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Factors that impact new housing starts

Three factors have major impacts on new housing starts: 1) Mobile population, 2) Nominal GDP
growth rate, and 3) Average age of housing stock.

Population and number : .
of households Economic growth Housing stock

Total population + Real GDP
Working-age population * Real GDP growth rate

Real GDP for the previous year
Total number of households Real GDP growth rate for the

Total housing stock
Average age
Number of vacant homes

Number of households in i
previous year
which the head of household «  Nominal GDP * Vacancy rate
is of working age + Nominal GDP growth rate etc.
« Mobile population » Nominal GDP for the previous year

) Nominal GDP growth rate for the
* Number of mobile previous year 9

households Etc.
etc.

Is it logically relevant as a factor impacting new housing starts?

Can one say it impacts new housing starts statistically?

Factors that impact new housing starts
1) Mobile population 2) Nominal GDP growth rate 3) Average age of housing stock

ml Copyright (C) Nomura Research Institute, Ltd. All rights reserved. 4



Future predictions on factors that impact new housing starts (1)

The mobile population is expected to decrease from 10.1 million people in 2015 to
eight million people in 2030

Actual and predicted mobile population*
(One million people)

14 - 126 Actual values (estimates) « — Predicted values

12 -

1988 1995 2000 2005 2010 2015 2020 2025 2030(Year)

* Mobile population: the number of people that moved to a new address in the applicable year

Source) Actual values: Estimates by NRI based on the annual report on the internal migration in Japan derived
from the basic resident registers by the Ministry of Internal Affairs and Communications and Population Census
Predicted values: Predictions by NRI based on the Population Projections for Japan by the National
ml Copyright(C) Nomura Research Institute, Ltd. All rights reserved. Institute of Population and Social Security Research. 5



Future predictions on factors that impact new housing starts (2)
Predictions by the Japan Center for Economic Research are used for the nominal GDP growth rate

(Growth power is decreasing in the mid to long term, and an era of negative growth will start around
2030)

Actual and predicted nominal GDP growth rate
(%)

8 - Actual values < | — Predicted values

z: /\A/\/w/\/\/\/v\

v VYV \/

1988 1995 2000 2005 2010 -2015 2020 2025 2030

(year)
Source) Actual values: System of National Accounts by the Cabinet Office
Predicted values: Mid-term economic forecast (announced March 23, 2016) by
m‘ Copyright(C) Nomura Research Institute, Ltd. All rights reserved. the Japan Center for Economic Research




Future predictions on factors that impact new housing starts (3)

The average age of housing stock is expected to increase from 22 years in 2013 to
29 years in 2030

A decay curve was calculated, showing the degree of decrease after construction for housing stock according to the period in which construction

was started (right chart).

The average age was calculated by calculating the housing stock according to the year in which construction was started, based on the decay curve

(left chart).
Actual and predicted average age

(Year) Actual values (estimates) <

30

25

20

15

10

m‘ Copyright(C) Nomura Research Institute, Ltd. All rights reserved.
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Decay Curve (Housing stock decrease rate by period in which
construction was started)
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Source) Estimates and predictions by NRI based on the new housing starts Statistics by the Ministry of Land, Infrastructure,
Transport and Tourism and Housing and Land Statistics by the Ministry of Internal Affairs and Communications
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New housing starts prediction results

New housing starts are expected to gradually decrease due to factors such as the
decreasing population, decreasing number of households, and longer life of housing,
totaling approximately 540,000 in 2030

Actual and predicted new housing starts

(10,000 homes)

Actual values «—  —

180 - Predicted values
166167167 163
160 -
140 -
134 §
120 - Collapse of the |
bubble economy 118 1177117
100 - Last-minute 115
demand before the 88 3 g1
consumption tax .8 7977
80 - increase Falsified 3 ° &.O"O"O~7472 6967
+ eartr? Suaie Last-minute O.-O'"C’*o 6562 60
60 - Reconstruction resistancg data Bfa[]kkr]umcy demand before TO0y 2754
demand after the scandal  oe-oNMan ‘the consumption ©
Great Hanshin . Brothers  tax increase
40 - Earthauak Revision of the ;
arthquake Building
Standards Act
20 -
O I I I I I I T T [ I I T I I T I T I I T I I I I T [ T ;I I I I I I I I I I I I I I I 1
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(year)

m‘ Copyright(C) Nomura Research Institute, Ltd. All rights reserved.

Source: Actual values: Construction starts statistics by the Ministry of Land, Infrastructure, Transport and Tourism
Predicted values:NRI
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Factors that impact the renovation market scale

Three factors have major impacts on the renovation market scale: 1) New housing starts (8
years ago), 2) Nominal GDP growth rate, and 3) Average age of the housing stock

Number of households Economic growth Housing stock quality
« Total number of households . Rea: GDP ) * Average age
o i * Real GDP growth rate
vl\\I/EE:?;gfhzzlésoefhﬁédiglhold » Real GDP for the previous year  Number of vacant homes
\ _ u - Real GDP growth rate for the « Vacancy rate
is of working age previous year etc
* Number of people moving + Nominal GDP '
* Number of households *Nominal GDP growth rate
moving » Nominal GDP for the previous year

. * Nominal GDP growth rate for the
* New housing starts previous year g

etc. Etc.

&vvvvv VvV VOV VWV AR VAR VAR VAR VAR V4
Is it logically relevant as a factor impacting the renovation market scale?

N a4 a4 N N N a4 a4 4
Can one say it impacts the renovation market scale statistically?

1 Jl 1

Factors that impact the renovation market scale
1) New housing starts (8 years ago) 2) Nominal GDP growth rate 3) Average age of the housing
stock

ml Copyright(C) Nomura Research Institute, Ltd. All rights reserved.



Renovation market scale prediction results

Although growth is anticipated for the renovation market scale, expansion will be difficult if no measures are taken
In addition to policy support, inventive approaches by private business operators will also be necessary to invigorate
the market

Actual and predicted renovation market scale

(One trillion yen) = Broad sense «eeOee« Broad sense —O=— Narrow sense ce« e Narrow sense
(actual values) (predicted (actual values) (predicted values)
10 91 values)

- 1R, Actual values — — Predicted values

6.5076.56.66.66.56.56.56.56.56.5
.<>..<>..<>-.<>..<>--<>...<>...<>..<>..<>..<>..<>
O..O..O.OO'OOO'O"O"O'O'O"O"O"o
: 4°7555.65.655565.65.65.65.6

O P, N W & 01 O N 00 ©

1989 1995 2000 2005 2010 2015 2020 2025 2030

(Year)

* Narrow sense: Building additions and reconstruction work included under “New housing” in the new housing starts statistics
Broad sense: Renovation market scale in the narrow sense with the amount including the purchase expenses for durable consumer
goods related to renovation (such as air conditioners and furniture), interior products, etc.
Source) Actual values: Housing Renovation Market Scale (2014 Version) by the Center for Housing Renovation and Dispute
Settlement Support. Predicted values: NRI
m‘ Copyright(C) Nomura Research Institute, Ltd. All rights reserved.
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Prediction method

Predictions on the total Number of homes, number of vacant homes, and Vacancy

rate utilize the following method

Way of thinking for predicting the total Number of homes, number of vacant homes, and Vacancy rate

Total Number of
homes five years | 4
ago

Number of new
housing starts in
the five years after

Number of
demolished homes =
in the five years after

AN

A\

AN

Actual values: Statistical Survey
on Housing and Land by the
Ministry of Internal Affairs and

Predicted values

Predictions by NRI
correlated with new

Total number of

homes

Number of
vacant homes

Number of homes

under construction

Number of homes
with temporary
residents only*

Communications by NRI . 7
Predicted values:NRI y hOUSlng starts -7
¥’
Total number Number of Number of homes
— | homes in which in which no >
of homes households live households live
Hypothesized to be the same level as future —>
predictions by the National Institute of
Population and Social Security Research 1/ \r
Divided

m‘ Copyright(C) Nomura Research Institute, Ltd. All rights reserved.

proportionally in
approximation of
past trends

Vacancy rate

* homes in which not one
person normally lives, such
as those only used during
the day or those in which
several people take turns
staying at night
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Predictions on the total number of homes, number of vacant homes, and Vacancy rate

Together with the decreased number of households and increased total number of homes, the number

of vacant homes is expected to be roughly 21.67 million in 2033 with a vacancy rate of 30.4%

Actual and predicted total number of homes, number of vacant homes, and vacancy rate

(10,000 homes)

8,000

7,000

6,000

5,000

4,000

Sawioy JuUedeA JO

Jagwinu pue sawoy
JO Jagwinu [ejo|

3,000

2,000

1,000

0

3,545

(%)

: — Predicted values - 35
|
: 6,900
|

Actual values «—
7,126
6,646

alel Aduede)

13.1% 13.5%, 2,167

11.59 12.2% - 10

N | : 1,773
g6y 24% 207 ' 078 1,404
7.6% ’ i
576 659 757 820 5
|
J I . 1 . I . I I I I I I ! I I I O
1978 1983 1988 1993 1998 2003 2008 2013 2018 2023 2028 2033(Year)
I Number of Vacant Homes (left- Total Number of Homes (left- =Ji="acancy Rate (right-hand scale)

hand scale
m‘ Copyright(C) Nomura Research Institute, Ltd. Al rig)hts reserved. Source) Actual values: Statistical Survey on Housing and Land by the Ministry of Internal Affairs and Communications

hand scale)

Predicted values: NRI
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Predictions on the breakdown of vacant homes and ratio in the total Number of homes

The breakdown of vacant homes is approximately 12.7 million homes for rental or sale in 2033, accounting for
17.8% of the total Number of homes, and roughly 7.9 million other homes (those with no particular usage),
accounting for 11.0%

It is thought that other homes will continue increasing if homes are not demolished or downsized, and the
falling number of households will lead to more homes for rental or sale.

Actual and predicted breakdown of vacant homes and ratio in the total number of homes

(10,000 ran
homes) 1,400 - 20
- 18!
1,200 -
- 16' 1
o
CZ 1,000 B » 14| 5
3 5
= 12 @
] 800 &
. - 10 &
>
S 600 [ o £
@ 3
7 o
o
400 | 6 °
=
¢g
200 r
) 3
0 0
1978 1983 1988 1993 1998 2003 2008 2013 2018 2023 2028 2033
I Number of secondary homes (left—-hand Number of homes for rental or sale (left—-hand I Number of other homes (left-hand scale)
scale) scale)
—l— Ratio of secondary homes (right—hand —&— Ratio of homes for rental or sale (right—hand —— Ratio of other homes (right—hand scale)
m‘ Copyright (C) Norsncuar:)Research Institute, Ltd. All rights reserved, SOUrce) A%‘tzt?éﬂ/alues:Statistical Survey on Housing and Land by the Ministry of Internal Affairs and Communications 14
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Prediction method

existing home sales were estimated and predicted based on information about the number of households and changes
in the home ownership ratio from external data, as well as the percentage of people buying a house for the first time
and percentage of people buying existing homes from NRI's own surveys

Ropula Ministry
of Internal Affairs and Communications),
Household Projections for
Japan

(National Institute of Population and
qcial Security Research

Housing and Land
(Ministry of Internal Affairs
and Communications)

N\

(A) Number of households
by age of head of
household (five-year age
segment)

(B) Changes in the home

ownership ratio by age of

head of household (five-
year age segment)

(C=AXB)

Number of households
purchasing a home for the first
time in the applicable period

NRI's questionnaire surveyN°t)
(of homebuyers)

Note) An overview of the questionnaire survey is as follows.
* Online survey (name: Survey on Housing Acquisition)
* Targets: 9,204 men and women age 25 to 59 across Japan
who purchased a home each year from 2000

* Period: April 22 - 28, 2016

(D) Among all households
purchasing a home, the
percentage of households
purchasing a home for the first

V

(F) Among all households
purchasing a home, the
percentage of households
purchasing an existing home
(not newly built)

| time
v
(E=C=+D)
Total number of households
purchasing a home
|
N
(G=EXF)
Existing home sales

m‘ Copyright(C) Nomura Research Institute, Ltd. All rights reserved.
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existing home sales estimation and prediction method (1)

Ropula Ministry
of Internal Affairs and Communications),
Household Projections for
Japan

(National Institute of Population and
qcial Security Research

(A) Number of households
by age of head of

household (five-year age
segment)

Housing and Land
(Ministry of Internal Affairs
and Communications)

(B) Changes in the home
ownership ratio by age of

head of household (five-
year age segment)

(2729 45))
Number of households

purchasing a home for the first
time in the applicable period

NRI's questionnaire surveyNete)
(of homebuyers)

Note) An overview of the questionnaire survey is as follows.
* Online survey (name: Survey on Housing Acquisition)
* Targets: 9,204 men and women age 25 to 59 across Japan
who purchased a home each year from 2000

* Period: April 22 - 28, 2016

(D) Among all households
purchasing a home, the
percentage of households
purchasing a home for the first

m‘ Copyright(C) Nomura Research Institute, Ltd. All rights reserved.

(F) Among all households
purchasing a home, the
percentage of households
purchasing an existing home
(not newly built)

time
v
(E=C=+D)
Total number of households
purchasing a home
I
v
(G=EXF)
Existing home sales
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(A) Number of households by age of head of household (five-year age segment)

The number of households is expected to peak in 2019 and then declines to
around 51 million in 2030

Actual and predicted number of households (by age of head of household [five-year segment])

(10,000 households)

6,000 - Actual values «— E — Predicted values
1
| 5,307
E 5’123 <Age of head of household>
1 ~
5,000 | : n 75 and older
,L W70 -74
1
' 65— 69
4,000 - |
! H60-64
N w55 —59
1
3,000 1 E ®50 - 54
I w4549
E m40 - 44
2,000 | i m35-39
E m30-34
L
1,000 ~ ! 25-29
: [ ] 25 or younger
o
1

2005 2010 2015 2020 2025 2030 (Year)

Source) Actual values: Population Census by the Ministry of Internal Affairs and Communications
Predicted values: Household Projections for Japan by the National Institute of Population and Social

m‘ Copyright(C) Nomura Research Institute, Ltd. All rights reserved. Security Research 18



(B) Changes in the home ownership ratio by age of head of household (five-year age segment)

The home ownership ratio from 2018 on is assumed to be the same as 2013
The home ownership ratio for the demographic of people who were under age 25 in the 2003 survey is expected to
increase to roughly 46% in 2018

Actual and predicted home ownership ratio (by age of head of household [five-year segment])

(%)
100

80

60

40

20

Actual values «— | — Predicted values <Age of head of household>
E 75 and older
: 70 - 74
| S —4 : ¢ 4 = 65 - 69
-— N ! 55-59
\A 1 o o o o
v | v A 4 A 4 v 50 - 54
45 - 49
T —= : = = = m 40 - 44
' 45.8%
: 35-39
17.3pt increase
A— ' A A A 30-34
5 25-29
8.8.pyncrleaseﬂ u . = . = . # 25 and younger
2003 2008 2013 2018 2023 2028 2033 (Year)

Source) Actual values: Statistical Survey on Housing and Land by the Ministry of Internal Affairs and
Communications (2003, 2008, 2013)

m‘ Copyright(C) Nomura Research Institute, Ltd. All rights reserved. Predicted values: NRI 19



(C) Number of households purchasing a home for the first time in the applicable period

The cumulative number of households purchasing a home for the first time is expected to reach
approximately 2.75 million (yearly average of 550,000) for the five-year period from 2026 to 2030

Actual and predicted number of households purchasing a home for the first time (five-year cumulative number)

(Five-year cumulative number, 10,000 households)
350 1

300

250

200

150

100

50

2006-2010 2011-2015 2016-2020 2021-2025 2026-2030 (vear)

Source: Population Census, Population Estimates by the Ministry of Internal Affairs and Communications,
Household Projections for Japan by the National Institute of Population and Social Security Research,

m' Copyright (C) Nomura Research Institute, Ltd. All rights reserved.  gyaiistical Survey on Housing and Land by the Ministry of Internal Affairs and Communications
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existing home sales estimates and estimate method (2)

Ropula Ministry
of Internal Affairs and Communications),
Household Projections for
Japan

(National Institute of Population and
qcial Security Research

Housing and Land
(Ministry of Internal Affairs
and Communications)

(A) Number of households
by age of head of
household (five-year age
segment)

(B) Changes in the home

ownership ratio by age of

head of household (five-
year age segment)

v

(C=AXB)
Number of households
purchasing a home for the first
time in the applicable period

NRI's questionnaire surveyNete)
(of homebuyers)

Note) An overview of the questionnaire survey is as follows.
* Online survey (name: Survey on Housing Acquisition)
* Targets: 9,204 men and women age 25 to 59 across Japan
who purchased a home each year from 2000

* Period: April 22 - 28, 2016

(D) Among all households
purchasing a home, the

percentage of households
purchasing a home for the first
time

\\4
(F) Among all households

(E=C-+D) purchasing a home, the
percentage of households
purchasing an existing home

(not newly built)

Total number of households
purchasing a home

!

(G=EXF)
Existing home sales

m‘ Copyright(C) Nomura Research Institute, Ltd. All rights reserved.



(D) Among all households purchasing a home, the percentage of households purchasing a home for the first time
The percentage of households purchasing a home for the first time in 2016 or later is estimated to be
77%, which is the average value calculated based on the results of a survey of homebuyers who
purchased a home in 2000 or later

Percentage of households purchasing a home for the first time among all households purchasing a home

I First purchase Second or further purchase = = = Average value
(%)

100 -
The average value (76.7%) for the results of a
guestionnaire survey of homebuyers in each year

80 A from 2000 to 2015
60 -
40 -
20 -
0 .

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 (Year)
Year of home purchase

Source) Questionnaire survey by NRI

m‘ Copyright(C) Nomura Research Institute, Ltd. All rights reserved. 22



(E) Total number of households purchasing a home

The cumulative total number of households purchasing a home is expected to reach approximately 3.6
million (yearly average of 720,000) for the five-year period from 2026 to 2030

Actual and predicted total number of households purchasing a home (five-year cumulative number)

(Five-year cumulative number, 10,000 households)

450
350 A Total number o
of households
300 A purchasing a
home
250 -
200 4 (Reproduced)
Number of
150 - households
purchasing
a home for
100 1 the first time
50 A
O 1 1 1 1 )

2006-2010 2011-2015 2016-2020 2021-2025 2026-2030 (Year)

Source: Population Census, Population Estimates by the Ministry of Internal Affairs and Communications, Household
Projections for Japan by the National Institute of Population and Social Security Research, Statistical Survey on Housing
m‘ Copyright(C) Nomura Research Institute, Ltd. All rights reserved.  and Land by the Ministry of Internal Affairs and Communications, questionnaire survey by NRI 23



existing home sales estimation and prediction method (3)

Ropula Ministry
of Internal Affairs and Communications),
Household Projections for
Japan

(National Institute of Population and
qcial Security Research

Housing and Land
(Ministry of Internal Affairs
and Communications)

(A) Number of households
by age of head of
household (five-year age
segment)

(B) Changes in the home

ownership ratio by age of

head of household (five-
year age segment)

v

(C=AXB)
Number of households
purchasing a home for the first
time in the applicable period

NRI's questionnaire surveyNot)
(of homebuyers)

Note) An overview of the questionnaire survey is as follows.
* Online survey (name: Survey on Housing Acquisition)
* Targets: 9,204 men and women age 25 to 59 across Japan
who purchased a home each year from 2000

* Period: April 22 - 28, 2016

(D) Among all households
purchasing a home, the
percentage of households
purchasing a home for the first
time

2

(E=C-+D)

purchasing a home

Total number of households

\/
(F) Among all households
purchasing a home, the
percentage of households

purchasing an existing home
not newly built

m‘ Copyright(C) Nomura Research Institute, Ltd. All rights reserved.

(G=EXF)

Existing home sales
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(F) Among all households purchasing a home, the percentage of households purchasing an existing home (not newly built)
Assuming that the trend of increase from 2000 to 2015 will continue in 2016 and after, the percentage

of households buying existing homes other than newly built homes will reach approximately 48% in

2030

The ratio of people choosing existing homes is expected to continue increasing due to improved competitive power for existing homes
(quality, location, etc.) and consumer changes (values, income, etc.) in recent years (although there is still a major disparity compared

to Europe and the United States).

Actual and predicted percent of households purchasing an existing home (not newly built) among all households purchasing a home

(%) Actual values « | — Predicted values
(estimates) . .
60 ! <Reference (from materials by the Ministry of Land, Infrastructure,
! Transport and Tourism)>
. 0
50 Possibility of sudden fluctuation E US (2014): 83'10/0 47.8%
caused by the Great East Japan . UK (2012): 88.0%
Earthquake :
1
40 Possibility of sudden fluctuation :
caused by the bankruptcy of '
Lehman Brothers '
1
30 - ‘/N :
1
28.8%
1
20 - :
1
| * However, 2010 and 2012 were excluded
10 - i from the linear approximation due to the
! assumption that they were sudden
! fluctuations
O 1 1 1 1 1 1 1 1 1 ! 1 1 1 1 1 1 1 1 1 1 1 1 1 1 J

2000 2005

m‘ Copyright(C) Nomura Research Institute, Ltd. All rights reserved.

2020 2025 2030 (Year)

Source) Questionnaire survey by NRI o5



(G) existing home sales

Existing home sales are expected to continue increasing because of improved competitive
power for existing homes and consumer changes, reaching approximately 340,000 in 2030

Even if existing home sales increase favorably as NRI predicts, they will still be approximately 130,000 homes short
of the existing home sales policy objective (double the amount of 2013 by 2025) in the Basic Housing Plan (Cabinet
decision of March 2016).

Actual and predicted existing home sales
(20,000 units)

Actual values <, — Predicted values  pgjicy objective for existing home sales

50 1 (estimates) E (Double the amount of 2013)
0 : L
! Approximately 130,000 homes
30 A !
20 - = BB |
- ma 5 30.7 33.6
10 1B 22.1 !
0 . 1 1 1 1 1 1 1 1 1 1 1
2005 2010 2015 2020 2025 2030(Year)

Source: Population Census, Population Estimates by the Ministry of Internal Affairs and Communications, Household
Projections for Japan by the National Institute of Population and Social Security Research, Statistical Survey on Housing
m‘ Copyright(C) Nomura Research Institute, Ltd. All rights reserved.  and Land by the Ministry of Internal Affairs and Communications, questionnaire survey by NRI 26



(Reference) Actual and predicted frequency of switching residences
An increase in the mobile population (moving, switching residences, replacement purchasing, etc.) is

essential for achieving the approximately 130,000 homes required to meet the existing home sales
target in an era with a declining population and number of households

Even if it is assumed that an increase in the mobile population will contribute only to existing home sales, it will be
necessary to increase the mobile population by 20% (from approximately 8.72 million to approximately 10.09 million

people).
Note) However, even though an increase in the mobile population should impact new housing starts as well as existing home
sales, specific quantification is not performed for these estimates.

Relationship between house sales and mobile population

Home New Mobile
sales | construc iﬂig‘g population
(units) tion | it (people)

(units)

If no measures -
e taken | 980,000/ 670,000 310,000 8.72 million

If the existing

home sales 1111 626,000
objective is million
met

Note) A simple existing home sales calculation method was established
based on the mobile population and nominal GDP, and the mobile

population was estimated if existing home sales total 1.11 million.
ml Copyright(C) Nomura Research Institute, Ltd. All rights reserved. 27



(Reference) Actual and predicted frequency of switching residences

Assuming that existing home sales of approximately 130,000 homes are achieved due to an increase in the mobile
population (moving, switching residences, replacement purchasing, etc.), one person must move, switch residences,
engage in replacement purchasing, etc. 7.1 times in his or her lifetime (around the 2009 level)

_ _ _ Actual and predicted residence switching frequency
Actual and predicted mobile population (assuming an average life expectancy of 85)

(10,000 people)
— Predicted values

(100 million people) (Times)

Actual values «— Actual values «— — Predicted values

1 1
1 1
1 1
14 ¢ : 1,400 9.0 (estimates)
1 1
1 1
e :
12 ; - 1,200 ' .
Th o mobile papulation it 10.09 mill Moving, switching
€ required moniie p(?'-pU-Eltlgﬂ-I:. . milion i residences, replacement
1.0 | : fliooo purchasing, etc. is required
= ! < 7.1 times per lifetime (once
o . o 1
5_; 08 - —— Total population (left-hand 'scale) - 800 % evlery 12 years)
-c " . . - [ B B N B B B B B B B EBE B ----I-------
_§ Mobile population (rlght-halnd scale) § 70 - E
2 06 - : - 600 & .
o I —t, !
S 5 S :
0.4 | - 400 If no measures are taken, the
: 6.0 I residence switching frequency is,
0o | i 200 expected to decrease, reaching
: 6.1 times per lifetime (once every,
i 14 years) in 2025 E
00 I Y A 0 50 TN TN TN TN T N T T Y Y N Y N T T Y T Y T Y S T Y Y O T |
1990 1995 2000 2005 2010 2015 2020 2025 1990 1995 2000 2005 2010 2015 2020 2025
Source) Actual values: Estimates by NRI based on the annual report on the internal migration in Japan derived from the basic
resident registers by the Ministry of Internal Affairs and Communications and Population Census SOUFCG) NRI

Predicted values: Predictions by NRI based on the Population Projections for Japan by the National Institute of
Population and Social Security Research

Copyright(C) Nomura Research Institute, Ltd. All rights reserved. 28
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Summary

New housing starts, which totaled 920,000 in 2015, are expected to decrease to approximately 540,000 in 2030. It will be
difficult to expand the scale of the renovation market, where growth is hoped for, without taking any measures to that end.
This market is predicted to level off at approximately six trillion yen (in the broad definition) by 2030.

NRI predicts that, if existing homes are not demolished or effectively used for non-residential purposes, the number of
vacant homes will reach roughly 21.7 million in 2033, and the Vacancy rate will reach 30.4%, both of which are increases.

Anticipating an impending era of full-scale decreases in population and the number of households, there is concern about a
long-term slump in the housing market. However, existing home sales are predicted to increase to approximately 220,000 in
2013, 310,000 in 2025, and 340,000 in 2030, which is one reason for a positive outlook.

However, even if existing home sales increase favorably as NRI predicts, they will not meet the policy objective (double the
amount of 2013 by 2025) in the Basic Housing Plan (Cabinet decision of March 2016).

An increase in the mobile population (moving, switching residences, replacement purchasing, etc.) is essential for further
invigorating existing home sales in an era with a declining population and number of households. To that end, initiatives
such as the following are necessary.

Establishing valuation systems for existing homes and enhancing loans for existing homes and renovations
Creating an environment that facilitates trial moving, residences in multiple regions, etc.

New business creation by private business operators (businesses to support moving, switching residences,
replacement purchasing, etc.)

NRI believes that an increase in the mobile population in an ageing society will have effects such as creating an
environment in which people can choose optimum housing depending on their life stage, as well as the qualitative
improvement of residential environments for consumers.
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Dream up the future.
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