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A Study on the Teheran-ro Office Rental Market:
Focusing on the Filtering Effect Induced by the Development of Pangyo Techno Valley
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< Abstract >

This study analyzes the impact of office supply in the Pangyo area on the Teheran-ro office market
to examine the applicability of the filtering effect to commercial real estate. Empirical analysis using a
Vector Error Correction Model (VECM) reveals that an increase in office supply in the Pangyo area has
a significant effect on reducing office rents and increasing vacancy rates in the Teheran-ro area. This
suggests that Pangyo absorbs part of the office demand from Teheran-ro, exerting downward pressure
on rents in the existing market. By extending the filtering theory, traditionally limited to residential real
estate, to commercial real estate, this study identifies the interaction between large-scale office supply
and existing office markets. It provides a foundational resource for future research on the filtering effect
in commercial real estate markets. Additionally, it offers practical implications for estimating the ripple
effects and determining the optimal development scale in future large-scale business district projects by
considering their impact on existing office markets.

Keyword : Filtering Effect, Pangyo, VECM, Office Market, Rent
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