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Economic Value of Repair 
Repairs that are well-planned and consistent 
have a positive impact on rent. September 28, 2016

 

REPORT SUMMARY

 Office buildings are now used for a longer period of time and the value of the property will 
decrease (the "deterioration" of the value) for all the stakeholders: the landlords, investors, 
tenants and others. We must face this risk. 

 Well-planned and consistent repairs against such risk are important. Use the idea of the 
risk management. More specifically, the future risk should be analyzed first and then a 
repair plan should be prepared. Each repair should be performed in a timely manner (not 
all at once). 

 The new rent is 3%-7% higher for buildings with a repair plan and timely implementations 
of such plan; the data accumulated by Xymax revealed. 

 Repair is an important part of real estate management. It is not only about fixing the 
failure. Well-planned and consistent repairs can mitigate the risk of deterioration and give 
benefit to the building. 

Background 
Long Life of Buildings and Deterioration Risk 
The social maturity, population decline and slowing economic growth; Japan is now moving to a new era where 
things are maintained and used for a much longer period of time ("Stock Type Society" is the word typically 
used in Japan) from the era of mass consumption ("Flow Type Society"). In the real estate industry, buildings are 
increasingly more maintained and used longer rather than being demolished and constructed. Real estate 
investors are changing too; their focus on short-term capital gain is now being replaced by long-term income 
gain. 

The impact of the deterioration on value in the future, including the decrease in asset value and decrease in 
value of using, cannot be ignored. 

If the landlord ignores the ongoing deterioration, the buildings will eventually lose competitiveness in the 
market and see a decrease in rental income or a decrease in asset value. Also, tenants and visitors may accuse 
the landlord of any damage on them caused by such deteriorations. What is more, for tenants who use the 
space as an important base of their intellectual production, a troubling and obsolete office building and 
facilities will affect the productivity and will give negative impact on the health of the workers. Such low-value 
and less-usable buildings also become problems in the market if they exist in a large volume. Thus, there is a 
risk of deteriorations, which may give negative impact on all the stakeholders of the office building. (Figure 1) 
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If repairs are performed consistently and with a plan, rather than merely for the purposes of fixing failures and 
breakdowns, they can mitigate the risk of deterioration. This also indicates that the repairs are the important 
parts of real estate management which can achieve benefits. The circumstances surrounding the real estate are 
changing now: the buildings are to be used for a longer period of time; real estate investors' behaviors are 
changing too; the demand varies tenant by tenant; office workers' working style are also changing; and the cost 
of construction is surging while the workers are becoming in short supply. All of these tell us that the real estate 
management based on the mid- to long-term view will be more important in the future. 

This analysis mostly focused on tenant-occupied buildings, but well-planned and consistent repairs are equally 
important for company-owned buildings in terms of safety of the employees, keeping and improving the 
productivity, the business continuity plan and other matters. 

We hope our study helps the long-term use of buildings, mitigation of risks and good real estate management. 

Analysis Overview 

Subject Buildings 245 office buildings in Tokyo 23 Wards 

Period 1997 - 2015 

Number of Data 2,167 

Average Building 
New Rent: JPY17,029 per tsubo 
Gross Floor Area: 1,844 tsubo 
Age: 18.1 year 

Analysis Method Hedonic Approach 

Variables 

Explained Variable 
Rent per tsubo including CAM charge in a new lease agreement 

Explanatory Variable 
Gross floor area, number of floors above ground, typical floor area, age of building, 
raised floor or not, individual air conditioning or not, automatic security or not, walking 
distance from station, office market, year the lease was signed, well-planned and 
consistent repairs performed or not.* 
  
* If the building was 'Yes' for both "repairs performed for three consecutive years prior 
to the lease signing" (consistency) and "budgeted repair was performed in the year 
before the lease signing" (well-planned), the dummy variable is '1'. This test was 
performed for all the six types of repairs. 

 
For questions on this report, please contact us. 

Xymax Real Estate Institute
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