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SUPPLY
Building completions slated for 2015 at 
166,000 tsubo (5,900,000 sqft.) represent 
another substantial year after the 180,000 
tsubo (6,400,000 sqft.) delivered in 2014. 
The 2015 supply is concentrated along the 
key transportation corridor between Tokyo, 
Nihonbashi and Shinagawa. 

New supply jumps to high levels in 2016 
and then soars in 2017, which is shaping up 
to be the highest supply year in a decade. 
Completions for 2018 are also elevated.

The range of options for tenants should 
expand in coming years providing advantage 
and opportunity for strategic realignment and 
business transformation. A large portion of 
the new supply is central. Completions in the 
central 3-wards in 2016-18 are higher than in 
any other recent 3-year period.

The trend for scrap and build continues 
and an increasingly larger portion of the 
new supply is in well-understood business 
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“The range of options for tenants 
is set to expand in coming years 
providing advantage and opportunity 
for strategic realignment and business 
transformation. High quality vacancy 
in existing buildings should be carefully 
evaluated and utilized as negotiating 
leverage for renewals, expiries and 
relocations.”

New Supply: More Central
Fig.1
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DEMAND
Almost all of key 2014 supply was leased 
as of Q1 2015. This represents a significant 
improvement in leasing performance for new 
buildings. By way of contrast, some 2012 
supply took more than 24 months to lease up. 

The pre-commitment level for 2015 supply in 
key buildings is approaching 50%. However, 
the pace has slowed through the first quarter. 
Landlords grew confident, increased asking 
rents and scaled back incentives after early 
initial successes. In response, occupiers 
quickly stepped back. Demand remains highly 
price sensitive. 

HQ relocat ions and Tokyo sales off ice 
consolidations by Japanese firms have made 
up the bulk of recent transaction activity. 

The primary driver is M&A and corporate 
reorganizations. The financial sector which 
has typically been able to absorb higher rent 
levels remains quiet placing a natural damper 
on top rent.

While easing out of a consumption tax 
increase induced recession in the last quarter 
of 2014, the Japanese economy continues to 
face challenges. A weaker yen has increased 
the yen value of overseas revenue and profit 
levels for international Japanese firms are 
high. There is pressure from the Government 
for Japanese firms to re-invest profits and 
raise wages. However it is not clear that there 
is the appetite to do so. Japanese firms remain 
focused on investing overseas for growth. 

districts with extensive infrastructure. The 
emergence of rejuvenated options in central 
locations places pressure on areas that have 
enjoyed favor as alternative sources of quality 
supply. Competition between sub-markets and 
buildings should intensify.

 
 scheduled for 2015

 
 slowed in Q1

 
 and consolidations.
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RENT
Rent levels continued to increase in Q1 albeit 
at a gradually slowing pace. 

Rents on new leases for Most Competitive 
buildings increased 10% on average in 2014. 
It is unlikely that the same pace will be 
maintained through 2015. Top Tokyo office 
rents remain more than 30% below their 
2007 peak. 

Rent increase requests became more common 
during the latter half of 2014 as landlords 
took advantage of the currently tighter market 

generally increased 0-10%, while renewals 
for traditional Japanese lease increases were 
contained in the 0-5% range. 

Landlord incentives for new buildings have 
decreased relative to recent norms, but 
remain generous with long free rent periods, 
building funded upgrades, and phased take up 
available to secure key tenants. It is important 
to evaluate and leverage the overall package 
when applying your negotiation strategy to the 
market. 

Landlords present a confident front as they 
attempt to leverage lower vacancy, reasonable 
levels of pre-commitment and improved 
economic sentiment to secure higher rents 
for new leases and lease renewals. In private 
they are less certain about the future as they 
face the delivery of very high levels of new 
supply in coming years and the redelivery 
of large amounts of high quality space in 
existing buildings as tenants move out to new 
buildings. In a changing market, determining 

After decreasing rapidly in the first half 
of 2014 vacancy has since declined more 
gradually. Overall vacancy in the 23 wards 
decreased to 5.5% compared to 6.0% in mid 
2014. Despite the lower vacancy numbers, 
larger blocks of space in Most Competitive 
buildings are readily available providing choice 
for occupiers.

VACANCY

Stratification of the Tokyo Office Market
The stratification of the market into sections – each a combination of location, building quality and price. Source: Colliers International Research

Fig. 3   Most Competitive Buildings (A)   Competitive Buildings (B)   Least Competitive Buildings (C)

 Building Attributes

  Age:    New 2000 or later    Mid-aged 1990-2000    Old 1990 or older

    Floorplate Size:    Large 200 tsubo or more    Medium 100-200 tsubo    Small 100 tsubo or less

    Physical Features:    Intelligent    Semi-intelligent    Non-intelligent

      OA floor, 24 hr. use, ample power, A/C and cabling space Capacity to upgrade existing facilities    Limited capacity to upgrade

    Pricing:    High value for money     Moderate value for money    Low value for money

    Credit Risk:    Financially stable owner    Fairly stable owner    Financially unstable owner

    Seismological Risk:    Earthquake resistant beyond current code    Meets current code  Earlier code applies

    Location:    Central, convenient transportation    Relatively convenient    Distant, inconvenient transportation

  Market Response

    Vacancy Rates:    Low 0-5%    Medium 5-10%    High 10-20%

    Rents:    Increasing   Bottoming    Flat

    Demand/Supply:    Steady/Increasing    Steady/Decreasing    Weak/Ample
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Fig. 2 Marunouchi, Otemachi, Hibiya

Kojimachi, Hanzomon, Kioicho
Kudan, Jimbocho
Nihonbashi, Yaesu, Kyobashi
Higashi Ginza, Tsukiji, Kachidoki
Kayabacho, Shinkawa, Ningyocho
Toranomon, Shimbashi, Kamiyacho
Akasaka, Roppongi, Aoyama
Tamachi, Mita, Shiba 
Shinagawa, Tennozu, Shibaura
Nishi Shinjuku Skyscrapers
Shibuya, Ebisu, Meguro
Osaki, Gotanda
Ooimachi, Omori, Kamata
Toyocho, Kiba

Most Competitive Sector Rents

Colliers International’s experience shows that after implementing a carefully constructed negotiating strategy, tenants are able to 
realize what is often a significant difference between the landlord’s asking (higher) rent and the rent that is actually achieved.

Chiyoda-ku

Chuo-ku

Minato-ku

Others

Source: Colliers International Research

whether rents should increase, decrease or 
remain flat will require an advanced level of 
market knowledge and professional skills. 
Minimizing increases in 2015 is key, as new 
supply should reduce upward rental pressure 
for several years thereafter.

 1  =  3.3  =  35.5
tsubo           sq.m                 sq.ft     

A significant contributor to vacancy levels will 
be the return of large blocks of space in key 
existing buildings through early 2016. In effect 
some large occupiers are “double booked” 
as they have leased new space and have not 
yet terminated existing leases. Our analysis 
suggests that space equivalent to three or four 
large buildings will be returned to the market 
compounding the issue of large amounts 
of new supply. This high quality vacancy 
in existing buildings should be carefully 
evaluated and utilized as negotiating leverage 
for renewals, expiries and relocations.



502 offices in  
67 countries on  
6 continents
United States: 140
Canada: 31
Latin America: 24
Asia: 39
ANZ: 160
EMEA: 108

 $2.3 billion in annual revenue
 1.7 billion square feet under management
 Over 16,300 professionals and staff
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 the client.

 
 occupancy strategy, relocation and  
 renegotiation services; relationships are  
 long-term and a client’s position in the  
 market is continually monitored.

 
 appraisal, project and property management.

 
 high professional standards.

Active nationwide from offices in Tokyo and Osaka.

The Japan offices of Colliers International were 
established in 1952. We pioneered the concept of 
Tenant Representation in the Japanese market. As 
a Tenant Representative we have the flexibility 
to approach owners and agents alike without any 
obligation or conflict of interest. Moreover, our 
commitment to thorough market research and 
client-focused transactions provides us with a solid 
knowledge base for independent and timely market 
valuations.

CONTACT:

Greg Turnbull 
greg.turnbull@colliers.com

Katsuji Tokita
katsuji.tokita@colliers.com

Halifax Building, 3-16-26 Roppongi, Minato-ku, 
Tokyo 106-0032 Japan

TEL  +81 3 5563 2111
FAX  +81 3 5563 2100
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Accelerating success.

TAKE CONTROL OF YOUR OCCUPANCY STRATEGY

1. Engage a Qualified Advisor
- Ensure that the advisor is independent and has no conflicts of interest with landlords.
- Confirm that the advisor provides thorough market coverage.
- Review the advisor’s knowledge base — e.g. number of transactions recently completed.
- Select an advisor who can assist with strategy development and implementation.

2. Understand The Current Status
- Review current and future occupancy needs.
- Evaluate the terms and conditions of the lease.
- Investigate the building’s physical quality.
- Prioritize requirements (e.g. rents, deposits, facilities, efficiency, location).

3. Consider the Options
- Current status adequate — no action required.
- Expand, contract or renegotiate to obtain better terms in the present location.
- Relocate/consolidate to achieve better terms, facilities and space efficiencies.
- Structure a hybrid solution tailored to specific corporate needs.

4. Develop a Strategy: Implement
- Negotiate from a position of knowledge and strength.
- Maximize leverage through exploring and understanding all options.
- The key to success is flexibility.
- Apply your strategy to landlords rather than playing their game.

5. Monitor the Situation
- Market conditions and corporate objectives may change frequently.
- Traditional Japanese Leases commonly allow for immediate redress of inequities.
- A qualified advisor can continually update a tenant with market information.
- Occupancy strategy is ongoing and should be reviewed at least annually.

www.colliers.com
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