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RESIDENTIAL 

When the nationwide State of Emergency was announced in 
April, more than a few savvy real estate investors thought it 
would finally bring about some great deals. On the residential 
side, that has yet to eventuate with it becoming maybe the 
strongest seller’s market we have seen in years.


Real estate brokerages and developer show rooms closed in 
April and May, with transactions falling by half. In April, 
transactions of existing apartments across greater Tokyo 
dropped 52% from last year, while May saw a 37% decline. 
They picked up in August with an 18% y-o-y increase, 
followed by a 31% y-o-y increase in October. The average 
sale price per square meter has been increasing y-o-y since 
May. Transactions for existing apartments for the month of 
November reached the highest level seen for that month since 
record-keeping began in 1990. Detached home sales set the 
same record.


The supply of brand new apartments across greater Tokyo is 
expected to have dropped 21.9% from 2019 to 24,400 units. 
In 2001, a record 95,635 units were supplied. 32,000 units are 
forecast to be supplied in 2021. Meanwhile, 35,825 existing 
apartments were sold over the year, further destroying the 
myth that buyers only want new construction.


There were fewer existing apartments listed on the resale 
market. The number of new listings was already dropping prior 
to the pandemic, but the second half of 2020 saw double-digit 
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“Japan has been a 
safe haven for 
foreign funds 
looking for stability 
in turbulent times”  

What’s ahead 

We are expecting current 
market conditions to continue 
until vaccines have been 
successfully rolled out and we 
can return to some normalcy. 
Foreign tourism may not return 
until late 2021 or 2022. 

 
Telework trend 

There are varying opinions on 
how much of this will remain 
permanent given business 
cultural norms and the small 
size of Japanese homes. So far, 
a lot of the news reports about 
the telework trend in Japan 
have been filled with 
anecdotal stories, while the 
sales and population data itself 
has yet to show any noticeable 
shift away from urban centers.  

 
Foreign investment 

Foreign funds have more 
appetite than before for major 
Japanese real estate 
acquisitions. This is in stark 
contrast to the 2008 Global 
Financial Crisis when foreign 
institutional investors were 
offloading their Japanese 
assets amidst an environment 
of tightening credit. 



year-on-year percentage drops in new listings. New listings for 
the year were down 11.3% from 2019. In December, new 
listings in the Tokyo metropolitan area dropped 19.6% from 
2019. Remaining inventory has also been shrinking, reaching the 
lowest level since September 2015. As of December 2020, 
inventory was 19% lower than it was 12 months prior.


Central Tokyo’s three wards of Chiyoda, Chuo, and Minato 
remain popular with apartment transactions in October seeing a 
60.4% y-o-y increase. As of December, the average sale price 
reached the highest level in history while remaining inventory 
dropped to the lowest level seen since August 2015. All in all, 
this has created very tight market conditions. 


This is even more apparent when looking at discounts, or the 
lack thereof. The median discount between the asking price and 
final sale price of an existing apartment in Tokyo’s 23 wards was 
1.04% as of November 2020. Anywhere between 35 ~ 43% of 
transactions went at full ask, while a further third sold at a 
discount of less than 3%.


What’s behind the high prices and strong demand? Low interest 
rates, home loan tax deductions, the sustained high price of 
new construction and its limited supply which has pushed some 
buyers to the existing market, and the shrinking supply of 
existing apartment inventory as home-owners hang onto their 
homes. Also, unlike some other international cities, Tokyo home 
purchases are primarily driven by domestic demand and the city 
has been insulated from any drop off in activity from offshore 
buyers.
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Investors seek 
stable rental 
income, focusing 
their attention on 
Tokyo 

Mid-to-large rental apartment 
buildings have been an 
attractive asset class for major 
investors as they offer stable 
rental income.  

The draw for whole-building 
investors in 2020 was for 
recently-built construction. 
Data from Real Capital 
Analytics showed that 
apartment buildings under 
three years old comprised 
57% of residential building 
transactions in 2020, up from 
a 23% share in 2019.  

Older buildings over 22 years 
old were out of favor, 
amounting to just 2% of 
transactions - a staggering 
drop from a 21% share in 
2019. Newer buildings are 
easier to fill, attract higher 
rents, and are less costly to 
maintain. 

Tokyo was the overwhelming 
choice for investment, 
comprising 59% of 
transactions in 2020, up from 
a 40% share in 2019. Osaka 
was slightly less favorable, 
dropping from a 14% share in 
2019 to a 12% share in 2020. 

The most striking difference 
was in the non-core cities 
where investment dropped 21 
percentage points to 18% in 
2020.  



There has been a very limited exodus out 
of Tokyo. The Japanese population in the 
23 wards as of December was down 
0.2% from its peak in August but has 
increased by over 100,000 residents 
since December 2018.


Typically, over two-thirds of the net 
inflow in residents moving into the Tokyo 
metropolitan area are those aged 20 ~ 
24, which corresponds with university 
students and new hires. 


The disruption to schooling in 2020 may have resulted in fewer students, especially international 
students, moving to Tokyo during the year. Companies may also reduce new hires in early 2021. 
These two factors would likely cause a drop demand for small studio housing and off-campus 
privately-operated student accommodation as we head into 2021. This is apparent with AtHome 
reporting the advertised rent of <30 sqm apartments for single occupancy in Tokyo’s 23 wards on a 
near-consistent decline since March, with rent in December 2020 down 0.9% from the previous 
year. Rents on apartments over 30 sqm in size are all up from this time last year, with apartments 
over 70 sqm seeing rents increase 5.7% from last year. 


Overall, the average apartment rent in Tokyo’s 23 wards hit the highest level on record in 2020, as 
reported by Tokyo Kantei, with a 4.9% increase from 2019. The average has climbed 25% since 
2011.


OFFICE 

The average office vacancy rate in Tokyo’s central five 
business districts reached 4.49% in December, just ten 
months after hitting a record low of 1.49%. This is the highest 
level since September 2015. It peaked at 9.43% in June 2012. 
Minato had the highest vacancy rate of 5.79% in December, 
followed by Shibuya with 5.34%. Chiyoda, which includes the 
Marunouchi and Otemachi centers, was the lowest at 3.23%. 
As of December, office rents have seen month-on-month 
drops for the past five months.


Telework takes over?
According to the Cabinet Office, 48.4% of employers in 
Tokyo’s 23 wards had implemented some form of telework as 
of May. By December, that share had dropped to 42.8%. 
Nationwide, the percentage was 21.5%. The ability to work 
remotely was proportionate to income, with only 12.7% of 
those earning under 3 million Yen a year able to do remote 
work. For those with an annual salary of 3 ~ 7 million Yen a 
year, between 20 ~ 28% were able to telework. The ratio 
widened to 51% for those earning over 10 million Yen.
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AtHome Price Index of Existing Apartments



In May, Hitachi was reported to have asked 70% of staff to 
come to the office for just two or three days a week. In July, 
Fujitsu announced a plan to reduce their office space by half 
over the next three years, while encouraging up to 80,000 
office-workers to work from home. This will leave just 25% of 
staff in the office at any one time. Toshiba may also follow suit 
with plans to shrink their office space by 30%. Mizuho 
Financial Group is allowing up to 25% of staff in their head 
office to telework and introduced a four-day workweek in 
December. Staffing agency Pasona Group opted for a sea-
change, announcing in September that they will be relocating 
their headquarters from Tokyo to Awaji Island in Hyogo. 
Almost 1,200 of their 4,600 staff will be asked to move to the 
island by May 2024.


While some corporations have embraced telework, very few 
have moved to full remote work for all staff, and very few jobs 
can be done fully from home. Relocating a head office 
elsewhere is also very costly exercise. Finding staff can be 
very challenging outside of major urban centers, and 
companies can find themselves isolated from their customers 
and vendors.


Companies will still need to retain office space, and office 
workers that have the benefit of teleworking will likely to be 
required to show their face in the office occasionally. However, 
downsizing may be looked at more seriously as a cost-cutting 
measure. A survey by Mori Building of 1,727 companies in 
Tokyo’s 23 wards in October and November showed that 10% 
were looking to shrink their office space, while 8% were 
looking to expand.


Foreign funds with local teams on the ground have 
benefitted during the international travel bans

Canadian insurance giant Sun Life is expecting the trend to be 
short-lived, with their investment unit BentallGreenOak 
planning to invest up to US$10 billion in Japanese real estate 
over the next two or three years, of which as much as 70% 
may go towards office assets. They are moving quickly, 
acquiring the Avex head office building in Omotesando for 70 
billion Yen (approx. US$675 million). In October, The 
Blackstone Group paid 110 billion Yen (approx. US$1 billion) 
to acquire a portfolio of 18 commercial and residential 
buildings in Tokyo and Osaka from Asian group PAG. This is 
the private equity firm’s fourth acquisition in Japan for the 
year, bringing its total spending to 540 billion Yen.
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Tokyo’s Office 
Vacancy Rate 



According to JLL, Tokyo attracted US$19.3 billion in commercial real estate investment between 
January and September, putting it at the top of their international city rankings, and jumping from 
4th spot in 2019. A third of that investment went into office assets, down 9 points from 2019. A 
further third went towards logistics facilities, up 11 points. Almost 40% of the total volume came 
from foreign funds, up 17 points from 2019. Transaction numbers, however, appear to be down 
with Real Capital Analytics estimating total commercial transactions across Japan up until October 
2020 to be 29% below the number seen in 2019, while overall transaction volume is estimated to 
have fallen somewhere around 20%. 


Tokyo’s real estate market has proven somewhat resilient. That being said, office lease cancellations 
and relocations take time, and the effects will continue to play out into 2021.


RETAIL 

The retail sector has been hit hard by the pandemic, with popular tourist-dependent shopping 
districts seeing a steep drop in sales. Many retailers and food and beverage operators closed 
during the April-May State of Emergency. The ongoing entry ban on foreign tourists dealt a heavy 
blow to districts like Dotombori in Osaka, and Ueno, Asakusa and Ginza in Tokyo. Foot traffic from 
domestic shoppers has not recovered to pre-pandemic levels, with retail and food and beverage 
tenants facing serious challenges. In Ginza, landlords continue to receive requests for rent 
reductions, while lease cancellations are ongoing for non-ground floor retail.


The economic turmoil throughout the year has led to an environment where some corporations that 
have been affected by a downturn in business are left with no other option but to sell off their 
prized real estate holdings, creating some opportunities for investors to obtain assets that may 
never have been attainable otherwise. In prime locations, sellers are finding buyers. Although, 
heavy price discounting is not evident and supply still remains tight.


The most expensive land in Japan, located under the Meijiya Ginza Building in Tokyo, dropped for 
the first time in 9 years with the Standard Land Price seeing a 5.1% fall as of July, 2020. The land 
was valued at 41,000,000 Yen/sqm (approx. US$36,000/sq.ft) in 2020, 55% higher than in 2015.


In July, apparel giant Sanyo Shokai announced the sale of their flagship building in Ginza, with the 
Toyo Keizai publication estimating the sale price to be over 11.7 billion Yen. In the same month, 
HULIC and Fuyo General Lease acquired the Tiffany Ginza Building for an amount insiders 
estimate to be over 30 billion Yen.
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HOTEL 

The second sector to face mounting troubles has been the 
hotel industry. Hotels and short-term stays were already 
reaching over-supply conditions in 2019, making conditions 
exceedingly challenging in 2020. The controversial Go To 
Travel campaign introduced by the national government in 
July had a positive effect on domestic tourism and was 
welcomed by tourism operators, but rapidly rising coronavirus 
cases in November and December saw the government finally 
acquiesce and temporarily suspend the discount travel 
campaign nationwide from December 28. 


After welcoming 31.88 million foreign tourists in 2019, the 
Japanese government set a goal of attracting 40 million 
tourists in 2020, coinciding with the 2020 Summer Olympics. 
International travel bans put an end to that goal. The return to 
international travel like that of 2019 seems a long way off, with 
current conditions likely to continue well into 2021. 


Kyoto City has seen an interesting turnaround, with the 
number of Japanese hotel guests in November increasing by 
42.8% from 2019, spurred on by the Go To Travel campaign, 
autumn leaves, and lack of foreign tourists. The hotel 
operating ratio improved by 22.2 points from the previous 
month to 63.2%, although still falling short of the typical 90% 
ratio seen during previous Novembers.


RESORT 

Anecdotally, summer resort areas such as Atami and Karuizawa appear to have drawn renewed 
interest from Tokyo residents looking to acquire a secondary home outside of the city. The draw to 
these two locations is their ease of access, with Karuizawa just one hour by Shinkansen, and Atami 
just 38 minutes from downtown Tokyo. Buyer demand appears to be focused in the sub-30 million 
Yen range. Atami recorded a net inflow of 19 new residents in November, with 150 residents 
moving in and 131 moving out. One resort specialist brokerage in Atami reported inquiries in 
October to be 2.5 times what they were a year prior, with some properties selling at 1.5 times what 
they were worth four or five years ago. The resort town is appealing to singles but not families due 
to the lack of schooling options, and the current demand is expected to peak out in the first half of 
2021.


On the hotel side, Atami had 11,000 room cancellations over the New Year’s period after the 
government announced the suspension of the Go To Travel campaign, with the hotel occupancy 
rate falling to half of its level from last year.


Hokkaido saw Standard Land Prices fall for the 29th year in a row with a 0.5% decrease in 2020. 
Nevertheless, the ski resort area of Niseko managed to outperform the prefecture average, with a 
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HOTEL AND 
RESORT 
BANKRUPTCIES 

Capsule hotel operator First 
Cabin filed for bankruptcy 
protection in April with debts 
of over 3.7 billion Yen. Two 
months later, Osaka-based 
travel agency White Bear 
Family filed for bankruptcy 
with debts of over 27.8 billion 
Yen. 

In late December, the owner-
operator of the Mount Racey 
Ski Resort and three hotels in 
Yubari, Hokkaido, announced 
their plans to file for 
bankruptcy only a year after 
acquiring the resort due to the 
pandemic and the lack of 
tourists. The ski slopes and 
hotels will not open this 
season. It was estimated that 
the operator had accrued 
debts of over 500 million Yen 
and had just 2 million Yen in 
cash. 



commercial location seeing a 32.0% increase in 2020. The rate of growth has slowed from a record 
66.7% increase seen in 2019. That survey location has seen land prices increase by almost 300% 
since 2015. Singapore-based Shenning Investments is developing a 70 billion Yen luxury Capella-
branded resort in the Hanazono district with completion eyed for 2024~2025. Hong Kong 
developer Apex Property Limited is working on a 10 billion Yen project for villas and a hotel on a 
16-hectare site also in Hanazono. Typically as many as 70% of skiers in Niseko are foreigners, 
which means this season could see visitors at 20 ~ 30% of normal levels.


The location with the highest increase in Standard Land Prices nationwide was the resort island of 
Miyakojima in Okinawa where commercial land prices increased by over 38.9% while residential 
land prices jumped 37.3%.


LOGISTICS 

The logistics sector was the standout performer this year as consumers relied heavily on online 
shopping. Acquisitions of logistics facilities accounted for 30% of commercial real estate 
investment in 2020, according to JLL, up 11 points from 2019. Vacancy rates in the greater Tokyo 
area are sitting at around 0.4%. 


According to the Statistics Bureau of Japan, total online shopping expenditure in October 2020 
was up 37.9% from 2019, while online spending by the average household was up 13.9%. In May, 
the percentage of households to use online shopping exceeded 50% for the first time.


Singapore’s Mapletree Investments is spending 43 billion Yen to develop a logistics center in 
Fukuoka after purchasing 29 acres of land. The warehouses will open in 2023 ~ 2024. They also 
purchased a newly-built 27,000 sqm facility in Hiroshima for 6.37 billion Yen, with an estimated net 
yield of 4.5%.


CapitaLand has partnered with Mitsui & Co. Real Estate to build a 24,000 sqm warehouse in 
greater Tokyo by 2022. The GLP Japan Real Estate Investment Trust REIT raised 55.6 billion Yen to 
acquire seven warehouses in greater Tokyo and Kobe.


One trait about the logistics sector is that many of the properties are build-to-own rather than 
build-to-sell, resulting in very few options for institutional investors to find turnkey assets.
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LAND 

The divergence in the well and poor-performing sectors of the real estate market was apparent in 
land values, with residential sites holding steady and tourist-dependent commercial sites seeing 
steep drops.


Koji-chika assessed land prices announced by the Ministry of Land, Infrastructure, Transport and 
Tourism (MLIT) as of January 1, 2020, increased for the 5th year in a row nationwide. This data, 
however, was prior to the pandemic. The results for January 1, 2021, will be announced this March.


The MLIT reported that there has been no evidence of any work-from-home or escape-to-the-
countryside trend impacting residential land values at present. However, the rise in online shopping 
has heightened demand for warehouse and logistics facilities, with some industrial locations in 
Chiba’s Matsudo City and Saga’s Tosu City seeing Standard Land Prices rise 11 ~ 12% as of July 
2020. 


Only 5 of the 47 prefectures saw residential Standard Land Prices increase this year, including 
Tokyo (+0.2%), Fukuoka (+0.8%), Oita (+0.1%), Miyagi (+0.1%) and Okinawa (+4.0%).


The most expensive residential land in Japan is under the Homat Royal condominium in Akasaka. 
The Standard Land Price increased by 4.2% as of July 2020 thanks to its proximity to the massive 
redevelopment projects underway in the neighboring Toranomon district.
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