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Summary 1 tsubo = approx. 3.33 sqm
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In Q4 2024 (October—December 2024 ), the office market in the 23 wards of Tokyo (“Tokyo 23
Wards”) saw a decline in both the vacancy rate and new rent from the previous quarter.

The vacancy rate was 2.77%, down 0.33 pt from Q3. The availability rate, which includes space
for which a cancellation notice has been given and vacant space currently available (i.e., accepting
tenant applications), was 3.99%, down 0.34 pt from Q3. In terms of the increase and decrease in
vacant space, the decrease outweighed the increase, with the increase at 129,000 tsubo and the
decrease at 150,000 tsubo. The vacancy turnover ratio, the percentage of vacant space leased to
tenants, fell 1.1 pt from Q3 to 36.0%.

The new contract rent index, the level of new lease rent, was 89, down 3 pt from Q3. The contract
rent diffusion index (DI), the percentage of buildings with higher new lease rent minus that of
buildings with lower new lease rent, rose 10 pt from Q3 to 22, in positive territory for the third
consecutive quarter.

The paying rent index, which includes new and existing rents, rose 1 pt from Q3 to 101.

The average free rent (months) among all lease contracts and lease contracts with free rent
was 2.8 months and 4.8 months, respectively. The ratio of free rent of two months or more was
45.8%, and that of six months or more was 23.3%.
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Vacancy Rate 2.77%, Availability Rate 3.99%

® The vacancy rate fell 0.33 pt from Q3 to 2.77%.
® The availability rate was 3.99%, down 0.34 pt from Q3.

@ The vacancy rate declined for the sixth consecutive
quarter, and the availability rate fell for the tenth
consecutive quarter, indicating a continued modest
recovery in office demand.

® While some buildings attracted multiple companies to fill
their vacancies, other buildings continued to struggle to
attract tenants, indicating that companies continue to be
selective in their building choices.

@ As a service to tenants, there were cases where building
owners set up private rooms for online use and small
meeting rooms themselves or outsourced them to outside
operators.

Vacancy rate: The percentage of vacant space (vacant space that has been vacated and is
available for immediate occupancy: currently vacant space) to total rentable area

Availability rate: The percentage of the sum of currently vacant space, space for which a
cancellation notice has been given, and space that is accepting tenant applications (before the

previous tenant has left) to the total rentable area

Refer to the Vacant Office Space Monthly Report for the rates by building size and area.

Figure 1: Vacancy & Availability Rates (All Building Sizes)
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Vacancy Rate 341%  3.22%  3.13% 3.10%  2.77%
Availability Rate 5.02% 4.73%  4.47%  4.33%  3.99%
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Vacant Space Increase: 129,000 Tsubo; Decrease: 150,000 Tsubo

® The increase in vacant space was 129,000 tsubo, Figure 2: Increase and Decrease in Vacant Space (23 Wards, All Building Sizes)
39,000 tsubo less than in the previous quarter.
Increase BN Decrease  ====\/acancy Rate (right scale)

® The decrease in vacant space was 150,000 tsubo, (tsubo)
20,000 tsubo less than in the previous quarter. 300000 - - 10%
@® On the back of relatively robust office demand, the 250000 - - 8%
decrease in vacant space outweighed the increase for the 200000 -
sixth consecutive quarter. - 6%
150000 3
® The actual trend may have been higher than these figures, \ - 49,
as some vacancies were filled by other tenants expanding 100000 -
their rented space before coming on the market after the L 29
; ; 50000 - @
previous tenants decided to move out. uiN
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Increase in vacant space: The sum of the following \ '19.\ \ 'ISS\ \ ,-19\ Qﬁq’ Q?’ Qq’ 61, Qﬁq’

- Vacant space in existing buildings gaused by tenants leaving, etc. & & o"}, OP‘ & 0?‘ O‘?‘ 0 &’l’ OP:I’ Ot?:l’

- Total rentable area of new completions

Q42023 Q12024 Q22024 Q32024 Q42024

Decrease in vacant space: The sum of the following

+ Vacant space in existing buildings no longer available for tenants due to new Increase 137.000 131.000 151.000 168.000 129.000
occupancy, etc. ! ! ! ’ !
- Space in new completions where lease is signed prior to the completion Decrease 175,000 162,000 163,000 170,000 150,000
Vacancy (right scale) 341% 3.22% 3.13% 3.10% 2.77%

For further details, see Survey of Increase and Decrease in Vacant Office Space (Tokyo
23 Wards), released on January 23, 2017.
https://www.xymax.co.jp/english/research/images/pdf/20170123.pdf
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https://www.xymax.co.jp/english/research/images/pdf/20170123.pdf

Vacancy Turnover Ratio at 36.0%
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@ The vacancy turnover ratio was 36.0%, down 1.1 pt
from the previous quarter.

@ The vacancy turnover ratio declined somewhat during this
quarter but has remained largely unchanged over the past
year.

Figure 3: Vacancy Turnover Ratio
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Vacancy turnover ratio: The percentage of vacant space leased during the quarter to
the total vacant office stock (initial vacancy + vacancy added during the quarter)
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New Contract Rent Index at 89

® The new contract rent index was 89, down 3 pt from the Figure 4: New Contract Rent Index

previous quarter.
(Q1 2020=100)

130
® The index has been trending at around 90, with Q1 2020 Q2 2008
as the base rate. 120 - 17 Q2 2020
. . 110 - 104 Q42024
® Even with declining vacancy rates, there have been cases 89
where buildings with high vacancies have set cheaper 100 -
rents, resulting in an overall flat rent level. 90 - Q2 2012
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New contract rent index: An index for new unit contract rent with property-specific o o
influences removed by adjusting for quality in factors that form rent, including size and Q42023 Q12024 Q2 2024 Q3 2024 Q4 2024
age of the building. New Contract Rent Index 88 94 a0 92 89

Please refer to the following reports for further details.

Xymax New Contract Rent Index, released on September 19, 2014
https://www.xymax.co.jp/english/research/images/pdf/20140919-04.pdf

Revised New Contract Rent Index, released on April 19, 2021 (in Japanese only)
https://soken.xymax.co.jp/2021/04/19/2104-new_contract_rent_index_revise2021/

6

© Xymax Real Estate Institute Corporation. All rights reserved



https://www.xymax.co.jp/english/research/images/pdf/20140919-04.pdf
https://soken.xymax.co.jp/2021/04/19/2104-new_contract_rent_index_revise2021/
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New Contract Rent Index (By Building Size): 86 for Large Buildings, 95 for Small & Medium

® The new contract rent index (for large buildings with a Figure 5: New Contract Rent Index (By Building Size)
gross floor area (GFA) of 5,000 tsubo or more) fell 5
points from the previous quarter to 86. 130 +(Q1 2020=100)
. : 120 7\
® The new contract rent index (for small & medium- i
sized buildings with a GFA of less than 5,000 tsubo) 110 - "‘l 1 -
rose 2 points from the previous quarter to 95. 100 - ,',' h‘ﬁ ‘__; [ 1
" =2 \
® The index remains at around 90, with Q1 2020 as the aQ - p"' s - "_I “ '\f'i‘\‘.
base rate. 80 |’ \ P (Y]
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Small & Medium (GFA less than 5,000 tsubo) == == =[arge (GFA 5,000 tsubo or more)
Q42023 Q12024 Q22024 Q32024 Q42024

Large Buildings 86 94 88 91 86
Small & Medium Buildings 92 94 94 93 95
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Contract Rent DI at 22, a Positive DI for the Third Consecutive Quarter

@ The contract rent diffusion index (DI) was 22, up 10 pt Figure 6: Contract Rent DI
from the previous quarter.

[ Rent increased (percentage of buildings) (left scale)
® The DI was positive for the third consecutive quarter. A

positive DI means that there are more buildings with rent
increases than buildings with rent decreases. The trend of
rising rents is gradually spreading throughout the market.

B Rent decreased (percentage of buildings) (left scale)
= Contract Rent DI (right scale)
=== Conftract Rent DI (four-quarter moving average) (right scale)

100% Q3 2007 100
@ Buildings that are in demand tend to sign leases with little 80% 51 Q4 2024 [ 80
deviation from asking rents. Contract rents are rising in 60% 22 60
such buildings. ggg’f i ' , o~ ‘218
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Contract rent DI: An index derived by "the percentage of buildings with a higher new _8026 l -80
contract rent than six months ago — that of buildings with a lower rent).” It indicates -100% T T e -100
the direction of change in new contract rent. H LA DO ONALD MO0 A DD N oA A
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For the DI's relationship with various economic indices, see Release of Quarterly I e T B
Contract Rent DI Repo_rt, relgased on Dec_ember 11, 2013. O‘? 0‘? O"D‘ 82 O?‘ & O‘?‘ 2 0‘?‘ 2 0?‘ O?‘ O‘? 0‘? o 0?‘ OP‘ & O‘?
https://www.xymax.co.jp/english/research/images/pdf/131211_News-release.pdf Q4 2023 Q1 2024 Q2 2024 Q3 2024 Q4 2024
For the DI’s relationship with the new contract rent index, see Office Market Report  Contract Rent DI -4 -1 15 12 22

Tokyo Q4 2020 TOPIC 1, released on February 3, 2021.
https://www.xymax.co.jp/english/research/images/pdf/20210203.pdf
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https://www.xymax.co.jp/english/research/images/pdf/131211_News-release.pdf
https://www.xymax.co.jp/english/research/images/pdf/20210203.pdf
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Paying Rent Index at 101

® The paying rent index was 101, up 1 point from the Figure 7: Paying Rent Index
previous quarter.

120 Q1 2020=100)

® The index remains at around 100, with Q1 2020 as the
: Q Q1 2009 Q4 2024
ase rate. 101
110 - 104
@ For some buildings that are in demand due to their good
location and high quality, successful rent increase 100 -
negotiations are being conducted with tenants. 90 -
80 -
70 Q3 2013
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Paying rent index: A rent index that includes both new and existing lease rents. Itlags  Paying Rent Index 102 101 101 100 101
new contract rent and has less volatility.

For further details, see Paying Rent Index Is Released, released on October 15, 2015.
https://www.xymax.co.jp/english/research/images/pdf/20151015.pdf
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Average Free Rent of All Lease Contracts: 2.8 Months; Ratio of Free Rent Granted: 57.6)%

® The average free rent (months) of all lease contracts Figure 8: Free Rent
was 2.8 months, an increase of 0.1 months from the
. I 1 day or more (%)
previous quarter. Fres Rent Granted
(left scale) e 2 months or more (%)

e 6 months or more (%)
Average Free Rent === New |ease contracts with free rent (month)
= e o All new lease contracts (month)

® The average free rent (months) of lease contracts with
free rent was 4.8 months, an increase of 0.3 months (right scale)
from the previous quarter.

® The ratio of free rent granted for 1 day or more was
57.6%, down 2.9 pt from the previous quarter.

® The ratio of free rent granted for 2 months or more
was 45.8%, down 1.0 pt.

® The ratio of free rent granted for 6 months or more
was 23.3%, up 0.1 pt.

O = N w ek v~

® In some large buildings, long-term free rent was offered

when seeking tenants for large-scale vacancies.
Q42023 Q12024 Q22024 Q32024 Q42024

AVErage ) 2.1 2.6 2.6 2.7 2.8
Free rent: Calculated from the time lag between the start of a new contract and the Free Rent w/ FR 41 4.5 4.5 4.5 4.8
start of rent payment for the contract. Manths

Ratioof  1day+  50.9%  56.7%  58.3%  60.5%  57.6%
Free Rent 2 mon. + 41.7% 45.9% 45.6% 46.8% 45.8%
Granted ¢ oon +  15.6% @ 22.1%  22.8%  23.2%  23.3%

Ratio of free rent granted: The percentage of contracts with free rent

Average free rent (months): Average number of months of the free rent period
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Market Cycle Moved to Lower Left: Vacancy Rate -0.33pt, New Contract Rent Index -3 pt

® The market cycle moved to the lower left as the
vacancy rate fell 0.33 pt, and the new contract rent
index fell 3 pt. 120

Figure 9: Market Cycle

7 Q2 2008
@ While rents and vacancy rates rise and fall, the market as

a whole is showing mild improvement. 110 - Q2 2020

100 -

90 -
Q4 2024

80 - Q1 2005

70 -
Q2 2010

60 T T T T T T T T T 1
0% 1% 2% 3% 4% 5% 6% 7% 8% 9% 10%

Q42023 Q12024 Q22024 Q32024 Q42024

Market cycle: The vacancy rate plotted on a quarterly basis on the horizontal scale, Vacancy Rate 3.41% 3.22% 3.13% 3.10% 2.77%
and the new contract rent index on the vertical scale. It tends to move to the upper left  New Contract Rent Index 88 g4 g0 92 89
(vacancy down, rent up) when the office market is booming and to the lower right

(vacancy up, rent down) when the market is in a recession. Note: The vacancy rate before March 2011 is based on data by a major leasing agent.
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Major Building Completions

and Office Relocations
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Major building completions

Floors

Above ground/

Below ground
Mitsui Link Lab Shinkiba 3 6

Total
Completion floor area
(tsubo)
4,259

Ward Address

Koto 2-2-10 Shinkiba Oct 2024

PMO Takanawa Gateway

10

Minato 2-19-17 Takanawa Oct 2024 1,749

Source: Compiled by Xymax Real Estate Institute based on information released by companies

Major office relocations

Company

Purpose

1COM Marunouchi Trust Tower N Bldg.

Toranomon Hills Business Function

Sep 2026 _ 3,600
Chivoda Ward Tower Integration
Minato Ward
) Sumitomo Fudosan Tokyo Consolidation of
UAC] Tokyo Sankei Bldg. Mita Garden Tower After Nov 2025 1,335

Chivoda Ward

Multiple Locations
Minato Ward

Source: Compiled by Xymax Real Estate Institute based on information released by companies.

The sizes of offices are estimates.
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Description

Main Point
Sector
Market
Building Size
Release

Data Source

Data Used in
Recent Quarter

How te
Calculate

Vacancy Rate

Vacant space and available space versus total
office stock in the market.

Supply and demand balance in the market

GFA 300 tsubo or more

Data of available vacant spaces and buildings.

Independently collected by Xymax.

8,978 buildings

= Vacancy rate

= vacant space + rentable space

= Vacant Space

Total available vacant space in completed
buildings as of the time of the research.

» Rentable Space

Rentable space of completed buildings as of
the time of the research,

= Availability rate

=available space + rentable space

* Available space

Total available space, which consist of vacant
space and space for which notice of
cancellation has been given,

Where rentable space is not available, the
rentable space is estimated from the gross
floor area of the building using the formula
developed in the joint study with the
labaratory of Professor Macki Kato at Kyoto

Increase and Decrease
in Vacant Space

A quarterly increase and a quarterly decrease in
volume of vacant space in the market.

Supply and demand balance in the market

Vacancy Turnover Ratio
The ratio of the vacant space leased during the

quarter to all the vacant office stock in the
market.

Supply and demand balance in the market

Office Building
Tokyo 23 Wards

GFA 300 tsubo or more

GFA 300 tsubo or more

Every Quarter

Data of available vacant spaces and buildings.
Independently collected by Xymax.

G483 contracts

= Increase in velume of vacant space

a. Space in existing buildings formerly occupied
by tenants

b. Total rentable area of new completions

» Decrease in volume of vacant space

a. 5pace in existing buildings leased under a new
agreement

b. Space in new completions but lease is signed
prior to the completion

c. 5pace that had been vacant but the owner
decided not to lease

Where rentable space is not available, the
rentable space is estimated from the gross floor
area of the building using the formula
developed in the joint study with the laboratory
of Professor Nacki Kato at Kyoto University
Graduate 5chool of Engineering,

Data of available vacant spaces and buildings.
Independently collected by Xymax.

9,483 contracts

= Vacancy Turnover Ratio

= Volume of vacant space leased during the
quarter + (Initial vacancy + Vacancy added
during the quarter)

Then, compute the four-quarter moving average
amount with the ratic derived from this formula.

= Velume of vacant space leased during the
quarter: 5ame as the "decrease in volume of
vacant space).

= Initial vacancy: Total volume of completed

New Contract Rent Index

Office rent index based on new contract rents. This
index uses a statistical method to remove property-
specific influences such as size and age of buildings.

Level of contract rents

GFA 300 tsubo or more

Data of new contract rents including CAM charge.
Independently collected by Xymax.

739 contracts

1) Develop a rolling hedonic model (overlapping
period: five quarters) based on the collected new
contract data with property-specific factors as
variables (location, building size, building age,
facilities, date of signing of lease, etc.).

2) Estimate the quarterly contract rent by assigning
the values of a typical building to the model
developed in the preceding step.

3) Calculate the rent estimated in the preceding step

buildings that are available for lease as of the start based on Q1 2020 as the base point (=100) by market

of the quarter.
» Vacancy added during the quarter: 5ame as the
"increase in volume of vacant space”

segment (four segments).

4) Integrate the figure of the preceding step as a
Fisher index using gross floor area as weight, The New
Contract Rent Index of the Tokyo office market is the
integrated figure.

(o Xy max
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Survey Overview

Description

Main Point
Sector
Market
Building 5ize

Release

Data Source

Data Used in
Recent Quarter

How to
Calculate

Contract Rent DI

Index of changes in new contract rents, Calculated by
counting and comparing the buildings where rent has
increased and those where rent has decreased.

Direction of contract rent trends

All

Data of new contract rents including CAM charge.
Independently collected by Xymazx.

645 contracts

1) Compare the data of new contract rent per tsubo with
that in the 6-month prior peried in the same building.
Each contract was counted separately into three
categories:
buildings with

"rent increase”,

"no change” or

“rent decrease”

2) Calculate the percentage of buildings with “rent
decrease” and buildings with "rent increase”,

3) Subtract the percentage of buildings with “rent
decrease” from the percentage of buildings with “rent
increase”, This outcome is the Contract Rent Diffusion
Index (D).

Paying Rent Index

Index of changes in paying rents (new and existing
contract rents).

Level of rents paid by tenants

Office Building
Tokyo 23 Wards
GFA 300 tsubo or more
Every Quarter
Data of new and existing contracts signed for buildings
under management by Xymax.

4755 contracts

1) Calculate the rent per tsubo of each tenant from the
data of new and existing lease contracts and
memorandums,

2) Develep a relling hedonic model (overlapping period:
five quarters) based on the rents calculated in the
preceding step (the "paying rent") with property-specific
factors as variables (location, building size, building age,
facilities, date of signing of lease, etc.).

3) Estimate a quarterly contract rent by assigning the

values of a typical building to the model developed in the

preceding step.
4) The Paying Rent Index is the rent estimated in the

preceding step based on Q1 2010 as the base point (=100].

With this method, influences from replacement of sample

data and deterioration of buildings over age are removed
from the result.
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Free Rent Granted (%) &
Average Free Rent (Month)

Distribution of free rent and average length of free rent period.
Free rent is the time lag between the start of the contract and the
start of the rent payment.

Market trends that are not reflected in contract rents

All

Data of new contracts signed for buildings under management
by Xymax.

55 contracts

» Free Rent Period

{Until Q4 2020) The period between the start of the contract
and the startof the rent, shown in number of days.
(Q1 2021 onward) The period for new contracts (excl. contracts
for expansien within building and recontracts) during which rent
has continucusly been reduced to an amount equivalent or
close to CAM charges since the date of contract.
* Ratio of Free Rent Granted

The ratic of contracts with free rent in all the new contracts
(excl. contracts for expansion within the building and
recontracts)
* Average Free Rent (Month) of All the Contracts

The simple average of the free rent peried including lease
contracts with no free rent period.
* Average Free Rent (Month) of Contracts with Free Rent

The simple average of the free rent pericd of lease contracts
with a free rent period
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