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KEY TAKEAWAYS

Average 1F asking rents in Tokyo
contracted by 10.6% half-year-on-
half-year (HoH), primarily due to
the absorption of higher-priced
units, which brought down the
overall average. Achieved rents,
especially for prime units, remain
elevated.

In regional markets, average 1F
asking rents saw a slight uptick of
0.2% over the past half-year. Major
regional submarkets continue to
experience limited availability in
prime areas, which should support
elevated rental levels.

While demand for luxury goods
remains elevated, growing
demand for branded footwear
and eyewear retailers has
intensified competition with
luxury brands for prime spaces
on main streets.

Inbound tourism figures continue
to witness growth in key regional
cities. As inbound visitors
continue to seek out more unigque
cultural experiences, secondary
regional retail markets should
continue to grow in parallel.

Retail investment volumes
exceeded JPY1 trillion in 2025,
roughly 2.0% higher than 2024
figures, demonstrating resilience
in the retail sector.
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Prime retail strengthens amid
heightened competition

Prime main-street retail corridors continue to
outperform, while improvement continues to broaden
across the wider retail market, supported by shifting
consumer demand for lifestyle products, cultural
goods, and experiential services.
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TOKYO SUBMARKET
RENTS

Retail leasing demand in Tokyo remains
robust, supported by sustained inbound
tourism, elevated visitor expenditure,
and sound domestic consumption driven
by steady wage growth. In prime retail
corridors, vacancies remain close to zero,
while prime rents reportedly continue to
increase as competition for well-located
space remains intense. Many higher-priced
units have also been taken up, reflecting
continued occupier demand for quality
retail space.

According to the semi-annual survey
conducted by the Japan Real Estate
Institute (JREI) and BAC Urban Projects,
average asking rents for 1F units in Tokyo
contracted by 10.6% HoH and 7.3% year-
on-year (YoY). This decline was largely
driven by the absorption of a handful of
premium-priced units, which lowered the
overall asking rent average. Meanwhile,
non-1F asking rents grew by 1.0% HoH
and 4.6% YoY. Looking ahead, tight
availability in prime areas and sustained
retailer demand are expected to continue
supporting overall market sentiment.

Ginza

Ginza's retail market remains highly
competitive, with vacancy on prime streets
virtually non-existent and prime rents
reportedly continuing to increase. The
absorption of several higher-rent listings
also points to sustained occupier demand
for well-located space. Average 1F asking
rents in Ginza contracted by 10.0% HoH

and 6.2% YoY to JPY63,700 per tsubo

in 2H/2025. The decline in asking rents
mainly reflected the absorption of higher-
rent listings, while actual rent levels remain
elevated. Meanwhile, non-1F asking rents
climbed by 4.2% HoH and 10.4% YoY to
JPY37,200 per tsubo.

Ginza remains a premier location for
luxury and flagship retail, with several brands
opening new stores in the area. In December
2025, the CASA LOEWE Ginza flagship store
launched at the Ginza 5-chome intersection,
establishing LOEWE's largest store in Japan,
reflecting strong demand among luxury
tenants for prime retail frontage. Ginza has
also seen increasing activity from footwear
and eyewear brands benefitting from strong
inbound demand. For instance, the On
Flagship Store Tokyo Ginza, a sportswear
retailer that opened in September 2025,
has attracted considerable interest from
inbound tourists. Meanwhile, JINS, an
eyewear retailer, opened its first global
flagship store in March 2026 across from
the Apple Ginza store.

Ginza’s retail market continues to
perform strongly, supported by strong
inbound tourism and steady luxury
consumption. Asking rents in the 1- and
7-chome areas are slightly softer relative
to Ginza's core prime retail area between
2-chome and 6-chome, with the latter
continuing to benefit from consistently high
footfall that supports elevated rent levels.

Omotesando

Omotesando’s retail market remains firmly
supported by tight vacancy along the main
streets and sustained tenant demand. Along
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FIGURE 1: TOKYO 1F RENTS, 2014 - 2H/2025
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Omotesando-dori, the area’s main prime
retail corridor, achieved rents reportedly
remain high, with many cases exceeding
pre-pandemic levels. Average 1F asking rents
in Omotesando decreased by 11.5% HoH and
11.2% YoY to JPY54,100 per tsubo. The rise
in 1F listings in off-main-street locations
within Minami-Aoyama 3-chome and
Jingumae 5-chome, has weighed on overall
1F asking rents. Non-1F rents rose by 3.7%
HoH and 1.6% YoY to a record high of
JPY39,300 per tsubo, remaining the highest
among Tokyo’s non-1F retail rents. Vacancy
remains tight in the prime areas along the
main streets amid strong tenant demand.

The Omotesando area is well known
for its diverse retail offerings, ranging from
luxury and designer brands to affordable
and trend-driven apparel, as well as
experiential entertainment, and a wide
range of food and beverage options. The
Omotesando intersection continues to
attract strong interest from luxury tenants,
as demonstrated by Patek Philippe’s
relocation from Kotto-dori in Minami-
Aoyama to Omotesando in February 2026.
The new boutique spans nearly 400 sg m
of retail space, making it the brand’s largest
boutique globally.

Meiji-dori and Cat Street continue to
attract younger, trend-driven consumers
with their more modern and lifestyle-
oriented offerings, as well as restaurants
and cafés. Several new-store openings and
leases from sports, footwear, and food and
beverage brands could be seen, including
the opening of MILLET BRAND STORE
TOKYO SHIBUYA and BLUE BOTTLE
COFFEE HARAJUKU CAFE in March 2026.
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Shinjuku

Shinjuku’s retail market continues to show
resilient leasing conditions, with average
rents on prime streets remaining elevated.
Similar to Omotesando, the decline in
overall average rents was mainly driven by
an increase in vacancies outside the prime
streets. Average 1F asking rents in Shinjuku
corrected by 16.8% HoH and 5.5% YoY,
reaching JPY53,500 per tsubo. Non-1F
rents also fell by 4.2% HoH, but increased
by 5.2% YoY to JPY34,300 per tsubo.

Amid stronger inbound consumer
demand for lifestyle goods, brands in
these segments continue to expand,
supporting tenant demand despite limited
availability in prime locations along the
main street. Korean eyewear brand BLUE

Prime retail corridors
along the main streets
maintain near-zero
vacancy rates with
elevated rents.

RONRICH TAN

ELEPHANT opened its BLUE ELEPHANT
SHINJUKU FLAGSHIP STORE on Shinjuku-
dori beneath the iconic 3D cat billboard
at Shinjuku East Exit. In April 2026, JINS
opened its largest flagship store globally,
spanning three floors at the Shinjuku
3-chome intersection.

While the ongoing redevelopment of
the Shinjuku West Exit area continues
to make progress, rising construction
costs and labour shortages continue to
delay redevelopment projects nationwide,
such as the Shinjuku Southwest Exit
redevelopment project. Overall, Shinjuku
remains a popular location which
should continue to attract domestic and
international consumers with its broad mix
of retail and food and beverage offerings.

FIGURE 2: TOKYO NON-1F RENTS, 2014 - 2H/2025
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Shibuya

Shibuya’s retail market continues to see firm
tenant demand, particularly from brands
popular with inbound tourists. Vacancies on
prime streets remain extremely limited, with
prime-quality units being taken up rapidly
when they become available, contributing to
the softness in average 1F asking rents.

According to the semi-annual survey
conducted by JREI and BAC Urban
Projects, average 1F asking rents in Shibuya
recorded a moderate decline of 1.5% HoH
and 6.2%YoY to JPY45,500 per tsubo in
2H/2025. Meanwhile, non-1F rents inched up
by 0.3% HoH and 1.9% YoY to JPY37,400 per
tsubo. Looking ahead, tight availability and
sustained demand from inbound tourism-
oriented retailers are expected to continue
supporting positive market sentiment.

Shibuya remains a key hub supported
by its diverse mix of fashion, dining,
entertainment, and other sub-culture
offerings. The area’s consistently high foot
traffic, particularly among inbound tourists,
is expected to further support healthy rental
market conditions. A notable opening is
Tower Records Shibuya, which completed
a partial renovation in February 2026. The
store aims to capture growing demand
from fan culture including J-POP, K-POP,
and animation music. On Inokashira-dori the
MUSASHI JAPAN Shibuya Center Gai Knife
Shop opened in October 2025, targeting
strong inbound interest in Japanese
craftsmanship through an experiential
retail concept. Additionally, the ongoing
redevelopment of Shibuya Marui is nearing
completion which should further enhance
the area’s appeal with its new offerings.

REGIONAL CITIES
Average 1F asking rents in regional cities
saw a slight uptick of 0.2% HoH but
experienced a slight decrease of 0.9%

YoY to JPY26,680 per tsubo in 2H/2025.
Meanwhile, non-1F asking rents rose by
1.8% HoH and 0.7% YoY to JPY16,680 per
tsubo. Government initiatives and funding
are increasingly being directed towards
secondary regional markets to help disperse
tourist flows and alleviate overtourism
pressures in popular destinations,
supporting retail growth prospects across a
wider range of regional markets.

In Osaka’s Shinsaibashi submarket,
average 1F asking rents decreased by
11.3% HoH and 16.2% YoY to JPY27,400
per tsubo. Meanwhile, non-1F units rose
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by 3.6% HoH and 1.2% YoY to JPY17,500
per tsubo. Vacancy of prime 1F units
along Midousuji, Shinsaibashi, and
Dotonbori remains tight, while an increase
of available units in secondary retail
areas has contributed to lower average
1F asking rents. A prominent opening
was Quartz Shinsaibashi on Midousuji,
which commenced operations in April
2026, with luxury tenants including
Cartier and BVLGARI occupying its retail
floors. As the building also consists

of office and hotel space, the area is
anticipated to see increased footfall and
benefit nearby retail establishments.

The Shinsaibashi submarket remains
attractive to consumers with its variety
of high-end brands, restaurants and
cafés, entertainment, and pop-culture
shops. Going forward, leasing activity is
anticipated to remain robust with luxury-
brands and second-hand goods stores
vying for limited prime units, which should
support elevated rent levels.

In Nagoya, Sakae’s average asking 1F
rents grew by 3.4% HoH and 6.5% YoY to
JPY24,500 per tsubo. Similarly, average non-
1F rents rose by 2.5% HoH, but remained flat
over the year at JPY16,500 per tsubo. While
overall vacancy has seen a slight increase,
units in prime areas remain limited. Several
department stores have undergone, or are
currently undergoing, renovations aimed
at better catering to younger consumers
and inbound tourism demand. Matsuzakaya
Nagoya has begun renovating on roughly
seven floors in its South Building, which will
be repositioned towards more contemporary
and experiential retail operated by
PARCO. With the Meitetsu Nagoya Station

redevelopment project being postponed,
Sakae is anticipated to remain Nagoya’s
primary retail district.

Average 1F asking rents in Fukuoka’s
Tenjin jumped by 37.5% HoH and 27.3% YoY
to JPY34,500 per tsubo. Non-1F asking
rents increased by 3.5% HoH and 9.0% YoY
to JPY20,600 per tsubo. Inbound tourism
growth has contributed to the rise in asking
rents. Retail stores popular with inbound
tourists, including several high-end watch
brands such as IWC SCHAFFHAUSEN,
have opened in the area. Looking ahead,
more brands popular with inbound tourists
are anticipated to expand in the area.

The Kyushu region continues to welcome
record levels of inbound visitors reaching
5.8 million people in 2025, an increase of
roughly 16% compared to 2024. As inbound
tourism growth increasingly extends into
regional markets, Tenjin is expected to
continue seeing steady rental demand.

In Sendai, average 1F asking rents
decreased by 2.8% HoH, but rose by 1.9%
YoY to JPY27,300 per tsubo. Average
non-1F asking rents fell by 1.3% HoH and
1.9% YoY to JPY15,800 per tsubo. Vacancy
continues to be steadily absorbed, and
rents largely remain stable. While the West
Exit of Sendai Station continues to serve
as the city’s primary commercial hub, the
East Exit has seen increased retail activity
in recent years, particularly with several
hobby and entertainment-related tenants
commencing operations in March 2026.
That said, many long-term redevelopment
projects around Sendai Station are facing
delays which is likely to keep rents broadly
stable in the near term.

FIGURE 3: 1TF RENTS IN RETAIL DISTRICTS OF REGIONAL CITIES,

2014 - 2H/2025
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Average 1F asking rents in Sapporo
dropped by 22.1% HoH and 21.2% YoY
to JPY19,700 per tsubo. Average non-1F
asking rents remained flat over the past
half year, but fell by 71% YoY to JPY13,000
per tsubo. Similar to other prime retail
areas in major cities, the absorption
of higher-priced units has contributed
to lower average asking rents. Overall
vacancy remains tight with actual rents
remaining elevated. Redevelopment
projects in the Odori and Sapporo Station
area, including the Sapporo Daibiru
redevelopment project, continue to make
progress and are expected to attract
strong tenant demand. Meanwhile, inbound
tourism numbers in Sapporo have returned
to near pre-pandemic levels which should
support further growth in retail activity.

INBOUND TOURISM
TRENDS

Based on data from the Japan National
Tourism Organization (JNTO), tourist
arrivals reached a new record in 2025, at
approximately 42.7 million visitors, a 16%
increase from 2024, supported by growth
in arrivals from other Asian and European
markets. Inbound arrivals got off to a good
start in Q1/2026 with preliminary figures
from January to March rising by 1.4% YoY
to 10.7 million visitors. Moving forward,
inbound arrival figures will look to remain
elevated and continue supporting Japan'’s
retail sector.

According to Japan Tourism Agency
data, average inbound tourist expenditure
per capita in 2025 increased to
approximately JPY229,000 per traveller,
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FIGURE 4: INBOUND TOURISTS EXPENDITURE, 2017 - Q1/2026
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*Figures for 2020-2022 are excluded due to the impact of the pandemic

a modest 1.0% increase from 2024 and a
more impressive 44% jump compared to
2019 (Figure 4). In addition, 2025 inbound
tourism spending recorded a cumulative
total of JPY9.4 trillion, a 16.4% YoY
increase from 2024. Preliminary tourism
spending figures for January to March
2026 increased by 2.5% YoVY to JPY2.3
trillion and is expected to remain elevated,
providing continued support for Japan’s
retail industry.

Government initiatives aimed at
dispersing visitors from highly concentrated
and popular destinations such as Tokyo,
Osaka and Kyoto to other regional areas
should help support economic activity
across a broader range of local markets.

FIGURE 5: RETAIL PROPERTY INVESTMENT BY REGION, 2009 - Q1/2026*
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INVESTMENT TRENDS
The semi-annual survey conducted by
JREI in October 2025 shows that the cap
rates of prime retail properties continue
to remain stable across Japan. Nagoya
experienced a slight compression of

10 basis points (bps) HoH. Suburban
shopping centres also demonstrated
strong stability with Tokyo seeing a slight
compression of 10bps HoH. That said, it
should be noted that actual market cap
rates could be as much as 100bps lower
than these surveyed cap rates.

Retail assets remained popular
among investors as data from MSCI show
transaction volumes in 2025 exceeded
JPY1 trillion, roughly 2.0% higher than
the previous year, demonstrating the
continued resilience of the retail sector.
Core prime retail assets in Tokyo continue
to be viewed as more stable investments
amid record inbound tourism figures and
positive wage growth benefitting domestic
consumption. In parallel, regional and
suburban retail properties continue to
garner interest with a number of notable
transactions over the past half year.

In December 2025, PAG and KKR
announced a JPY477 billion staged share
acquisition of Sapporo Real Estate, which
included several assets such as a 70%
quasi co-ownership interest in Yebisu
Garden Place, as well as Sapporo Factory.
Sapporo Factory, which is a mixed-use
retail and hotel property in Hokkaido, had
an estimated transaction value of JPY54.2
billion within the broader deal.
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TABLE 1: SELECTED RETAIL TRANSACTIONS, ANNOUNCED DEC 2025 - MAY 2026

PROPERTY NAME LOCATION

Izumi, Osaka

Mallage Shobu
(80% equity interest)

Kuki, Saitama

Source: Press releases, Nikkei RE, MSCI, Savills Research & Consultancy

OUTLOOK

Japan’s retail sector maintained its positive
momentum in 2H/2025. Availability of
prime units on the main streets remains
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GFA PRICE
(sQ M) (JPY BIL)
160,000 Est. 54.2

5,200 Approx. 40.0
77,400 26.3
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A0 wo
(T:;(r?éggt()ed) 15:8

destinations. In conjunction with new
developments, the increased foot
traffic should help boost retail activity,
supporting the retail rental market.

limited in Tokyo and major regional cities.
Increased leasing activity can be seen in
other retail segments catering to more
lifestyle and experiential consumption
particularly in submarkets that see high
inbound tourism traffic.

Regional markets are also seeing
increased footfall as repeat travellers
venture beyond popular tourist

Markets catering to inbound tourism
demand will likely continue to witness
strong performance. Regional areas that
can provide unique, authentic cultural
experiences may witness growth as
inbound visitors expand their search for
experiences and goods unigue to Japan.

Japan remains a popular destination
with its reputation for world-class safety,

DIRECT

CAP RATE EDNER

= SPC of PAG and KKR

- Mantomi Asset Management

41% KDX Realty Investment
e Corporation

SPC managed by Sumitomo
- Mitsui Trust Real Estate
Investment Management

4.8% Frontier Real Estate
Investment Corporation

- Fuyo General Lease

competitive value, and variety of offerings.
Despite global headwinds, preliminary
inbound tourism numbers for January to
March 2026 surpassed the same period in
2025, providing a positive outlook for the
retail sector.
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