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Summary

Measurement of Microstructure in Asset Prices and Discount Rate
Chihiro Shimizu

While fluctuations in commercial property prices have an enormous impact on economic
systems, the development of related statistics that can capture these fluctuations is one of the
areas that is lagging the furthest behind. The reasons for this are that, in comparison to
housing, commercial property has a high level of heterogeneity and there are extremely
significant data limitations. Focusing on the Tokyo office market, this study estimated
commercial property price indexes using the data available in the property market, and
clarified discrepancies in commercial property price indexes based on differences in the
method used to create them. Specifically, we estimated a quality-adjusted price index with the
hedonic price method using property appraisal prices and transaction prices available for the J-
REIT market. In addition, we attempted to estimate a price index based on a present value
model using revenues arising from property and discount rates. Here, along with the discount
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rates underlying the determination of property appraisal prices and transaction prices, we
obtained discount rates using enterprise values that can be acquired from the J-REIT
investment market, and estimated the respective risk premiums. First, the findings showed
that, compared to risk premiums formed by the stock market, risk premiums when
determining property appraisal prices change only relatively gradually, with the adjustment
speed being especially slow while the market is contracting. As a result, these prices decline
only slowly. They also showed that until the Lehman Shock, property market risk premiums
formed by the stock market were at a lower level than risk premiums set when determining
property appraisal prices and transaction prices, but following the Lehman Shock, the
respective risk premiums converged toward the same level.
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