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The Relationship between Environmental Factors and Office Cap Rates :

An Empirical Study in Tokyo
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This paper is an empirical study of the capitalization rates for office buildings in the core
six wards of Tokyo from 2001 to 2009. The purpose of this study is to estimate the spread
of the capitalization rates based on accessibility to public parks by a spatial interaction
model. It found the following results: 1) the coefficient of the accessibility to public parks
that is five hectares and above is statistically significant; and 2) the spreads of
transaction-based cap rates are estimated from 10 bps to 40 bps by a ‘with-without a
factor’ analysis. It indicated that urban green space amenity affects on office building
prices. The results of the study should provide insights to the DCF analysis in appraisal

reports.
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