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“Retail sales figures of large-scale stores in Japan’s major cities remained 
robust during 2H/2010, particularly in Tokyo and Osaka where strong 
growth was seen towards the end of the year. In the Tokyo market, 
although downward rental pressure continues to be observed in several 
submarkets, average asking rents for ground-floor units in core locations 
appear to have hit the bottom of the current cycle.”

 Government survey fi gures show that sales volumes 
of large-scale retail stores in Tokyo and Osaka 
improved signifi cantly during Q4/2010, with the 
two largest Japanese cities continuing to surpass 
the regional cities by a considerable margin.

 Despite several department store closures in 
2H/2010, signs of recovery have also been seen, 
including the opening and expansion of retail fl oor 
space in Tokyo and Osaka.

 Although average rental fi gures for Shibuya and 
Ikebukuro experienced signifi cant decline in Q3, 
market fundamentals for well-located assets are 
considered to be stable.

February 28, 2011

 Rental depreciation in prestigious areas of Tokyo 
such as Ginza and Omote Sando over recent 
years has facilitated new store openings by tenants 
traditionally found in secondary locations. 

 Fukuoka, the fourth largest market in Japan in 
terms of retail sales fi gures, will see signifi cant retail 
market expansion going forward. New schemes 
include Japan’s fi rst ‘fast fashion’ mall and a new 
department/speciality store complex in front of JR 
Hakata Station.

 While the retail investment market has remained 
quiet overall, a handful of large transactions were 
reported in 2H/2010. These include DB RREEF’s 
acquisition of the fl agship Uni-Qlo store building 
in Shinsaibashi, Osaka, and the purchase of the 
Ralph Lauren Building in Omote Sando, Tokyo, by 
a consortium led by Secured Capital Japan.
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Retail Sales Trends

According to a monthly retail sales survey produced by 
the Ministry of Economy, Trade and Industry (METI), total 
sales per sqm of fl oor space at large-scale retail stores in 
Japan’s major cities remained stable throughout 2H/2010. 
A strong seasonal increase in sales was seen in all cities 
in December, while an upturn was recorded as early as 
September in Tokyo and Osaka. Between August and 
September, retail sales in Tokyo and Osaka grew by 3.8 
per cent and 2.7 per cent respectively, while Sapporo, 
Yokohama, Nagoya and Fukuoka all experienced slight 
declines in retail trade. In contrast, all cities enjoyed 
double-digit growth in December, largely attributable to 
holiday-period spending. Of the surveyed cities, Fukuoka 
experienced the largest December increase, with sales 
growth of over 40 per cent recorded compared with the 
previous month. As a result, Fukuoka overtook Nagoya 
– a core economic centre within Japan – to become the 
fourth largest market in terms of total retail sales volume.

Total Sales per sqm of Retail Floor Area, 2010 

Despite the general recovery in retail sales revenue 
towards the end of the year, several Tokyo department 
stores have elected to close or reduce sales areas. These 
include traditional Japanese department stores located 
in the heart of the city, such as Seibu, which closed its 
Yurakucho department store in December 2010 after 
26 years of operation, and Matsuya, which reduced the 
sales area of its prominent Asakusa store. In addition 
to downsizing, however, some positive movement was 
also witnessed in 2010. Mitsukoshi’s Ginza department 
store opened its new wing in September, offering over 
38,000 sqm of new sales space and has since reported 
healthy revenue.

In Osaka, Hankyu’s Umeda store is currently undergoing 
renovation and part of the building has already been 
launched. Substantial new supply is expected to be 
launched elsewhere in central Osaka as large-scale 
department stores come on line. Although this is likely to 
lead to fi erce competition between existing department 
stores, overall sales fi gures are expected to increase 
as the new schemes attract greater customer footfall 
in the area.

Tokyo Retail Leasing Market

While rents for retail space in Tokyo’s major submarkets 
have continued on a downward trend since the global 
fi nancial crisis of 2008, the rate of decline appears to 
have moderated in recent quarters. In Q3/2010, the 
average rental level for ground-fl oor units in Tokyo 
fell by 7.3 per cent year-on-year. While still in decline, 
this fi gure demonstrates a marked improvement from 
Q1/2010, when year-on-year negative growth of around 
15 per cent was recorded.

At the submarket level, Shibuya and Ikebukuro recorded 
Q3 declines of 12.5 per cent and 17.5 per cent year-
on-year, respectively. Downward rental pressure in 
these two major shopping destinations is likely to 
have been exacerbated by a general fall in retail rents 
at more prestigious locations in Tokyo, particularly 
Ginza and Omote Sando. Asking rents in these prime 
submarkets have fallen considerably since the highs 
of 2007 and, although now nearing the bottom of the 
current rental cycle, are presenting the chance for 
traditional tenants of secondary retail locations such as 
Shibuya and Ikebukuro to upgrade. While average rents 
in Shibuya and Ikebukuro have suffered in the recent 
economic climate, these two locations remain key retail 
destinations within Tokyo. In fact, market intelligence 
suggests that ground-fl oor rents for prime buildings in 
these submarkets did not change signifi cantly in 2010. 
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In Shinjuku, although average ground-floor rents in 
Q3/2010 recorded a moderate decline of 5.6 per cent 
quarter-on-quarter, a considerable improvement was 
recorded year-on-year – equivalent to rental growth of 
22 per cent. Rather than highlighting trends in the actual 
rental market, however, recent rental volatility in the ward is 
believed to refl ect changes in the survey data group, which 
has seen a considerable reduction over the period. Market 
sentiment suggests that Shinjuku retail rents remain under 
pressure and are still in the process of bottoming out.

Average Asking Rents for Ground-fl oor Space in 
Tokyo’s Major Retail Submarkets, Q2/2009 – Q3/2010

 
Market Update - Fukuoka City

Fukuoka’s First ‘Fast Fashion’ Mall Is Due to Be 
Launched 

Fukuoka Jisho, one of the leading real estate developers 
in western Japan, has unveiled plans to construct a new 
large-scale shopping mall adjacent to Canal City Hakata, 
one of the most popular shopping destinations in Fukuoka 
City, from September 2011. The new development, 
tentatively named Canal City 2, is expected to attract 
predominantly ‘fast fashion’ retailers – those that 
specialise in affordable, off-the-rack fashion apparel and 
accessories – as tenants. Domestic retailer Uni-Qlo and 
Spanish fashion brand ZARA have both announced plans 
to occupy around 2,500 sqm at the mall; for the former, 
the location will become their largest store in Kyushu in 
terms of sales area. A leading competitor of the these 
retailers, Sweden-based Hennes & Mauritz AB (H&M), 
also plans to open its fi rst store in Kyushu at the new mall 
and has agreed to take a retail unit of more than 2,300 
sqm of space. Another Japanese casual fashion brand, 
Point Co., Ltd., is also due to open one of its largest stores 
in Japan in the mall upon its completion, having pre-let 
a sales area of around 1,500 sqm. 

High street fashion brands have been steadily increasing 
their footprint in Fukuoka City, as well as in Tokyo and 
Osaka. US-based Abercrombie & Fitch selected the city 
for its second fl agship store in Japan due to its reputation 
as a fashionable city able to attract tourists from other 
Asian countries such as China and South Korea. The 
store, which opened in November, is situated along Tenjin 
Nishi Dori, one of the most prestigious retail passages in 
Fukuoka. Another US retailer, GAP, already manages fi ve 
locations in central Fukuoka under the GAP and Banana 
Republic brands.

Fukuoka’s JR Hakata Station Development

In addition to Canal City 2, Fukuoka City has been 
targeted as the destination of other large-scale retail 
development schemes in recent years. In March 2010, 
Mori Trust-affiliated retail building manager Parco 
opened its fi rst Kyushu store in the city. This is set to 
be followed by the city’s largest development in recent 
years – JR Hakata City – which is due for completion as 
part of the JR Hakata Station Redevelopment Project. 
Coinciding with the opening of the Kyushu Shinkansen 
(high-speed bullet train) in March 2011, the JR Hakata 
City retail building will cater for various kinds of retailers 
including Hankyu department store and Tokyu Hands, 
who will be the anchor tenants. Given that Fukuoka 
City is recognised as the number one destination in 
Kyushu area for both business and retail activities, it is 
anticipated that the Kyushu Shinkansen will bring a large 
number of potential customers to the city, especially 
from southern Kyushu.

Japan Retail Investment Market

While the Japanese retail investment market remained 
relatively quiet in 2H/2010, a handful of large transactions 
were recorded. In October, Parco Co., Ltd., a subsidiary 
of Mori Trust, acquired the P’Parco (P-Dash-Parco) 
department store building located in front of Ikebukuro 
Station from Trinity Investment Gamma YK, an 
anonymous domestic SPC. Parco is the sole occupier of 
the property – a building which was completed in 1994 
– and the sales price was approximately JPY10.4 billion.
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Foreign institutional investors have shown renewed 
interest in the market, particularly for prime buildings 
in core city-centre locations. In Tokyo, Secured Capital 
teamed up with US-based Trinity Investment and Orix 
Real Estate to acquire the Ralph Lauren Building in 
Omote Sando at an NOI yield of approximately 4.5 per 
cent. The sales price is rumoured to have been around 
JPY31 billion, which equates to over JPY4.7 million per 
sqm. Elsewhere, Deutsche Bank’s RREEF acquired a 
brand-new retail building in the heart of Osaka from 
AIG Global Real Estate for around JPY19.4 billion. The 
building is fully occupied by Yamaguchi prefecture-based 
global casual wear brand Uni-Qlo. 

Notable Retail Transactions in 2H/2010
Property 
Name

Location GFA 
(sqm)

Price 
(JPY bil / 

JPY per sqm)

Yield 
(%)

Buyer Seller

Oct 2010

P'Parco 
Ikebukuro

Toshima, 
Tokyo

9,418 10.13 bil / 
1,076,187 per 

sqm

5.0 Parco 
Co., Ltd

TRY 
Investment 

Gamma 
YK

Shisaibashi 
Sl Building 
(Uni-Qlo)

Osaka, 
Osaka

4,000 19.36 bil / 
4,840,630 per 

sqm

5.0 RREEF AIG Global 
Real 

Estate

Nov 2010

Ralph 
Lauren 
Building

Shibuya, 
Tokyo

6,563 31.0 bil / 
4,723,334 per 

sqm

4.5 JV* NSM 
Omote 

Sando GK

Dec 2010

Ginza Zara Chuo, 
Tokyo

1,753 18.0 bil / 
10,269,108 per 

sqm

N/A GZ 
Holdings

Nomura 
Holdings

Source: Real Capital Analytics, Savills Research & Consultancy
* The acquisition is a joint-venture by Secured Capital, Trinity Investment and Orix 
Real Estate.




