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Offices
The Seoul Offi ce Market

The Seoul offi ce market continues to perform well, with ongoing 
increases in demand for prime offi ce space and limited new 
supply leading to continuing robust growth in capital values and 
upward pressure on rents. Given South Korea’s relatively solid 
economic outlook and with no signifi cant new supply coming 
on stream until 2010, strong market conditions are expected 
to persist for at least the next two years.

The development of Seoul’s central business district (CBD) 
began in the 1960s and picked up in earnest during the 1970s. 
Development of the Yeouido (YBD) and Gangnam (TBD) 
districts began in the early 1980s.  Although the 1997 Asian 
Financial Crisis infl icted considerable damage on the market, 
South Korea’s economy recovered rapidly and the commercial 
real estate market has shown stable growth since 2001. 

Among 226 large (30,000 sq.m. or more) offi ce buildings in 
Seoul, 120 buildings can be classifi ed as prime buildings. The 
CBD accounts for the largest share of prime stock at 45 per 
cent, with TBD at 33 per cent and 22 per cent in YBD.

In terms of tenant mix, the fi nance and insurance industries take 
up nearly a third of total offi ce space, followed by manufacturing 
at around 20 per cent. The passage of the Capital Market 
Consolidation Act, which will be effective from 2009, is likely 
to further increase the fi nance and insurance industry’s market 
share, with these firms already expanding operations in 
anticipation of a more relaxed regulatory environment.

Vacancy Rates

The fi rst quarter of 2008 saw Grade ‘A’ and ‘B’ offi ce vacancy 
rates remain near record lows at an average of 1.1 per cent 
across Seoul. Vacancy rates have been driven down in recent 
years as limited increases in new supply have been unable 
to keep up with growing demand for premium offi ce space. 
The shortage in offi ce space is most extreme in YBD, with no 
recorded vacancy across the 17 buildings surveyed.

Many recent pre-leases  refl ect  the  low vacancy situation in  
the  Seoul offi ce market. In 2007, 380,000 sq.m. of prime space 
including Seoul Central Post Offi ce Tower, STX Namsan Tower, 
ING Center Building, Samsung Life Insurance Seocho Tower, 
Samsung C&T Corporation Building and Taeyeong Builidng, 
were supplied in the major areas. All of these buildings, except 
for Samsung Life Insurance Seocho Tower,  were  fully leased 
before completion. As for Samsung Life Insurance Seocho 
Tower, the original plan was to have all the offi ce space used 
by Samsung affi liates. However, the plan is now to lease out 30 
per cent of  the  offi ce space, for which the building is known 
to have located potential tenants. Samsung C&T Corporation 
Building is complete and 100 per cent occupied by Samsung 
affi liates, as Samsung Corporation  has  relocated , from offi ces 
in Bundang, adjacent to Seoul.

Prime Offi ce Stock by District, Q1/2008

Distribution by Tenant Mix in Seoul, 1H/2007

Prime Office Vacancy Rates by District, Q1/2002 - 
Q1/2008

Source: Savills BHP Korea Market Research
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Rent

The lack of new Grade ‘A’ offi ce supply has lead to a pickup in 
historically subdued rental growth.  In the fi rst quarter of 2008 
average rents rose by 7.1 per cent in TBD compared with a year 
earlier, while annual growth in YBD and CBD was 5.5 per cent 
and 5.0 per cent respectively. These rates are roughly double 
the average rate of increase recorded over 2003-2007. It would 
appear that shortages in supply are encouraging landlords to 
abandon traditional pre-set annual rent adjustments in favor 
of more rapid hikes in rent.

Investment Market

While growth in the number of long-term property holders has 
reduced the number of blue-chip offi ce buildings being put out 
to market, ongoing appetite for South Korea offi ce property 
investments among both foreign and domestic institutional 
investors has lead to double digit sales price growth in each of 
the last four years. The average offi ce building sale price rose 
by 12.1 per cent during the fi rst 6 months of 2007 and the overall 
annual increase for 2007 is expected to exceed 20 per cent. 
This would be the fastest recorded rate of increase since the 
inception of the Savills BHP Korea market survey in 1999. 

Both domestic and foreign investors are proving to be 
aggressive in the current competitive market. REITs and RE 
funds  which entered the market in 2002 and 2004 respectively, 
have been gearing up.  In Q2/2007, Morgan Stanley purchased 
the Daewoo Building for a record price of US$1 billion under 
the REITs scheme which was the biggest offi ce deal in Korea. 
Investors are looking not only for completed offi ces but also 
for development projects, especially in the CBD where 15 to 
20 new buildings are in the pipeline.

Outlook

Growth in demand will continue to be supported by solid 
economic growth and expansion in the fi nance and insurance 
industry.  However, the fl ow of new offi ce supply will be the 
major infl uence in the market for the next few years.  In the near 
term, currently tight market conditions will be exacerbated by 
limited new supply, with the annual volume of new offi ce space 
projected to be lower than the average annual absorption rate 
over the last 10 years. As a result, vacancy rates are expected 
to hover around zero while rent increases could rise to as high 
as 15 per cent in some areas.

However, 2011 and 2012 will see a substantial increase in new 
Grade ‘A’ offi ce space totaling around 1.7 million sq.m. – more 
than the total quantum of new supply completed during in the 
previous 6 years. Although much of this new space is likely to 
be absorbed by pent-up demand, an increase in vacancy rates 
and reduced rental pressure will be inevitable. 

Prime Offi ce Rents by District, Q1/2002 - Q1/2008

Capital Value by District, 1999 - 2007

Offi ce Supply, 1998 - 2012E

Source: Savills BHP Korea Market Research

0

100,000

200,000

300,000

400,000

500,000

600,000

700,000

800,000

900,000

1,000,000

1998 2000 2002 2004 2006 2008E 2010E 2012E

sq.m.

CBD TBD YBD Absorption Average(98~07)

Source: Savills BHP Korea Market Research

25,000

30,000

35,000

40,000

45,000

Q1
2002

Q2 Q3 Q4 Q1
2003

Q2 Q3 Q4 Q1
2004

Q2 Q3 Q4 Q1
2005

Q2 Q3 Q4 Q1
2006

Q2 Q3 Q4 Q1
2007

Q2 Q3 Q4 Q1
2008

KRW per sq.m.
CBD TBD YBD Seoul

Source: Savills BHP Korea Market Research

0

500

1,000

1,500

2,000

2,500

3,000

3,500

4,000

4,500

5,000

1999 2000 2001 2002 2003 2004 2005 2006 2007

KRW per sq.m.
CBD TBD YBD Seoul



Real  Estate Capital Transactions -  
Asia Pacific
23/F Two Exchange Square , Central, Hong Kong
Tel: (852) 2842 4400   Fax: (852) 2869 6738 
Contact: Frank Marriott    E-mail: fmarriott@savills.com.hk
Contact: Simon Smith   E-mail: ssmith@savills.com.hk

HONG KONG SAR 
Savills (Hong Kong) Limited
23/F Two Exchange Square , Central, Hong Kong
Tel: (852) 2842 4534   Fax: (852) 2869 6738 
Contact: Raymond Lee    E-mail: rlee@savills.com.hk
EA Co. Licence: C-002450

MACAO SAR
Savills - Macao 
Savills (Macau) Limited
Suite 1310, 13/F Macau Landmark, 555 Avenida da Amizade, Macao
Tel: (853) 2878 0623   Fax: (853) 2878 1805 
Contact: Franco Liu   E-mail: fliu@savills.com.mo

CHINA 
Savills - China
Contact: Randall Hall   E-mail: rhall@savills-sh.com

Savills - Shanghai 
20/F Shanghai Central Plaza, 381 Huaihai Middle Road, Shanghai 200020, China
Tel: (86) 21 6391 6688   Fax: (86) 21 6391 6699
Contact: Albert Lau    E-mail: alau@savills-sh.com     

Savills - Beijing
2101 East Tower, Twin Towers, B-12 Jianguomenwai Avenue, Chaoyang District
Beijing 100022, China
Tel: (86) 10 5925 2288   Fax: (86) 10 5925 2299
Contact: Billy Chau   E-mail: bchau@savills-bj.com

Savills - Guangzhou 
Room 906, R & F Centre, No. 10 Hua Xia Road, Zhu Jiang New Town,
Guangzhou, 510623, China
Tel: (86) 3892 7168   Fax: (86) 3892 7030 
Contact: Woody Lam    E-mail: wlam@savills.com.hk

Savills - Shenzhen
Unit A, 5/F, Anlian Plaza, 4018 Jintian Road, Futian District, Shenzhen 518026, China
Tel: (86) 755 8828 5707   Fax: (86) 755 8828 5676 
Contact: Woody Lam    E-mail: wlam@savills.com.hk
Offices in Chengdu, Chongqing, Dalian, Hangzhou, Shenyang, Tianjin  

ASIA
Savills - Indonesia
PT. Procon Indah
19/F Indonesia Stock Exchange Building, Tower 2, Jl Jenderal Sudirman Kav 
52-53, Jakarta 12190 Indonesia
Tel: (62) 21 515 3777   Fax: (62) 21 515 3232
Contact: Siswanto Widjaja    E-mail: siswanto.widjaja@procon.co.id

Savills - Japan
Savills Japan K.K.
Aoba Roppongi Building 3F, 3-16-33 Roppongi, Minato-ku,
Tokyo 106-0032, Japan
Tel: (81) 3 5562 1700    Fax: (81) 3 5562 1705
Contact: Christian Mancini    E-mail: cmancini@savills.co.jp
Office in Osaka

Savills - Korea
Savills BHPK / KAA
11/F Seoul Finance Center, 84 Taepyungro-1-ga,
Chung-gu, Seoul, Korea 100-768
Tel: (82) 2 2124 4114   Fax: (82) 2 2124 4166
Contact: Hokyu Lee    E-mail: hklee@bhpk.com

ASIA PACIFIC  HEADQUARTERS 
23/F Two Exchange Square, Central, Hong Kong
Tel: (852) 2842 4400   Fax: (852) 2868 4386
E-mail: rmckellar@savills.com.hk
Contact: Robert McKellar CEO
savills.com

Savills - Malaysia
Savills Rahim & Co
Level 17, Menara Uni. Asia, 1008 Jalan Sultan Ismail, 
50250 Kuala Lumpur, Malaysia
Tel: (60) 3 2691 9922   Fax: (60) 3 2691 0096
Contact: Robert Ang    E-mail: robertang@savillsrahim-co.com

Savills - Singapore
Savills (Singapore) Pte Ltd.
2 Shenton Way, #17-01 SGX Centre 1, Singapore 068804
Tel: (65) 6536 5022   Fax: (65) 6538 5540
Contact: Michael Ng    E-mail: mng@savills.com.sg 

Savills - Taiwan
Savills (Taiwan) Limited
12F-3, Exchange Square, No. 89, Sung Ren Road
Xin-Yi District, Taipei, Taiwan
Tel: (886) 2 8789 5828   Fax: (886) 2 8789 5929 
Contact: Cynthia Chu    Email: cchu@savills.com.tw

Savills - Thailand
Savills (Thailand) Limited
28/F, 990 Rama IV Road, Bangkok 10500, Thailand
Tel: (66) 2 636 0300   Fax: (66) 2 636 0339
Agency Contact: Robert Collins     
E-mail: robertc@savills.co.th
Property Management Contact: Pipob Wongchurdkwan    
E-mail: pipobw@savills.co.th

Savills - Vietnam 
3/F Opera View Building, 161 Dong Khoi Street,
District 1, Ho Chi Minh City
Tel: (84) 8 823 9205   Fax: (84) 8 823 4571 
Contact: Brett Ashton    E-mail: bashton@savills.com.vn
Office in Hanoi

AUSTRALIA
Savills - Australia
Savills (Aust) Pty Ltd.
Level 7, 50 Bridge Street, Sydney, Australia
Tel: (61) 2 8215 8888   Fax: (61) 2 8215 8899
Contact: Paul McLean   E-mail: pmclean@savills.com.au

Offices in Adelaide, Brisbane, Cairns, Canberra, Gold Coast, 
Liverpool, Melbourne, Parramatta, Sunshine Coast and Sydney.

MIDDLE EAST
Savills - Dubai
Asteco Property Management LLC (Associate)
P.O. Box 1714, Level 6, Capricorn Tower, Shk. Zayed Road
Dubai, United Arab Emirates
Tel: (971) 4 403 7700    Fax: (971) 4 403 7778
Contact: Andrew Chambers   E-mail: andrewc@asteco.com

NORTH AMERICA
Savills - New York
Savills Granite
600 Madison Avenue, 11th Floor, New York, NY 10022
Tel: (1) 212 328 2800    Fax: (1) 212 328 2828
Contact: John D. Lyons   E-mail: jlyons@savillsgranite.com

UNITED KINGDOM / EUROPE / South Africa
Savills - Europe
20 Grosvenor Hill, London W1K 3HQ, U.K.
Tel: (44) 207 499 8644   Fax: (44) 207 495 3773
Contact: Jeremy Helsby    E-mail: jhelsby@savills.com

Offices throughout the United Kingdom, Belgium, France,  
Germany, Hungary, Italy, Netherlands, Poland, Spain and  
Sweden. Associate offices in Austria, Greece, Norway,  
Portugal, Russia, Turkey and South Africa. 

This document is prepared by Savills for information only. Whilst reasonable care has been exercised in preparing this document, it is subject to change and these particulars do not constitute, nor constitute part 
of, an offer or contract; interested parties should not rely on the statements or representations of fact but must satisfy themselves by inspection or otherwise as to the accuracy.  No person in the employment of the 
agent or the agent’s principal has any authority to make any representations or warranties whatsoever in relation to these particulars and Savills cannot be held responsible for any liability whatsoever or for any 
loss howsoever arising from or in reliance upon the whole or any part of the contents of this document. This publication may not be reproduced in any form or in any manner, in part or as a whole without written 
permission of the publisher, Savills. © Savills (Hong Kong) Limited. 2008. (VI/08)	

A real estate industry leader established over 150 years ago.  Now with over 200 offices and associates worldwide.  


