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SUMMARY 

Objectives 

Globalization has influenced the real estate valuation field in Japan. On the 

other hand, state-specific institutions, customs, and practices still exist.  

It would be great if the participants were not necessarily affirming only 

globalization but also could understand the necessity of local customs and 

practices. In addition, my presentation will be a valuable reference for foreign 

audience members interested in doing business in Japan and understand the 

practices here based on recent law, systems and reforms. 

Methodology 

The ratio of inbound investment to the total investment is approximately 

one-fourth, showing a strong presence. The following contents to keep in minds 

are covered on this paper when overseas investors invest in real estate located in 

Japan related to the Land and House Lease Law 

a. Japan-specific legal systems e.g., the Land Lease and House Lease Act 

and the necessity of the system. As well as the recent amendments to the 

Act.  

b. The significance, negative aspects, and key points related to the Land 

Lease and House Lease Act and how it affects the valuation of investment 

properties located in Japan. 

c. In addition, explanation of the valuation methods and valuation needs 

derived from the Land Lease and House Lease Act itself in Japan. 

Key word: Protection of Lessee, Amendment to Land Lease and House Lease 

Act, Fixed-term Tenant Right, Fixed-term Business-Use Leasehold, Valuation of 

the Rent under Renewed Lease 
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A. HISTORY OF THE LAND AND HOUSE LEASE LAW (INCLUDING 

RECENT AMENDMENTS) 

In Japan, land and building are treated separately under the legal system. 

In some cases, based on the principle of freedom of contract under the Civil 

Code, the tenant was required to return the land at any time at the request of the 

landlord, and in the event the leaseholder intended to transfer the land, the 

leaseholder needed the consent of the landlord, and there had been a situation in 

which the realization issue had arisen. 

In 1921, the Land Lease Law was enacted. Similarly, it was believed that the 

stability of residence and business activities would be affected by the principle of 

freedom of contract in relation to rental houses. Therefore, the "Housing Rental 

Law" was enacted simultaneously. 

(1) The period of the contract was fixed and it was agreed that the leaseholder may 

request the renewal of the contract at the expiration of the duration. In addition, 

if the landlord refuses renewal, the leaseholder may request the landlord to 

purchase the building.  

(2) In cases when the landlord does not consent the transfer of the leasehold, those 

who has received Leasehold rights may request the landlord to purchase the 

buildings 

(3) In cases when the amount of ground rent becomes unreasonable due to e.g., a 

change in circumstances as the passage of time, each party shall be entitled to 

request the counterparty to increase or decrease the amount of ground rent. 

(4) If the period expires and the tenants hope the continued use, the agreement 

shall be renewed unless the immediate objection from landlord, and if there is 

no fixed term, the lease shall not be terminated unless six months have elapsed 
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after landlord requested the termination.  

(5)  At the end of the building lease, tenants were entitled to demand the purchase 

of the fixtures and fittings furnished to the buildings with the landlord's consent. 

In the event of circumstance changes, such as the passage of time, the rent 

may be increased or decreased from each party to the counterparty.  

Amendment to "Land lease law" "House lease law" in 1941  

With regard to the Leasehold, the Leaseholders were not fully protected by the 

expiration of the period even if the term was guaranteed. Therefore, Land lease law 

was amended as follows: In principle the contract is to be renewed without a 

justifiable reason for the surrender if there are buildings at the expiry of the term. 

House lease law was also amended as follows: If there was no notice of refusal 

to update at least six months prior to the expiration of the period, the contract was 

renewed and to update the renewal, a justifiable reason was required. 

Recent revision  

As post-war reconstruction progressed, corporate and residence activities 

gradually reached the stage where legal protection (stability of land-use rights) was 

required. Moreover, the need to protect Leasehold rights through the improvements 

of Leasehold legislation has emerged in the event that there is no choice but to 

lease properties. 

The Leasehold non-contentious case procedure system was introduced in 1966, 

and the stability and distribution of Leasehold rights were clearly ensured in the 

court decision by admitting an extension or reconstruction, permitting a change in 

Leasehold conditions and approving the transfer of Leasehold rights and so forth. 

As a result, the shifting of tenancy rights to real rights was further promoted. 
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Amendment to Land and House Lease Act in 1991  

After World War II, due to the rapid rise in land prices even higher than ground 

rents, the difference between the Market rent and the contract rent had widened. 

However, it was difficult to revise ground rents in line with the rise in land prices. 

And the abovementioned various policies resulted in the realization of the right of 

lease. As a result, while there was almost no new leasehold supply in the urban 

areas, new land lease relationships such as construction fund methods that 

bypassed the leasehold right establishment were generated. In 1991, the "Land 

and House Lease Law" incorporated the existing "Land lease law" "House lease 

law" and "Building Protection Law" into a single law. 

Ground lease related 

(1) In addition to ordinary Leasehold rights, establishment of fixed-term Leasehold 

rights in which the Leasehold is definitely terminated due to the elapse of a 

certain period of time 

(2) Review of the duration, update, loss, etc. of common Leasehold rights 

(3) Establishment of own Leasehold rights; and  

(4) Use of a mediation system for disputes over land rent and rent.  

House lease related 

(5) A system was established to terminate the contract with a fixed time limit, for 

example, in cases where there are unavoidable reasons such as temporary 

transfers (rental of buildings during the absence of the lessor) or in cases 

where the buildings are scheduled to be demolished.  

(6) The right to request the purchase of the Rented house's fixtures may be broken 

by an agreement of the contracting parties.  
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(7) If the tenants of Rented buildings that were built on the Leasehold right did not 

know the expiration of the period, it was decided to protect the tenants. 

The following table summarizes the land lease relationships 

 

Source: Japan Association of Real Estate Appraisers Training materials 

The major differences between the abolished Land Lease Law (Leasehold 

under the Former Law) and the Land Lease Right under the Land Lease and 

House Lease Law (Leasehold under the New Law) are as follows: 

(1) The distinction between stubborn and non- stubborn buildings was eliminated 

and the durations were integrated 

(2) In cases where the term is not specified, the shortest term shall be 30 years 

(3) The initial renewal period after the renewal was shortened to 20 years or more, 

and the second and subsequent renewal to 10 years or more, and the 

opportunity for the Lessors to express his intention to refuse the renewal were 

expanded.  

(4) In addition, with regard to the content of a justifiable reason in terms of land 

tenancy and housing lease, it has been clarified that the landowner and landlord 

may use the land or building on their own. 

General Fixed-term Leasehold

Land Lease Rights with

Special Provisions for

Building Transfer

Before-amendment

business-use leasehold

Use unlimited unlimited unlimited unlimited

Limited to the purpose of

owning the exclusively

business-use building

Duration

solid：30 years or more

non-solid：20 years or

more (60 years for

stubborn buildings and

30 years for non-

stubborn buildings if the

term is not defined by the

parties)

30 years or more 50 years or more 30 years or more
10 years or more

20 years or less

10 years or more

less than 30 years

30 years or more

less than 50 years

Contract Renewal
Special provisions on

termination are void.

Special provisions on

termination are void.

Special Agreement on

Elimination of Renewal is

required.

Leasehold Right

Extinguished by Transfer

of Buildings

none none

Special Agreement on

Elimination of Renewal is

required.

Right to Request

Purchase of Buildings
Yes Yes

Special Agreement on

Elimination of Demand

for Purchase is required.

Yes
As a matter of course,

none

As a matter of course,

none

Special Agreement on

Elimination of Demand

for Purchase is required.

Setting method not stipulated not stipulated not stipulated not stipulated  by Notarial deed  by Notarial deed  by Notarial deed

Causes for termination

Justifiable reason

 Building obsolescence

before expiry of the term

Justifiable reason Expiry of the term Building Transfer Expiry of the term Expiry of the term Expiry of the term

Former Leasehold Ordinal Leasehold

Fixed-term Leasehold

After-amendment

fixed-term business-use leasehold

Limited to the purpose of owning

the exclusively business-use building
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Introduction of fixed-term Rented house rights on March 1, 2000  

In the previous Rented house contract, the landlord was unable to refuse 

update without good reason, however in the fixed-term Rented house contract, the 

Rented house contract definitely terminates upon expiration of the period.  

Because this is a mandatory provision, the contract must be executed in writing, 

such as a notarial deed, which stipulates that the contract shall not be renewed by 

the expiration of the minimum period, and the only oral contract is excluded. 

The law requires a notice of end from one year to six months prior to the 

expiration of the agreement, however if it is less than one year, the notice is not 

required. The requirement is to alert the lessee that the contract is to be terminated, 

and to ensure a period of time for negotiation and securing alternatives.  

In addition, contracts with a period of fixed-term Rented house for less than one 

year are effective, and those with a term of more than 20 years are also valid. 

A fixed-term Rented house contract is a mandatory provision that sets a term in 

the contract and terminates when the term expires. In principle, early cancellation is 

not permitted. For example, from the standpoint of the tenants, a contract with a 

period of 10 years would have to be rented for 10 years, and if tenants wish to 

cancel the contract unilaterally, they would have to pay the rent for the remaining 

term.  

Provided, however, that in the case of certain residential properties, the 

cancellation is permitted by making an application one month in advance, and the 

protection of the individuals who are assumed to be the tenants of the residential 

properties is ensured. 

Fixed term business use leasehold right  

When business use leasehold right was established, the system was centered 
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on the business purpose for managing roadside stores, and it was considered 

appropriate to introduce the system by limiting the leasehold period (10 years to 20 

years or less) in light of this business purpose.  

However, business leasehold rights were used as sites that were not anticipated 

at the time of establishment, such as large-scale commercial facilities, logistics 

facilities, and factories, due to the following reasons: 

 For securing financial soundness and avoiding risks of land price declinings 

due to the long-term sluggish in land values following the collapse of the 

bubble economy 

 They were able to reduce initial investment costs by not purchasing land 

when opening stores and so forth. 

In 2008, the maximum duration of business use leasehold was raised from 20 

years or less to less than 50 years. The purposes of this amendment are as follows: 

(1) Eliminating mismatches with the depreciation period of tax law. 

(2) By making it easier for land to be leased, as a result, leading to expand 

effective use of land 

(3) Effective use of land will also contribute to the activation of local communities. 

Fixed-term business use Leasehold rights (before amendment business use 

leasehold) are Leasehold rights established for the sole purpose of owning 

buildings for business purposes, with a period of 10 years or more to less 50 years. 

Since there is no extension of the term due to the renewal of the term contract or 

the reconstruction of buildings, the Leasehold right is definitely extinguished, and 

the Lessee must return the land to the Lessor (the landlord) as a vacant land upon 

the expiration of the contract. 

These Leasehold contracts are considered to have the following benefits for the 
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landlord and the lessee, respectively. 

Landlord  

 No contract renewal and leased land is always returned.  

 Stable rental income can be secured during the contract period (the risk of 

rent reduction and the eviction rate tend to be lower than that of building 

leases because the Lessee owns the building and it is not easy to withdraw, 

and the Lessee is able to adjust the expense of e.g. maintain and 

management of the building by itself).  

 No additional investment required during the contract period  

 No Buildings Purchase Obligation at Expiration of Contract Period  

Lessee  

 Initial costs can be reduced compared with land acquisitions  

 Since the land must be returned to the landlord after the expiration of the 

contract period, it is easy to obtain the consent of the land lease contract. 

 The design and specifications of the building can be freely selected. 

In view of these benefits, the system is used first in development large SCs, 

roadside stores, logistic sites, etc. and is now used in the factory locations.  

In recent years, the number of cases has been increasing nationwide because 

the fixed-term lease contract is regarded as an effective means of securing 

business sites. 

As stated above, in principle fixed-term business use leasehold rights should be 

returned after the expiration of the contract period. However, it is possible to 

re-enter into the contract with the agreement of both the lessor and the lessee. In 

recent years, there have been multiple cases in which the tenant wished to re-enter 
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into the contract and actually re-enter into the contract. 

B. POINTS TO KEEP IN MINDS WHEN OVERSEAS INVESTORS 

INVEST IN REAL ESTAE LOCATED IN JAPAN RELATED TO THE 

LAND AND HOUSE LEASE LAW 

After overcoming the severe financial environment, such as the Great East 

Japan Earthquake and the European debt crisis in March 2011, both the number of 

listed securities and market capitalization have been on the rise against the 

backdrop of various factors, including the economic recovery in Japan, the 

economic effects of the 2020 Tokyo Olympic Games and large-scale monetary 

easing. 

At present (August 31, 2017), 58 stocks have a market capitalization of 

approximately ¥11.4 trillion. According to the REIT Investor Survey (August 31, 

2017), the ratio of J REIT's holdings by investor type is as follows: foreigner, etc., 

24.7%, business corporations, etc., 9.0%, and individuals and others 9.0%, with 

44.1% of trust banks ranked as the top. Accordingly, the ratio of inbound 

investment to the total investments is approximately one-fourth, showing a strong 

presence. 

As a result of the development of J-REIT, it is believed that the Japanese real 

estate market, which has been regarded as an internationally unclear market, has 

made progress in disclosing information. 

The introduction of fixed-term rented house rights in harmony with the 

aforementioned international standards and the revision of the Law on Fixed-Term 

Business Use Leasehold Rights have enabled investors to stabilize cash flow. 

The followings are the comments on the relationship concerning each asset 
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type as an investment property and the Land and House Lease Law by focusing on 

the J-REIT market. 

Office  

Office buildings have been accepted by a wide range of investors as an 

investment target in J-REIT because they had a enough performance record of 

securitization prior to the opening of the J-REIT market, and market data such as 

rents and vacancy rates have also been available. In general, however, office 

buildings have shorter lease periods and are more susceptible to economic 

condition movements compared to other investment targets.  

Both ordinary building leases and fixed building leases are found in offices. 

Due to the recent tightening of office demand, there are noticeable increases in 

the amount of rents when re-entering into the contracts of fixed term building lease, 

and the same trend is also seen at ordinary building leases. 

Residence  

Housing is also one of the major uses in which J-REITs are mainly investing. 

Because rents are more stable compared to multi-use assets, J-REITs 

specializing in dwellings are recognized as defensive securities which are less 

susceptible to economic fluctuations and property market conditions.  

Rental agreements with residents are mostly ordinary rental agreements, and 

since the tenant's consent is required to revise the rent increase, the rent level is 

relatively stable even in the recent overheating of the real estate market. The 

following graph compares NOI trends for J-REIT offices and residences. 
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Office: GRA of 2,000 sq. m or more, Residence: Unlimited 

Source: based on the public J-REIT data, our company made 

In recent years, while the prices of condominiums for sale have risen amid the 

robust real estate market, rents of rental housing have been relatively stable. 

Therefore, the Land and House Lease Law has contributed to the protection of 

Japanese consumers. 

Logistic 

Demand for logistic facilities is increasing due to the rise of online stores and so 

forth in recent years.  

Because of the difficulties in replacing tenants at logistics facilities, there are 

many cases of long-term fixed lease contracts with tenants. For J-REIT securities, 

which specialize in logistics facilities, incomes tend to be stable. 

Hotel  

In the J-REIT markets, the upward trend in inbound travelers is a positive factor 

for securities of hotels.  

The increase in occupancy rate (OCC) and Average Daily Rate (ADR) will lead 

to an increase in overage (percentage) rents received by J-REIT depending on the 
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contract type. Therefore, the inbound trend, such as the number of visitor arrivals to 

Japan, tends to be focused. Recently, in terms of hotel rent type, the type of base 

rent plus overage rent is increasing.  

One of the method of determining the rent of a rental type hotel is the concept of 

an affordable rent, i.e., how long it can be paid after securing a reasonable profit 

from the viewpoint of the hotel. For example, it is expressed in the formula 

"GOP-Hotel Appropriate Profit - FF & E Reserve (and, if the Operator is separate, 

deduct the amount equivalent to MC Fee)". 

SC 

The increasing inbound trend is expected to enhance the stability of lease 

contracts and the possibility of future rent increases in commercial facilities through 

increased sales commission and increased sales at tenants' stores. 

From the lessor's point of view, the type of lease contract for commercial 

facilities is broadly divided into the case of the bulk lease contract method (bulk 

lease) and the case of the individual lease contract method. The general type of 

bulk lease contract is that the lessor (master lessor) and the operator (master 

lessee) of the commercial facility conclude a lease contract (master lease contract), 

and that the operator (master lessee) of the commercial facility concludes a lease 

contract (sublease contract) or a facility use contract with each tenant or specialty 

store. 

The type of contract is typically a long-term fixed term building lease contract or 

an ordinary building lease contract. A building lease contract is an ordinary contract 

with a period of 20 to 30 years, and it is common to stipulate articles on prohibition 

of early cancellation and penalty for cancellation. The rent type is divided into fixed 

rent type, percentage rent type, and overage rent type with minimum guaranteed 
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sales. 

Healthcare （Senior Livings） 

The type of contract is typically a long-term ordinary building lease contract with 

a period of 20 to 30 years, and it is common to stipulate articles on prohibition of 

early cancellation and penalty for cancellation. 

Private nursing homes and serviced senior residences can be categorized 

according to the residence type of residents (end-users). Since the right-of-use 

system is not subject to the Land and House Lease Law, it is a special form of right 

in which the contract clearly specifies the reason for leaving the facilities due to 

certification of need for long-term care or dementia, etc. 

Type Overview 

Right-of-use 

system 

This is a type of contract other than a building lease 

contract and a lifetime building lease contract that 

combines a residential portion with a service portion, such 

as nursing care and livelihood support. 

Building lease 

type 

A residential contract for a rental housing in which there 

are separate contracts for a residential part and a service 

part, such as nursing care. The termination of the contract 

upon the death of the occupant shall not be valid. 

Whole-life 

building rental 

system 

A special type of building lease contract that has been 

approved by a prefecture as a whole-life building lease 

business under the provisions of the Act on Securing 

Stable Residence of the Elderly. The agreement is 

terminated upon the death of the occupant. 



“ISSUE OF ASSET VALUATION IN JAPAN” 

14 
 

There is also the concept of an affordable rent as long as it can be paid for 

healthcare (rent) after securing a reasonable profit from the operator's standpoint. 

For example, it is expressed in the formula "GOP – Operator's Appropriate Profit – 

Reserve Funds for Equipment – Risk Buffer". 

Land with Business Use Leasehold Interest 

Leasehold Interest shows that transactions have generally been revitalized 

amid increasing attention as an investment real estate. 

For example, in recent years, a private placement REIT specializing in Land 

with Business Use Leasehold Interest, and a comprehensive investment 

corporation investing in the Land with Leasehold Interest as its main investment 

asset were established.  

The main merits for investing in the Land with Business Use Leasehold Interest 

is to secure stable incomes during the period by setting non-cancelable fixed-term 

business use leasehold and to secure relatively higher yields compared to the 

built-up properties after depreciation since there are no burdens on depreciation 

costs for buildings and so forth. 

C. JAPAN’S OWN VALUATION APPROACH BASED ON THE LAND 

AND HOUSE LEASE LAW  

Japan's uniqueness concerning valuation techniques resulting from Land and 

House Lease Law brings about (1) the valuation of the Rent under Renewed 

Lease and (2) the valuation of Leasehold rights in the case of ordinary Leasehold 

rights. Japan's unique valuation methods and assignments arising from the Land 

and House Lease Law are often related to the former Land Lease Law and the 
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Land and House Lease Law other than those related to the fixed-term land lease 

right and fixed-term housing right introduced in Heisei era. 

And, requests for the valuation of the Rent under Renewed Lease are rarely 

seen overseas. 

However, in many cases, Rent under Renewed Lease valuation are involved 

in litigation, and rather than being based on the abundance of data, it is a 

demonstration of the professional skill of each appraiser and these assignments 

are valuable source of income for real estate appraisers in Japan. 

In the first place, why the request for the valuation of the Rent under 

Renewed Lease arises? 

In principle, if the Land and House Lease Law, etc. is applicable, t is possible to 

value the contract rent. 

However, in terms of the binding force of the contract, it is permissible for the 

parties to freely determine the rent irrespective of the market rate at the time of the 

agreement or the revision of the rent in accordance with the principle of freedom of 

contract and private autonomy, and the Land and House Lease Law cannot 

intervene on the inappropriateness of the rent at the time of the agreement or the 

revision of the rent. 

Provided, however, that in the event of a change in circumstances (in the event 

the rent at the time of the latest agreement has become inappropriate) due to 

changes in the economic situation such as the fluctuations of taxes and public dues, 

lands and buildings, or by considering the rent for alternative/competitive properties 

within the primary market area, it is possible to request an increase or decrease in 

the rent under the Land and House Lease Law. 
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Right to Claim an Increase or Decrease in Rent 

The right to claim an increase or decrease in the rent is the right to claim a 

revision of the rent and rent from one party against the other in the existing land 

lease contract and house lease contract (formative right), and the requirements of 

the right to claim an increase or decrease in the rent are as follows: 

 The current rent is objectively "inappropriate" 

 A considerable period of time has elapsed since the previous revision 

(requirements for interpretation) 

 No special agreement on non-increase in the rent. 

The Land and House Lease Law are enacted for the purpose of protecting the 

leaseholder and the tenant, and most of them are an one-sided mandatory law 

(invalid if it is against the leaseholder or the tenant). Among these, the right to claim 

an increase or decrease in the rent was enacted by enacting the Land Lease Law 

and the House Lease Law of 1921. However, the Land Lease Law and the House 

Lease Law protect the leaseholder and the tenant by restricting the e.g. short-term 

leases, for example, by extending the duration of the tenancy and giving the tenant 

the power to assert the tenant's right (as stipulated by the Building Protection Law 

(1907)). Since the land/house lease contract is to continue for a long period of time 

under the said provision, it is considered that the rent agreed upon at the time of 

the contract will become inappropriate due to the subsequent changes in the 

economic event, and therefore, the provisions of the right to claim an 

increase/decrease in the rent (Article 12 of the Land and House Lease Law and 

Article 7 of the House Lease Law) were newly established (to be succeeded to in 

Article 11 and Article 32 of the Land and House Lease Law respectively). 

However, the one-sided mandatory law of the Land and House Lease Law does 
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not include the right to claim an increase or decrease in the rent, and the right to 

claim an increase or decrease in the rent also works in a direction favorable to the 

lessor, and it is possible for the lessor to claim an increase or decrease in the rent. 

The appraisal value of the renewed rent is determined by considering the 

fairness between the contracting parties, taking into account various factors, such 

as the contents of the lease agreement and the process of concluding the contract, 

as well as changes in circumstances from the time of the latest agreement (when 

the current rent is agreed and applied between the contracting parties) to the date 

of value, which often becomes a long-term, on the assumption of the right to 

request an increase or decrease in the rent. 

Principles and Points of Attention for Valuation of Rent 

Since the valuation of the rent under renewed lease takes into account the 

difference between the contract rent as of the latest agreement and the market rent 

as of the date of value, the rent under renewed lease is basically determined 

between the contract rent and the market rent as of the date of value (the concept 

that the market rent defines the upper limit of the rent under renewed rent is not 

adopted). 

In recent years, the Supreme Court (October 21, 2003) approved the 

application of the Land and House Lease Law, stating that "a sublease or 

made-to-order rental is made by allowing the use of the building and paying the 

rent as its consideration, which is not different from ordinary building leases." 

The followings are brief comment on each rent appraisal approach, 

including the appraisal standard, using an office as an example. It is 

necessary to understand the new rent as a prerequisite for the application of 

estimating the new rent. In this section, first the approaches of determining the 
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market rent under new lease, next the approaches of Rent under Renewed 

Lease are covered. 

Appraisal approaches for determining the market rent under new lease  

1． Summation Approach  

(Formula) Base Value  × anticipated yield  + operating expenses   

The Summation Approach is an Approach that emphasizes the profitability of 

the owner's investment, and is generally not suitable for offices where it is relatively 

easy to collect and select an ample collection of lease evidences. 

2． Rental Data Comparison Approach  

(Formula) Rent of comparable rents  

× condition adjustments  

× time adjustments 

          × market-specific influence comparison 

× property-specific influence comparison  

In the case of offices, the collection and selection of rental/leasing evidences is 

relatively easy, and this approach is generally highly normative. 

Appraisal Approaches for Determining Rent under Renewed Lease  

1． Rental disparity analysis approach  

(Formula) 

Contract Rent ± the estimated portion of the difference assignable to the 

lessor by a thorough analysis of lease terms, contract negotiations and so 

forth based on The difference between the market rent and the contract rent. 

The rental disparity analysis approach is a method of appropriately allocating 

the difference between the appropriate market rent and the contract rent. It reflects 
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on the intention of the contracting parties to reduce the difference between the 

rents in an appropriate manner when revising the rent. The determination of the 

part assignable to the lessor, etc. is made by comprehensively taking into account 

the individuality of the subject property mentioned above. Therefore, there are 

many cases where the rental disparity analysis approach has high persuasiveness. 

2． Yield Approach  

(Formula) Base Value  × rental yield  + operating expenses 

The yield approach focuses on the relationship between the capital investments 

(base value) and dividends (contract rent), but the correlation between the base 

value and the contract rent is weak, especially when price fluctuations are 

significant. 

3．Trend approach  

(Formula) Net rent + Trend factor + Operating expenses 

Various statistical data used as the trend factor in the trend approach do not 

directly reflect on the change in the rent for renewal of the subject property. In 

addition, if the (net) rent at the time of the most recent agreement deviates from the 

market rent, it is considered difficult to properly value the rent. 

4．The rental data comparison approach  

The rental data comparison approach is applied the same way as the rental 

data comparison approach for determining rent under a new lease.   

In the case of offices, the collection of rental/leasing evidences is considered 

relatively easy. However the rental/leasing evidences related to renewal rents are 

reflecting on strongly the individuality of contract. And appropriately comparing the 

factors is considered to be difficult. Therefore, this approach is generally not 
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persuasive. 

CONCLUSION 

The system of the Land Lease and House Lease Law, which was originally 

intended to protect leaseholders and tenants, became irrational as the progress of 

Japan's economic development in the postwar period. 

Since Heisei era, the law has been amended one after another.  

The current legal system is balanced meeting social needs, by maintaining the 

principle of protecting leaseholders and tenants, while taking into account the 

position of real estate investors in line with global standards.  
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