MORI BUILDING

2022 Survey of Large-scale Office Building Market in
Tokyo’s Core 23 Cities Reveals Supply and Demand Greatly Differ
Depending on Area and Property Grade

Demand for office space is focusing on large, mixed-use, multifunctional developments

Tokyo, May 26, 2022 — Mori Building Co., Ltd., Japan’s leading urban landscape developer, released today its
2022 survey of office building supply/demand in Tokyo’s core 23 cities. The annual survey, which has been
conducted since 1986, covers large-scale office buildings with gross office floor space of 10,000 m?and more.
This year’s survey, which looks at the 2021 calendar year and beyond, has revealed that while the average
annual supply of large-scale office buildings in Tokyo's core 23 cities will be somewhat favorable in 2023 and
2025, over the next five years combined it will be lower than the historical average. As the floor space of office
buildings become larger and more concentrated in central Tokyo, average supply per property is expected to
increase, with properties that offer gross office floor space of 100,000 m? or more accounting for about 70%
of total supply, indicating that building scale will trend upward.

Large Office Building Supply Trend in Tokyo’s Core 23 Cities
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Trend in Supply of Properties with 100,000 m? or More of Gross Office Floor Space
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Tokyo’s three most centrally located cities are expected to account for 75% of annual supply over the next

five years, exceeding the 71% average of the past decade, suggesting the further concentration of offices in
central Tokyo, particularly in major business areas, especially the Toranomon, Nihonbashi/Yaesu/Kyobashi,
Shinagawa, and Akasaka/Roppongi areas. The trend is being fueled in part by the National Strategic Special
Zone System and other legal revisions aimed at further enhancing central Tokyo with large, multifunctional
redevelopments.
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Three central cities account for 75% (660,000 mi/year) of total supply (2022 to 2026)

The vacancy rate overall was 5.6% at the end of 2021, up 1.6 points from the previous year. Under the tight
supply-demand environment prior to the COVID-19 pandemic, vacancy rates by area did not vary
significantly. But thereafter, as vacancy rates began to rise, the rate in central Tokyo’s major business areas
rose to 5.2% but held at 4.5% for properties in the same areas with gross office floor areas of 100,000 m?or
more, showing that location and property grades are influencing vacancy rates. Also, newly built properties
absorbed 520,000 m?, or nearly 90%, of total office supply (610,000 m?), whereas existing properties were
subject to cancellations as tenants relocating to newly built properties, etc., created vacancies that required
time to be reoccupied. Consequently, the absorption rate has turned negative, most notably in locations
outside of major business areas.
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According to a survey of office needs in Tokyo’s core 23 cities conducted last October, employees who are
returning to or continuing to work in offices are primarily interested in workplaces that have been made
more attractive through improvements/renovations and offer less burdensome and more agreeable
commutes. With the spreading adoption of remote work following the COVID-19 pandemic, companies are
converting their offices from mere workspaces into innovative environments for communication, human
resource training, and cultivating corporate culture as well as places to which employees are willing
commute. In light of the impact such trends have on vacancy rates by area and property grade, corporate
demand is expected to gravitate increasingly toward extra-appealing properties that contribute to new
workstyles from both hard and soft perspectives.

About Mori Building

Mori Building is an innovative urban developer based in Tokyo. The company is committed to maximizing the
magnetic power of cities by creating and nurturing safe, sustainable and cosmopolitan urban centers based on
its unique Vertical Garden City concept of high-rise centers for business, education, leisure and residence. The
concept is applied in the company’s many leading-edge projects, including ARK Hills, Roppongi Hills and
Toranomon Hills in Tokyo and the Shanghai World Financial Center. Mori Building is also engaged in real estate
leasing, project management and consultation. Please visit www.mori.co.jp/en

Press-related Inquiries

Public Relations Department, Mori Building Co., Ltd.
Tel +81 (0)3 6406 6606

Fax +81 (0)3 6406 9306

E-mail koho@mori.co.jp

Other Inquiries

Strategic Planning Unit, Office Business Department, Mori Building Co., Ltd.
Roppongi Hills Mori Tower, 6-10-1 Roppongi, Minato-ku, Tokyo 106-6135
Tel +81 (0)3 6406 6672
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