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trend as corporate investment activity remained brisk after

consumption and investment. In this quarter,
GDP is forecast to continue its upward

increasing by 2.8% (year-on-year) in the previous quarter against
the backdrop of strong corporate performance, according to the
Ministry of Finance’s Policy Research Institute. Going forward, the
Japanese economy would undergo an uplift as strong corporate
performance is expected to translate to more investment,
employment and an increase in wages. Notably, after the
enforcement of consumption tax exemption on October |, 2014,
on tourists’ personal consumption items such as food, beverages,
drugs and cosmetics, the monthly consumption of tourists
skyrocketed for consecutive months, increasing year-on-year by
180.8% in January and 235.8% in February, according to the 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

‘Food & Drinlk’—the drivers for attracting new customers.
According to the official January | announcement on land prices,
which is viewed as the prevailing benchmark of land prices, the
commercial land prices stopped declining nation-wide, and were flat
for the first time since the global financial crisis in 2008.
Commercial land prices increased, led by brisk property
transactions by the corporate sector and J-REITs. Seventy percent
of the prices of the plots in Tokyo, Osaka and Nagoya rose. We
saw a sign of recovery of sales in department stores as witnessed
by the rise in the nation-wide sales in February by 1.1% year-on-
year. It was the first positive reading since the hike in consumption
tax in April 2014, and in the past eleven months. The factors
contributing to the recovery were the inbound consumption of
tourists spurred by the Lunar New Year, and luxury brand
demands from high net-worth individuals. However, sales in cities
outside Tokyo and Osaka lacked strength because such cities
benefitted less from the inbound demands than Tokyo and Osaka.
Recovery was not yet seen in these cities. At the category level,
there was an emergence of clear winners and losers among apparel
suppliers. Regardless of domestic or foreign origin, company or
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business category whose sales remained lackluster due to dwindling
popularity among consumers, withdrew from the market. For
example, Topshop closed its five domestic shops at the end of

January. Eland, which expanded with SPAO and MIXXO, closed all

its shops in Japan, although it had only entered the market two
years ago. Brands that were caught in a business slump, especially
on the high streets where they could not withstand the recent
surge in rents, had to reconsider their business plan including the
closing of shops. On the other hand, sports brands’ businesses
were brisk with the upcoming Tokyo Olympic Games 2020 and the
recent health-conscious boom. These brands will actively evolve
from now on and create new business category of apparel fields.

On the flip side, many foreign ‘Food & Drink’ brands expanded and
increased their presence significantly. American hamburger chain
restaurant Carl’s Jr. and Shake Shank, Dominique Ansel Bakery, and
Mexican diner Guzmany Gomez launched one business expansion
after another, usually in partnership with local companies. Going
forward, we expect new entrants, as landlords of retail premises
are keen to invite these tenants who are able to attract new
customers. They also serve as a special feature for new or freshly
renovated retail premises.

OUTLOOK

Sustained by the inbound demands aforementioned, commercial
lands in Tokyo and Osaka remained buoyant, and continued an
upward trend in rents. This trend is expected to continue, as there
are no opposing factors so far. However, rents have hiked far
beyond the level where tenants can afford to pay, driven by
expectations of investors or landlords. As such, the market may
have peaked. Moreover, a slump in business is anticipated due to an
oversupply of premises for the apparel sector amid ongoing new
developments in the heart of Tokyo. Endurance and a highly
versatile strategy would be the key to business survival.

ECONOMIC INDICATORS

NATIONAL 2013 2014 2015F
GDP Growth 1.6% 0% I.1%
CPI Growth 0.3% 2.8% 1.7%
Private Final Expenditure Growth 2.1% -1.2% 1.2%
Govt. Final Expenditure Growth 1.9% 0.3% 0.4%

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

MAIN JPY TSUBO*/MO EURO Us$ Q-0-Q Y-0-Y PROPERTY LOCATION

“SQUARE FEET COMPLETION DATE
FIREETS S i CHANGE CHANGE Futakotamagawa rise SC Futakotamagawa 118,407 April 2015
Ginza 320,000 825.13 901.20 3.2% 10.3% e MR
Omotesando 250,000 644.64 704.06 0.0% 0.0% Log Road Daikanyama Daikanyama 20,452 April 2015
Shinjuku 220000 56728 619.58 0.0% 0.0% Lala Port Fujimi Fujimi City 861,141 April 2015
NOTE: * Shop Area
Shibuya 150,000 386.78 422.44 0.0% 0.0%

NOTE: * | Tsubo is approximately 3.3sqm and 35.58sqft
| Euro =130.786 JPY, | US$ =119.747 |PY as at Mar. 23 2015

SIGNIFICANT LEASING TRANSACTIONS

TENANT LOCATION PROPERTY *SQUARE FEET

% changes are calculated on the basis of JPY

Source: Cushman & Wakefield Research Ermenegildo Zegna  Ginza Zegna Ginza Bldg. 7,535
Burberry Osaka Shinsaibashi Square 12,519
SIGNIFICANT PROJECTS COMING ONTO THE MARKET Onitsuka Tiger Shibuya Shibuyajinnan Kyodo Bldg. 1,945

PROPERTY LOCATION *SQUARE FEET ~ COMPLETION DATE NOTE: * Shop Area
Q Plaza Harajuku Harajuku 651,066 Mar.2015
Harajuku ALTA Harajuku 168,009 Mar.2015
NAGOYA PARCO midi Nagoya N/A Mar.2015

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: Hiroki Kudo, Associate Director Retail Services, e-mail: hiroki.kudo@ap.cushwake.com

Profile

He joined Cushman & Wakefield in 2013 and has over |9 years of extensive experience in the commercial real estate field in Japan. Prior to
joining C&W, Hiroki was involved in Retail and Office Leasing in CBRE. His expertise in retail services include securing flagship stores in major
cities of Japan, and supporting the inbound business for foreign companies expanding into the Japan market.
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