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An Empirical Study on the Structural Relationship
Between Vacancy Rates, Rents, and Supply in the Seoul Office Market
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< Abstract >

This study examines the structural interrelationships among vacancy rates, rents, and office supply in
the Seoul office market. The analysis uses quarterly data from the first quarter of 2004 to the second
quarter of 2025 for office buildings in Seoul with a gross floor area of 3,305.8m" or more.

The empirical results show that changes in economic conditions and employment affect office
demand, which is reflected in vacancy rates and rents and subsequently leads to supply adjustment after
a development lag. In the supply equation, changes in the economic growth rate have a statistically
significant effect on changes in office supply with a long time lag. This suggests that economic expansion
may generate expectations of increased office demand, while actual supply requires considerable time
because of development decision-making and construction processes. Current supply is also influenced
by previous-period supply, indicating a development pipeline effect in which projects already initiated
are delivered to the market sequentially.

Although market adjustment may also occur through lease incentives such as rent-free periods, this
issue remains a limitation due to data constraints. Nevertheless, this study contributes by jointly analyzing
vacancy rates, rents, and office supply within an integrated framework for interpreting Seoul market
adjustment mechanisms.

Keyword : Office, Vacancy Rate, Rent, Supply, Simultaneous Equations Model
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U2SME | 49 | c131 | 403 | -a57™
Zoa5E | -1.27 -158 | -5.00" | -7.51""
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Model OLS 3SLS
u Model 1 (7H&) Model 2 (EAE-QULZ) Model 3 (BAE-ULE-ZF)
A 2345 |, 2945 | . 2945 |,
H 2~ (EZ22)) t4f p-value (EZ03)) t4f p-value (EZ02)) t4f p-value
-0.0013 -0.0017 -0.0020
Intercept (0.0013) 1.03 | 0.3072 (0.0033) 0.51 | 0.6135 (0.002) 0.96 0.3386
AlnUtiz 0.1019" 0.1147* 0.1203™
2 (t-8) (0.0570) 1.79 | 0.0782 (0.0583) 1.97 0.0530 (0.0567) 2.12 0.0372
Al 0.5500"" 0.6301 0.6703™
Al AlnZ D2t . < . .
= InZH| 13 0.1141) 4.82 .0001 (0.4779) 1.32 0.1915 (0.2672) 2.51 0.0144
AINSAA L -0.2616™ | -0.2862" | _ -0.2871™ ~
2 | @) o=mm | 01112 235 | 0.0214 (0.1108) 258 | 0.0118 0.11) 2.61 0.0110
& -0.1373" -0.1566" -0.1564"
AlpAlzl : - : - : -
InA&GDP (0.0794) 1.73 | 0.0882 (0.0867) 1.81 | 0.0749 (0.0807) 1.94 0.0566
R-Square 0.3387 B B
Adj.R? 0.3014
0.0126™ 0.0130™ 0.0132"
Intercept (0.0040) 3.18 | 0.0022 (0.0038) 3.47 0.0009 (0.0039) 3.44 0.0010
AnU=z -0.3286™ | _ -0.3355™" | -0.3367" |
(t3) (0.1094) 3.00 | 0.0037 (0.1076) 3.12 | 0.0026 (0.1056) 3.19 0.0021
AZHE -0.3399" | _ -0.3577" | _ -0.3344" _
(t-4) (0.2029) 1.68 | 0.0983 (0.1998) 1.79 | 0.0776 (0.1957) 1.71 0.0919
ol - 0.6082 0.7774" 0.7502"
= | AR 5 ' ' '
" =32 54 (0.4471) 1.36 | 0.1782 (0.4401) 1.77 0.0817 (0.4316) 1.74 0.0866
2 | 22E 897 " " "
-0.0077 -0.0077 -0.0080
g 0| #= : - : - : -
(09.1(}; |%4=0, (0.0038) 2.01 | 0.0489 (0.0036) 2.14 | 0.0361 (0.0037) 2.18 0.0325
2 0|8=1)
& ARLH9
0.0080"" 0.0080"" 0.0084""
. o= . . .
(20.(1)|ngl1;_ 0, (0.0029) 2.80 | 0.0066 (0.0028) 2.86 | 0.0056 (0.0028) 3.02 0.0035
-0.9493™ -1.0109™" -1.0017""
A - - < - <
InCPI (0.2468 3.85 | 0.0003 (0.2433) 416 .0001 (0.2385) 4.2 .0001
R-Square 0.2768 _ _
Adj.R? 0.2139
0.0049™" 0.0047"
Intercept (0.0013) 3.77 0.0003 (0.0013) 3.69 0.0004
Alngagd 0.1822 _ ~ _ 0.2155™
(1) (0.1097) 1.66 | 0.1011 (0.1067) 2.02 0.0472
al
° AlnA2IGDP 0.1937™ _ _ _ 0.1941™
2 (t-9) (0.0748) 259 | 0.0117 (0.0732) 2.65 0.0098
AnY= 0.1125" 0.1343™
E - - -
= (t-2) (0.0589) 1.91 0.0601 (0.0574) 2.34 0.0220
© AlngAHH|R|4 | -0.0833" -0.0911"
(t-6) (0.0495) -1.68 | 0.0966 - - - (0.0482) -1.89 0.0628
R-Square 0.1712 B B
Adj.R? 0.1245
System
Weighted R-Square 0.2286 0.2420

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