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consumption failed to recover and private
residential investment fell by 6.8% which
significantly dragged the GDP growth down. However, the Japanese

§ ECONOMIC OVERVIEW

The previous quarter saw an unexpected
\\ negative GDP growth of 0.5% (quarter-on-
8 _‘ S““q ‘ quarter, seasonally adjusted), as private

economy is forecast to see an uplift, driven by the gradual recovery
of domestic investment activity, exports and private consumption.
In particular, the current consumption activities in metropolises are
sustained partly by the increasing momentum of tourist shopping
activity. This was spurred by the enforcements of consumption tax
exemption on October | against personal consumption items such
as food, beverages, drugs and cosmetics — an expansion from the
existing duty-free list of home electronic appliances, clothing and
handbags. This is witnessed by consecutive record-breaking
monthly sales of duty-free goods, which increased year-on-year by
118% in October and 156% in November according to Japan
Department Store Association (JDSA).

Nonetheless, effective stimulus packages are expected so that the
overall private consumption can get back on a recovery track.

RETAIL MARKET OVERVIEW

The market saw new openings

The number of visits to Japan year-to-date in November 2014
jumped by 28% year-on-year and reached 12.2 million, and this
year’s annual visits are expected to be over |3 million according to
a press release by Japan National Tourism Organization (INTO).
Visits in November recorded over | million for nine consecutive
months. Due to the expansion of items exempted from
consumption tax, coupled with a weakening Japanese Yen, visits
obviously increased especially from Asian countries such as China.
However, according to the latest press release by JDSA, nation-
wide sales had decreased for eight consecutive months by 1.0%
year-on-year in November, reaching JPY558.1 billion due to a
slump in clothing sales. On the other hand, Tokyo’s sales during the
same period were offset by the increasing momentum of tourist
shopping activity and marginally increased by 0.3% year-on-year to
JPY145.9 billion.

Thereafter, the negative impact of the hike in consumption tax in
April stood out in consumption data. For example, the top eight
automotive companies revised their domestic sales targets down in
the first and second quarters of 2014. Total sales were revised
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down from 5,030,000 in the beginning of the accounting period to
4,860,000 by -3.3%.

Nevertheless, major retail markets in Tokyo remained robust thus
far. Behind the scenes, global retailers continually struggled to
occupy prime premises, which are rarely coming onto the market.
In the fourth quarter, which is traditionally the best season for new
openings, we saw new openings one after another especially in
Omotesando and Aoyama, although tenants were more selective in
searching for the right premise and rental level than ever before. In
November, Burberry relocated to Omotesando, as part of its
expansion plans. This directly managed and stunningly designed
shop on the high street has one of the best ranges of collections in
Japan. COS, the high-end brand of H&M group, opened its first
Japan store along the Miyuki Dori in Minami Aoyama. Following
May’s opening of Rakuten Café, LINE FRIENDS STORE specializing
in LINE goods opened on Harajuku Meiji Dori in December. New
openings of physical stores by IT firms have been actualized in line
with their business strategy. Such new players, other than
conventional brands and apparel, are anticipated to continually
secure premises on the high streets.

OUTLOOK

The high streets in Tokyo remained less liquid markets with fewer
leasing activities due to the drop in construction completions
against the backdrop of the surge in rebuilding costs and issues
pertaining to contracts of existing tenants. However, buildings on
the Chuo Dori in Ginza are promoted to be earthquake-resistant
by the government as Chuo Dori is assigned to be the key
transport road in the event of disaster.

Going forward, Chuo Dori is anticipated to change and slowly be
associated with rebuildings aimed at investment returns by risk-
taking investors who are motivated by the Tokyo 2020 Summer
Olympic Games.

ECONOMIC INDICATORS

NATIONAL 2012 2013 2014F
GDP Growth 1.8% 1.6% 1.1%
CPI Growth -0.04% 0.4% 2.6%
Private Final Expenditure Growth 2.3% 2.1% -0.9%
Govt. Final Expenditure Growth 1.7% 1.9% 0.2%

Source: Cabinet Office, Govt. of Japan, Roubini Global Economics
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PRIME RETAIL RENTS SIGNIFICANT PROJECTS UNDER CONSTRUCTION

HAIN i EURO Uss 000 -0 PROPERTY LOCATION *SQUARE FEET COMPLETION DATE
STREETS I SE/R SF/YR CHANGE CHANGE
Q Plaza Harajuku Harajuku N/A Mar.2015
Ginza 310,000 713.56 868.81 0.0% 6.9%
LOG ROAD DAIKANYAMA  Daikanyama 20,451.4 Spring 2015
Omotesando 250,000 575.46 700.66 0.0% 0.0%
Lala Port Fujimi Fujimi City 861,112.0 Spring 2015
Shinjuku 220,000 506.40 616.58 0.0% 0.0% NOTE: * Shop Area
Shibuya 150,000 345.27 420.39 0.0% 0.0%
SIGNIFICANT LEASING TRANSACTIONS
NOTE: * | Tsubo is approximately 3.3sqm and 35.58sqft
| Euro =146.509 JPY, | US$ =120.329 JPY as at Dec. 23 2014 LY A ERCEERTT L
% changes are calculated on the basis of JPY Shijuku
Source: Cushman & Wakefield Research Tiffany Shinjuku Yoshihiko Bldg. 3.552.1

BURBERRY Omotesando Koshin Bldg. N/A
SIGNIFICANT PROJECTS COMING ONTO THE MARKET

Shuloss Aoyama

PROPERTY LOCATION *SQUARE FEET  COMPLETION DATE cos MIEEAGETR dg. 33368
KIRARITO GINZA Ginza 1784922  Oct.2014 NOTE: * Shop Area

Lalaport lzumi Osaka City 1.8 million Oct. 2014

GRANDTREE Kawasaki City 1.1 million Nov. 2014

MUSASHIKOSUGI

Aeon Mall Okayama Okayama City 2.7 million Dec.2014

NOTE: * Gross Floor Area
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For inquiry: Keisuke Yanagimachi, Head of Research Japan, e-mail: keisuke.yanagiamachi@ap.cushwake.com

Profile

Keisuke began his career at a construction company designing shopping malls. After he got a Master’s degree in the UK, Keisuke joined
Mizuho Trust & Banking where he got hands on experience in the Japanese property securitization market. Following that he moved to CBRE
and analyzed the investment market and various property indexes.

(Visiting researcher of Waseda University, Member of the Japanese Association of Real Estate Financial Engineering, First Class Architect)
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For inquiry: Isao Suga, Director Retail Services, e-mail: isao.suga@ap.cushwake.com

Profile

Prior to joining C&W, Isao Suga played a significant role in the expansion of Mitsui Fudosan’s retail shopping center business, including Mitsui’s
flagship LaLaport SC and Tokyo Midtown assets. Isao Suga now heads the Japan Retail Services team and is instrumental in building the brand
representation and leasing businesses. Isao Suga also supports outbound services, which leverages C&W’s global network to assist Japanese
retailers expand internationally.
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