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A Study on the Reserve Cap Rates of Office Buildings
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This study is intended to propose a new concept of capitalization rates in transactions,
which I will call a “Reserve Cap Rate,” A reserve cap rate measures an investor’s willingness
to pay for property acquisitions. It became clear that Japanese investors, under the current
market condition, recognize a reserve cap rate as a lower rate than a expected cap rate, which
is used for judging the investment value of a property. This is because the investors expect
Japanese economy will be picking up steadily in the future. When the real estate market is in
the recovery or expansionary phase, the difference between a reserve cap rate and a expected
cap rate tends to be large. This shows that a reserve cap rate is significant in transactions.
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