 
wards, average asking rents for mid-
market units remained stable from 
the previous quarter at JPY4,176 per 
sq m (JPY13,807 per tsubo). Minato, 
Shibuya and Meguro remained the 
three most expensive wards in the 
city, commanding an 18.4% rental 
premium over the 23-ward average 
– up from 17.6% in Q1. While stable 
from the preceding quarter, the 
average rent for this core survey 
area was down 2.6% YoY due to 
an increase in lower-priced units 
available for lease.

Tokyo mid-market 
apartment rents by unit 
size-band
Tokyo’s rental market is characterised 
by 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 or apartment 
sharing does not form a major 
segment of the rental market in 
Tokyo. As a result, there is a large, 
stable market for small- to mid-sized 
units.

As shown in Table 2, rental pricing 
per sq m for smaller units targeting 
single occupiers is more expensive 
on average than that asked by 
landlords for 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.

In Q2, average asking rents for units 
in the 15- to 30-sq m size-band were 
generally stable on a QoQ basis, 
with rental growth strongest in the 

core-three wards at 1.0%. Average 
rents for units in the 30- to 45-sq 
m size-band also remained more or 
less in line with the levels recorded in 
the preceding quarter. The greatest 
quarterly movement was seen in the 
larger 45- to 60-sq m and 60- to 75-
sq m size-bands, where advertised 
rents declined 1.3% and 3.0% 
respectively at the 23-ward level. 
While this higher volatility is partly 
attributable to the smaller number 
of units listed for rent in this survey 
group, it is also considered to be 
reflective of rental discounting by 
landlords going into the hot summer 
months – typically a seasonal low 
period in terms of demand. 

GRAPH 1

Average asking rents for mid-market rental apartments by survey 

area, Q2/2011–Q2/2013

Source: Savills Research & Consultancy
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TABLE 2

Average monthly asking rents broken down by size-band, Q2/2013

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 % QoQ JPY per sq m % QoQ JPY per sq m % QoQ JPY per sq m % QoQ

23 wards 3,618 -0.3 3,445 0.1 3,279 -1.3 3,261 -3.0

Core-eight wards 3,972 -0.3 3,811 -0.1 3,653 -1.8 3,629 -2.7

Core-three wards 4,326 1.0 4,123 -0.4 4,081 -0.7 4,032 -2.1

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

The prospects for the market

With a large, stable population and a trend towards 
smaller household sizes, modern apartment buildings 
in Tokyo targeting the mid-market are expected to be 
the benefi ciaries of solid demand for the foreseeable 
future. This will mitigate rental volatility over the short 
to mid-term and support high occupancy levels.

In order for a robust recovery in residential rents to 
take place, household incomes would need to trend 
in positive territory for a sustained period. Although 
this is no small order, certain factors suggest that the 
assertive policy initiatives being driven by the Abe 
government and the Bank of Japan have the potential 
to stimulate wage increases. 

The aggressive fi scal and monetary stimulus 
synonymous with ‘Abenomics’ is widely anticipated 
to have a positive impact on the real economy in the 
short term: a sharply weakened yen is supporting 
profi tability in Japan’s large corporate sector, while 
business sentiment is picking up in expectation of 
improved economic conditions. Beyond quantitative 
easing, the key factor in achieving sustainable income 
growth is arguably the structural reforms put forward 
in the government’s third ‘policy arrow’. The bold 
deregulation outlined would encourage businesses 
to increase wages through increased effi ciency 
and greater competitiveness on the global stage. 
However, while recent policy announcements are 
encouraging, further details on implementation are 
needed to gauge their impact over the longer term.

GRAPH 2

Average occupancy rates for J-REIT residential 

assets, Q2/2011–Q2/2013

Source: Savills Research & Consultancy based on publicly disclosed J-REIT* property data
*Nippon Accommodations Fund, Advance Residence Investment Corporation and Heiwa Real Estate REIT.
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Mid-market apartment 
occupancy rates
J-REIT-owned residential assets 
provide a useful benchmark 
upon which to gauge mid-market 
apartment occupancy levels. In 
Q2/2013, the average occupancy 
rate for rental apartment buildings 
operated by J-REITs in Tokyo’s 23 
wards stood at 96.2%, down 70 

basis points (bps) QoQ but remaining 
above the 95% threshold for the 11th 
consecutive quarter. 

In Tokyo’s more expensive core-eight 
wards, J-REIT assets reported an 
average occupancy rate of 96.0%, 
while the core-three wards stood on 
average at 95.4%.


