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A Study on the Relationship between the Leasing Period and
Capitalization Rate of Hypermarket

< Abstract >

This study attempts an empirical analysis on the effect of the remaining lease contract period on
the capitalization rate for large discount stores traded in Korea. The lease contract of large
discount stores has the structural characteristics of the responsibility for renting the entire space
as a single tenant, a triple net lease contract in which the tenant bears all the responsibilities and
costs of management, and long-term lease period. The characteristics considered on the analysis
are largely economic, transactional, building, locational, brand, and time characteristics. Among
them, the remaining lease term to be checked in this study was analyzed by adding a square term
to consider marginal effects. As a major result, the capitalization rate and the remaining lease term
have an inverse relationship. This is because the shorter the remaining lease period, the greater
the vacancy risk and the greater the decline in the expected price increase, so the degree of impact
on the capital return rate varies. This study differs from the previous studies in that the study of
the capitalization rate in the commercial real estate market mainly consisted of offices, but the
analysis is attempted by considering the variable of the remaining lease contract period that was
not previously considered for large discount stores in the retail market.
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