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The Monthly Economic 
Report announced by the 
Cabinet Office on April 17, 
2014, states that “The 
Japanese economy is on a 
moderate recovery trend, 
while some weak 
movements are seen lately 
due to a reaction after a 
last-minute rise in demand 
before a consumption tax 
increase. 

Private consumption shows 
weakness lately due to a 
reaction after a last-minute 
rise in demand before a 
consumption tax increase. 
Business investment is 
picking up. Exports are flat 
and industrial production is 
almost flat. Corporate 
profits are improving. 
Firms' judgment on current 
business conditions is 
broadly improving. 
However, firms are 
cautious about the 
immediate future. The 
employment situation is 
improving steadily. 
Consumer prices are rising 
moderately.” 

According to the GDP 
Flash Report [Oct-Dec 
Quarterly QE-2] that the 
Cabinet Office announced 
on March 10, 2014, the 
growth rate of the GDP 
rose 0.2% on a quarterly 
basis and by 0.7% on an 
annual basis.  

 

Outlook for Japan 
 

The short-term projection 
is as follows: “Although 
weakness remains for the 
time being due to the 
reaction after a last-
minute rise in demand, the 
economy is expected to 
recover as the effect 
gradually lessens, while 
the effects of the policies 
support. However, slowing 
down of overseas 
economies is still 
downside risk of the 
Japanese economy”. 

Economic prospects of 
several private think tanks 
are summarized as 
follows:  

Backed up by the last-
minute consumption 
before a rise in 
consumption tax, growth 
in Jan-Mar Quarter 2014 
is to be accelerated. It will 
be, however, followed by 
decline throughout the 

fiscal year of 2014 after 
the rise in consumption 
tax additionally influenced 
by the price rising against 
remaining the real income. 

Although the financial 
market seems serene 
under the circumstances, 
tapering in the U.S. would 
possibly result in too much 
outflow of capital from 
emerging nations and 
states which would 
negatively shake the 
global financial market. 
Along with it, a possible 
downturn in the worldwide 
economy would result in a 
slowdown in Japanese 
exports by proceeding 
stronger yen. Overall, the 
declining phase after the 
rise in consumption tax 
would be avoided, but 
downside risk still 
remains. 
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 “The Japanese economy is on 
a moderate recovery trend, 

while some weak movements 
are seen lately due to a 

reaction after a last-minute rise 
in demand before a 

consumption tax increase.” 

— The Monthly Economic Report 
by the Cabinet Office 

April 17, 2014 

According to Chika-koji’s 
National Land Price 
Survey, land prices still 
dropped on average 
nationwide during the year 
from January 2013. 
Nonetheless, there is a 
tendency for a milder 
falling rate continuing and 
it stayed at minus 0.6% on 
annual basis in all use 
areas. Regarding the 
three largest city regions, 
land prices rose annually 
by 0.7% on average, 
which was the first rise in 
these six consecutive 
years. More than half of 
the regions recorded a 
rise in land prices.  

Land Price Trend 
 On the other hand, land 

prices in suburban areas 
still continued to drop 
overall. As for residential 
areas, falling rates of land 
prices became milder 
through support from 
increasing demand with a 
continuing policy of lower 
interest rate and 
residential mortgage loan 
tax deduction, as well as 
last minute sales before 
the rise in consumption 
tax. Where the living 
environment is in good 
condition, mainly in the 
heart of the cities, demand 
for vacant sites for 
condominium  

 

development is increasing 
resulting in a rise in land 
prices. 

As for commercial areas, 
recovery in land prices is 
seen nationwide. 
Occupancy rates in the 
rental office market are in 
recovery and demand for 
newer, larger, and more 
anti-seismic office 
buildings are higher. 
Private consumption in 
city centers also seems to 
be in recovery. 

Real Estate Transactions Trend 
 According to "Real Estate 
Topics" by Mizuho Trust & 
Banking published in May 
2013, the number of real 
estate transactions by 
listed companies in 2012 
totaled for 823, which is 
equivalent to the sales 
amount of 
2,668,900,000,000 Yen. 
The number of 
transactions widely 
recovered from 673 in the 
previous year,or by 
approximately 22%. Also, 
the correspondent sales 
amount increased by 
approximately 55.5% (the 
sales amount for 
1,772,500,000,000 Yen in 
the previous year). Both 
the number and the sales 
amount are the highest 
after the Lehman Crisis. 

On a half-year basis, the 
number of transactions 
totaled 328 and the 
correspondent sales 
amount for 
849,600,000,000 Yen in 
the first half of 2012. This 
compares to 396 and 
983,100,000,000 Yen in 
the first half of 2011. It is 
calculated that the number 
of transactions increased 
by approximately 18.4% 
and that of sales amount 
by approximately 14.9% in 
the first half. In the second 
half, it accounted for 495 
and 1,819,300,000,000 
Yen respectively (for 396 
and 983,100,000,000 Yen 
in the second half of 
2011). It is calculated that 
the number of 
transactions rose by 
approximately 25% and 
sales amount by 
approximately 85% in the 
second half. 

In 2012, the counter-effect 
of the downturn after the 
Great East Japan 
Earthquake became 
apparent, and daring 
monetary easement policy 
by the Bank of Japan led 
to an expectation of 
inflation, resulting in a 
large recovery of both 
numbers and sales 
amount of real estate 
transactions. In the heart 
of Tokyo, the lowering of 
the vacancy rate of rental 
income properties, as well 
as the rise in market rent, 
are partially seen. These 
positive determinants in 
the investment market are 
to contribute to lasting 
recovery in the real estate 
market. 
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Land prices still dropped on 
average nationwide during the 

year from January 2013. 
Nonetheless, there is a 

tendency for a milder falling 
rate continuing, and it stayed at 
minus 0.6% on annual basis of 

all use areas. 
 

Chika-koji’s National 
Land Price Survey 

  

 
 

When splitting the acquisition cases based on the buyer's business category, the ratio accounted 
for 58% for "J-REIT et al," 17% for "Developer/Brokerage," 7% for "SPC," and 18% for "Other." In 
the "Other" category, "Transport/ICT", "Manufacture," "Financial/Insurance" and "Commercial" 
categories are included. The acquisition amount by the "J-REIT et al" is increasing for three 
consecutive years from 2009, contributing to the recovery in the market. On the other hand, 
"Developers/Brokerage" accounted for 17%, decreased from 20% in 2011. 
 

 
 

On the other hand, based on the the seller's category, the ratio accounted for; 23% for 
"Developer/Brokerage," 43% for "SPC," 11% for "Manufacture,"and 23% for "Other." The ratio of 
"SPC" became larger, and this is due to the fact that "J-REIT, et al" mainly purchases from bridge 
funding "SPC."  

 
The real estate market has been gradually recovering throughout the years, but the tempo of 
acquisition and the amount of transaction price became fast and large in 2013, as a result of rapid 
recovery of demand by domestic and overseas investors and funds. The economic fundamentals 
of Japan are expected to recover in the following years and further increase in transactions is 
expected. 
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We’re on the Web! 
See us at: 

www.irvaluation.com 

Financial Market and 
Real Estate Investment Market 
Yields of real estate 
investment transactions, 
long-term government bond 
and the "Yield Gap" between 
the two are summarized as 
follows: 

The yield of long-term 
government bond slightly 
rose up from 0.680% in the 
previous quarter to 0.735% in 
the latest quarter. Two 
percent inflation targeting 
policy by the authority would 
result in rise of the nominal 
interest rate. On the other 
hand, attention should be 
paid in the aftermath of the 
rise in consumption tax 
towards the economy, and 
where deceleration in the 
economy starts to be seen in 
the course, stagnation in the 
investment yield would be 

   

    
    

      
    
      

  

     
     

    
    

     
     

    
  

     
    

   
   

      
  

    
    

     
       

    
 

      

possibly found in accordance 
with a delay of recovery in 
the economy. 

In the real estate market in 
2008, after the Lehman 
Crisis, the yield rose, 
recording at 5.9% in 2009. It 
dropped slightly to 5.8% in 
2010, followed by another 
rise in the 3rd Quarter 2011 to 
5.9%, influenced by the 
Great East Japan 
Earthquake. Later on, 
lowering of the real estate 
yield gradually restarted due 
to limited property supplies 
against demands, as well as 
the easing of the lending 
environment. According to 
the latest figures in the 4th 
Quarter 2013, it recorded 
5.6%. The rise of the yield in 
long term government bond 

would possibly result in a rise 
in the yield of real estate 
investment. 

Recovery in the real estate 
market has been apparent 
mainly at the heart of Tokyo, 
as well as some regional 
core cities. Demand for real 
estate is getting higher, along 
with expectation towards a 
good economy and 
improving lending situations. 
This results in a rise in land 
prices, as well as lowering of 
investment yield for 
properties. Mixed with the 
expectation towards 
developments for the 
upcoming Olympic Games in 
Tokyo, the recovery is 
projected to continue on a 
mid-long term basis. 

 

Recovery in the real 
estate market has been 
apparent mainly at the 

heart of Tokyo, as well as 
some regional core cities. 
Demand for real estate is 
getting higher, along with 

expectation towards a 
good economy and 

improving lending 
situations. 
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Office Trend in the Three Largest Cities (Tokyo 23 Wards, Osaka City and Nagoya 
City) and Tokyo Five Central Cities 
 
The latest office statistics in the 4th Quarter 2013 indicate active demand nationwide. 
Shortage of high grade office buildings in good locations is seen and new supplies in 
2014 are also limited. Accordingly, demand for office space is increasing, aiming at 
securing the spaces within the time of relatively inexpensive rental situation. In Tokyo, 
office relocations and/or internal expansions within buildings are increasing, along with 
business expansion of the companies. In some cases, there is not enough space for a 
tenant and they are forced to choose among limited candidate properties. Also in 
Osaka, the number of companies aiming at summation and/or integration of their office 
spaces is increasing, possibly followed by lowering of vacancy in the area. In Nagoya 
City, although vacancy rate rose in this quarter, the number of competitive properties in 
good locations is limited. Accordingly, competition to acquire good space tends to be 
higher. 
 

 

Office Market 

The latest office 
statistics (4th Quarter 
2013) indicate active 
demand nationwide. 

Shortage of high grade 
office buildings in good 

locations is seen and 
new supplies in 2014 

are also limited. 
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Retail Market: Central Tokyo 
 

The asking rent level of 
stores located at Harajuku, 
Omotesando and Aoyama 
are summarized above per 
the “Store Market Report 
[Autumn 2013] by CBRE. 
After the Lehman Crisis in 
2010, the market used to be 
heavily damaged. In 
comparison to that, however, 
the asking rent level in the 
areas stayed nearly the 
same in 2013, as a result of 

 

stable rental demand despite 
the Lehman Crisis. Other 
than that, the statistics are 
subject to a wider range of 
samples in the area. 

As per the statistics, 
maximum rent level for 1F 
and 2F alongside “Main 
Street (refers to Omotesando 
and Meiji-dori south from the 
junction toTakeshita-dori until 
crossing Jingumae 6-chome  

"Quasi-main street": Cat 
Street, et al. ) rose in 2013, 
which indicates that the 
market is initially recovering 
here. From now, further 
development in the vicinity is 
expected to trigger more 
commercial accumulations in 
the area. It is projected that 
the rent revel in the area will 
stay at such a high level into 
the foreseeable future. 

 

Residential Market 
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All Japan 

The Residential Property 
price index is 90.7, which 
is down -2.2% from a year 
earlier. The Land and 
Detached House price 
index is 87.0, down -3.9%. 
The Condominium Price 
Index is 112.2, up +4.9%.  

Tokyo (including 
suburbs) 

The Residential Property 
price index is 96.3, up 
+0.7% from the previous 
year. The Land and 
Detached House price 
index is 92.6, down -0.4% 
and the Condominium 
Price index is 108.9, up 
+3.4%. 

Tokyo 

The Residential Property 
Price Index is 99.4, up 
+2.2% from a year earlier. 
The Land and Detached 
House price index is 96.2, 
up +0.5%. The 
Condominium Price Index 
is 108.6, up +6.9%.  

Nagoya 

The Residential Property 
price index is 85.8, down -
10.1% from the previous 
year. The Land and 
Detached House price 
index is 83.7, down -
11.2% and the 
Condominium Price Index 
is 110.1, down -1.1%. 

Kyoto-Osaka-Kobe 

The Residential Property 
Price Index is 94.4, up 
+3.0% from the previous 
year. The Land and 
Detached House price 
index is 92.3, up +3.4%. 
The Condominium Price 
Index is 107.9, up +1.2%. 

“Buoying growth was a 
2.7% jump in housing 

investment, as Japanese 
consumers race to make 

big-ticket purchases 
ahead of a planned rise in 

the national sales tax in 
April.” 

 
Hiroko Tabuchi 

New York Times  
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Hiroyuki Isobe, CRE, FRICS 
RICS REG VALUER 
Founding Partner 
International Realty Valuation, Inc. 
hisobe@irvaluation.com 

Hiroyuki has served as a consultant on numerous 
city planning projects, feasibility studies and 
market researches on behalf of the public and 
private sectors, as well as advisory services for 
U.S. real estate investment by Japanese investors 
and standard appraisal services.   

 
Takashi Nakazawa 
Certified Real Estate Appraiser (Japan) 
Senior Associate, Japan Valuers Co., Ltd. 
takashi.nakazawa@japanvaluers.com 

Takashi has worked on numerous valuation 
assignments during the previous 10 years. His 
expertise is varied from residential to commercial, 
and he is especially knowledgeable on hotel and 
tourism real estate valuation and practice. He was 
awarded an MSc in 2003 from the University of 
Surrey, in the UK. 

International Realty Valuation, Inc. (IRV) 
is a global network of independent and 
highly competent professionals 
committed to providing expert financial 
reporting, forensics, consultation, and 
valuation services for both tangible and 
intangible assets to the most discerning 
of public and private clients. With a 
number of affiliate firms in several 
countries, our team has cumulative 
cutting edge knowledge of global and 
regional markets, as well as 
international standards and 
requirements. This enables us to 
complete a wide variety of assignment, 
including valuation of large portfolios 
with multiple locations, in a thorough, 
objective, timely, and cost effective 
manner. We serve major national, 
regional and international banks, 
lenders, developers, investors, 
governmental agencies, public and 
private companies. 

 About IRV, Inc.  About The Author 
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