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A Study of Rent Determinants of Small and Medium-Sized Office Buildings in

Seoul Using a Dynamic Panel Model: Focusing on CBD and GBD Comparison
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Abstract
Using the dynamic panel model, this study investigates rent determinants for small and medium-sized office
buildings in Korea’s CBD and Gangnam areas, key business districts. The results reveal that rents for small and
medium-sized office buildings in CBD and Gangnam areas are influenced by macroeconomic fluctuations and
characteristics of buildings and locations, suggesting a market with both spatial consumer and investment
goods attributes. There are several investment implications as follows. First, even if the location in the CBD area
is advantageous, the practical limitations in renovating aging small and medium-sized office buildings must be
taken into account when investing. Second, parking conditions are a key factor influencing rent prices in CBD
areas, so evaluating the parking facilities and improvement potential of small and medium-sized office
buildings is essential for investors. Finally, due to the high sensitivity of Gangnam’s small and medium-sized
office market to macroeconomic trends, it's vital to prioritize monetary policy shifts as a key factor in investment
decisions.

Keywords: Middle-Small Sized Office Building, Effectine Rent Macroeconomic Variable, Macroeconomic Variables,
Dynamic Panel Model
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Table 1. Identifying and Setting Variables
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Table 2. Basic Statistics for Small to Mid-Sized Office Buildings

GBD CBD
Factor
m (sd) min (max) m (sd) min (max)
2 6.26 1.58 5.72 2.90
Rent (won/3.3 m’) (2,37) (14.29) (1.45) (10.00)
2.64 -0.70 2.64 -0.70
1 0,
Economic Growth Rate (%) (1.27) (4.10) (1.27) (4.10)
Per Capita National Income 3,584.2 2,995.10 3,584.2 2,995.10
(10,000 won) (397.08) (4220.30) (397.08) (4,220.30)
1.62 0.40 1.62 0.40
i 0,
Consumer Price Index (%) (1.38) (5.10) (1.38) (5.10)
1.58 0.63 1.58 0.63
0,
Interest Rate (%) (589) (2.50) (589) (2.50)
Year of Construction 25.66 12.00 36.98 11.00
(7.86) (43.00) (14.43) (62.00)
Gross Floor Area 1,831.28 831.64 5,729.84 914.68
(1,416.23) (9,836.17) (5045.74)  (18,645.13)
Individual Disclosure Value 12,807,674 6,594,477,592 20,074,668 3,600,000
(6,723,788)  (6,789,982,897)  (13,756,967)  (68,250,000)
. . 403.70 40.00 207.75 10.00
Distance from Subway Station (252.10) (970.00) (116.36) (500.00)
. 12.96 4.00 20.45 4.00
Road Width (11.58) (50.00) (13.13) (45.00)
6.13 3.00 9.32 4.00
Number of Floors (1.75) (14.00) (3.75) (19.00)
. 11.46 0.00 27.08 0.00
Number of Parking Spaces (9.90) (54.00) (34.58) (128.00)
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Table 3. Correlating Variables in Small and Medium-Sized Buildings in Urban Centers

1 2 3 4 5 6 7 8 9 10 11 12 13 14

Gross Floor Area 1

Number of Floors .289%* 1

Road Width .305%% .287** 1

Year of Construction ~ -.157** -055 -.133** 1

Distance from Subway 098 -142%% 125% 205 1

Station

Heating and Cooling
Method .052 .032 .056 .015 .025 1
Zoning 265%F 502%*F [129*%* 144** -398** 063 1

Individual Disclosure  gggu  1o4e  1p7%% 1360 -085 015 137 1

Value
Parking Method 012 036 .022 025 .063 .026 .027 .048 1
Number of Parking  »; o g5 065 225+ 058 022 .091 .125% 162 1
Spaces
Interest Rate 000 000 .000 .000 .000 .000 .000 .000 .000 .000 1

Consumer Price Index ~ .000 .000 .000 .000 .000 .000 .000 .000 .000 .000 .702** 1
Economic Growth Rate  .000  .000 .000 .000 .000 .000 .000 .000 .000 .000 -121** .458** 1

Per capita National

.000 .000 .000 .000 .000 .000 .000 .000 .000 .000 .145** 405** -104** 1
Income

#p<0.01

Table 4. Correlation Analysis between Variables of Small and Medium-Sized Buildings in Gangnam Area

1 2 3 4 5 6 7 8 9 10 11 12 13 14
Gross Floor Area 1
Number of Floors .068 1
Road Width .095 .222% 1

Year of Construction =~ .442** -.609** -198** 1

Distance from Subway

sk _ ok sk
Station .255** -258 100 585 1

Heating and Cooling
Method

Zoning .038 395** .254** 102 -485** .089 1

.052  .021 .095 .026 .012 1

Individual Disclosure oo pygee 3050 425+ 154 022 105 1

Value
Parking Method 022 085 087 066 .014 .052 .019 .023 1
Number of Parking  yaaux 3364 069 075 062 156" 065 088 156 1
Spaces
Interest Rate 000 000 000 .000 .000 .000 .000 .000 .000 .000 1

Consumer Price Index .000 .000 .000 .000 .000 .000 .000 .000 .000 .000 .702** 1

Economic Growth Rate  .000 .000  .000 .000 .000 .000 .000 .000 .000 .000 -121** .458** 1

Per Capita National
Income

#p<0.01

.000 .000 .000 .000 .000 .000 .000 .000 .000 .000 .145** 405** -104** 1

1

d
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N o
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R 18
2 dm

Z3H=The0) Table 63 2 B4 23k 10% 60 RE AR IRt § A% 54
sz27zoe FAEAY ONA UG AT W4 E AU, S5, B2 U, £

58 | LHI Journal Vol. 14, No. 4



0
!
=
il
0
gk
o
Mk
0
ro
2
0
¥
o
k-
gt
to
=
[>
ik
on
0o

Uz Z2¥Rel 27 CBD(=dE)2t GBD(ZET) HlLE o=

Table 5. Urban Center Model Resultsa

Price Coef. Std.Err. Z P> |z| 95% Conf.
Rent (L1) 752 125 38.52 .000%** .895
Gross Floor Area 1,025.55 852.25 1.68 .095%* 2,215.188
Number of Floors 125,652.27 85,621.75 2.51 .054** 271,408.9
Road Width 82,545.15 19,254.22 6.98 .000*** 178,297.5
Year of Construction -5,542.59 854.15 -5.58 .000*** -11,972
Distance from Subway Station -1,025.44 265.48 -7.25 .000%** -2,214.95
Heating and Cooling Method 954.25 125.11 .759 .598 2,061.18
Zoning 124,455.25 45,852.15 1.56 .085* 268,823.3
Individual Disclosure Value -56,232.22 15,231.33 -3.02 .026** -121,462
Parking Method 1,215.25 542.25 1.02 .705 2,624.94
Number of Parking Spaces 25,645.59 7,859.25 1.69 .069* 55,394.47
Interest Rate 1,027.66 362.18 3.15 .036** 2,219.746
Consumer Price Index 1,548.13 245.58 .808 .854 3,343.961
Economic Growth Rate 998.25 126.72 482 225 2,156.22
Per Capita National Income 59.265 10.548 7.54 .000*** 128.0124

Wald chi2(12)=218,549.55, Prob>chi2=.000

***p<0.01, **p<0.05, *p<0.1

Table 6. Gangnam Region Model Analysis Results

Price Coef. Std.Err. Z P> |z | 95% Conf.
Rent (L1) .896 .095 35.25 .000%** 902
Gross Floor Area 995.21 425.21 1.26 .091* 2,119.797
Number of Floors 125,462.25 65,852.25 7.05 .000%** 267,234.6
Road Width 85,942.11 12,542.06 6.89 .000%** 183,056.7
Year of Construction -2,651.85 658.62 -7.26 .000*** -5,648.441
Distance from Subway Station -1,125.22 236.17 -5.88 .000*** -2,396.719
Heating and Cooling Method 526.32 88.25 .085 .165 1,121.062
Zoning 1,524,856.18 154,268.26 6.58 .000%** 3,247,944
Individual Disclosure Value -36,528.26 10,251.65 -2.96 .069** -77,805.19
Parking Method 854.99 125.44 .051 .336 1,821.129
Number of Parking Spaces 2,105.15 589.25 1.85 .088* 4,483.97
Interest Rate 1,263.28 345.26 2.01 .058** 2,690.786
Consumer Price Index 1,874.26 147.06 .046 425 3,992.174
Economic Growth Rate 785.66 96.48 .068 256 1,673.456
Per Capita National Income 60.253 12.58 3.07 .062** 128.3389

Wald chi2(12)=322,032.43, Prob>chi2=.000

#0kp<0.01, **p<0.05, *p<0.1
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