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A Study on the Increasing Economic-Power Disparity between Regional
Cities and Metropolitan Areas: A Land Price Analysis Based on
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According to the long term trend of land prices, 13 years after the bubble, land prices in
metropolises and regional cities have reflected the disparity in economic means (between
metropolises and regional cities), with that disparity increasing between business and resi-
dential districts.

Comparing Tokyo to regional cities, land prices in the central business districts of
Tokyo are recovering while in regional cities decreases are severe. Comparing regional
cities to Tokyo, not only is economic recovery lagging, regional cities also have the com-
mon structural problem of a hollowing out of the central business district.

Following the large scale drop in land prices after the burst of the bubble, the current
real estate market has undergone a structural change from one based in speculative
demand to one based on actual demand. As a result, through the difference in convenience
and earnings, land price formation is occurring, which is especially evident in business dis-
tricts where earnings ability is derived from land usage. Consequently, today, REIT and
foreign capital from globalization—the twin pillars of real estate investment—are deter-
mined by earnings and profit from cash flow. In Tokyo and other metropolises, investment
is based on real estate having high earnings probability. Hereafter, the land price disparity
between metropolises such as the Tokyo metropolitan area and regional cities will increase
even further.

The trend in deregulation and in accelerating the transfer of authority (power) to
regions is welcomed. However, it must be said that the governmentls municipal policy,
which focuses on metropolises with economic power, needs to be re-examined.

Capital gains, The income capitalization approach, Returns, REIT, Fund of funds




