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“High-quality office transactions to continue amid
slowing leasing demand in 2025”

Summary

With no new supply in 2025,
vacancy rates are projected to
remain low levels similar to
2024. However, factors such as
relocations to areas outside
major districts and downward
moves by corporate affiliate
may lead to a slight increase in
vacancy rates.

Rent growth, which had
exceeded consumer price
inflation since 2021, has shown
signs of slowing in the second
half of the year. In 2025, rental
growth is expected to moderate
further, reaching approximately
2-4% year-on-year.

The office investment market

is anticipated to expand slightly
in 2025, driven by factors such
as the maturity of REFs and the
growth of corporate-sponsored
REITs.

2024 OUTLOOK

ECONOMIC OVERVIEW

According to the Economic Outlook published
by Bank of Korea (“BoK”) in November 2024, South
Korea’s economy grew by 2.2% in 2024, an improve-
ment from 2023 but below earlier projections (2.5%
in May and 2.4% in August). Key factors contributing
to this underperformance include delayed domestic
recovery, weak exports in automobiles and chemicals,
and global economic slowdowns. While semiconductor
facility investments showed partial recovery, export
growth was hindered by strengthened protectionist
trade policies worldwide. Inflation stabilized at 2.3%,
but the labor market remained sluggish.

In October and November 2024, the Bank of Korea
reduced its base rate by 0.25 percentage points each
time, lowering it from 3.50% to 3.00%. This marked
the first consecutive rate cuts in 16 years since the
global financial crisis, aimed at prioritizing economic
stimulation over currency stability amidst mounting
downward pressures. However, in January 2025, the
rate was held steady at 3.00% due to inflationary
concerns stemming from political risks and high ex-
change rates.

Amid heightened domestic and international
political uncertainties, concerns about the Korean
commercial real estate market have emerged. How-

ever, key indicators for Seoul’s prime office market
remain stable. While prolonged uncertainty could
dampen leasing demand and investment sentiment,
the market may present opportunities for certain par-
ticipants, as seen during the swift recovery following
the COVID-19 crisis.

SUPPLY

As of end-December 2024, Seoul’s prime office
supply totaled approximately 9,960,000 sqm, dis-
tributed across CBD (46%), GBD (29%), and YBD
(25%), and comprising 25% of total Seoul’s office
stock. New supply in 2024 included Meritz Fire &
Marine Insurance HQ (CBD) and TP Tower (YBD),
adding a combined total of 171,400 sqm. No new prime
office buildings are scheduled for completion in 2025;
however, remodeling projects such as One Centinel
(formerly Shinhan Financial Investment Tower) in
YBD and KT Gwanghwamun Bldg West in CBD are
expected to conclude in H1/2025.

Between 2015 and 2024, total 1,770,000 sqm an
average of 177,000 sqm of new prime office space was
supplied annually across major districts. From 2025
to 2029, approximately 2,530,000 sqm of new supply
is anticipated—1.4 times higher than the average
recorded over the past decade—with most concen-
trated in CBD.

Additionally, large-scale office developments are
emerging outside traditional districts in areas like

TABLE 1. Index of Seoul Prime Office & Economic Trend in Korea, 2024-2025(F)

ITEM Q1/2024 Q2/2024 Q3/2024 Q4/2024 2024 2025(F)

GDP Growth 21%
CPI (yoy) 31%
Face Rent Growth 5.0%
(eop)
Maintance Fee 2.9%
Growth (yoy)
Net Absorption 55,839
(sam)
Vacancy Rate 3.9%
BoK Base Rate 2.50%
(eop)
Cap. Rate 4.8%

2.5% 2.4% 2.2%
2.4% 1.6% 1.9%
5.7% 4.4% 3.9%
3.0% 2.2% 2.2%

102,219 -15,133 -9,625
3.3% 3.4% 3.5%
3.50% 3.50% 3.00%
4.8% 4.8% 4.8%

2.2% (eop) 1.9%
2.3% (eop) 2.0%
3.9% (eop) 2~4%
2.2% (eop) 2~3%
133,300 (Total) N/A
3.5% (eop) 3~5%
3.00% 3.00%
4.8% 4.0~4.5%

Source Bank of Korea, Savills Korea
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GRAPH 1. Prime Office New Supply, 2021 - 2030(F)
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GRAPH 2. Prime Office New Supply and Net Absorption, 2015 - 2024
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Yongsan, Seongsu, and Magok, indicating fur-
ther spatial expansion of Seoul’s office market.

DEMAND & VACANCY RATES

In 2024, the net absorption of Seoul’s prime
office space was recorded at 133,300 sqm, repre-
senting only 59% of the 10-year average (2015—
2024) of 225,900 sqm. This reflects constrained
tenant mobility in a market where vacancy rates
consistently remained around the 3% range
throughout the year. Additionally, net absorp-
tion declined for three consecutive quarters,
driven in part by tenant exits as some companies
sought to reduce costs in response to rising rental
expenses. In YBD, the completion of TP Tower
temporarily increased vacancy rates. However,
financial tenants undergoing headquarters sales,
redevelopment, or remodeling quickly pre-leased
and occupied the building, resolving vacancies
within two quarters.

As of 2024 year-end, Seoul overall prime of-
fice vacancy rate stood at 3.5%, which by district
came in at 2.8% for CBD, 2.3% for GBD, and 6.2%
for YBD. The market has maintained sub-4%
vacancy rates for six consecutive quarters since
Q3/2023, highlighting a shortage of leasable space
that continues to restrict tenant movement. An
analysis of relocations by lease type in 2024 re-
vealed that Prime-to-Prime relocations account-
ed for 33% of activity, a significant increase from
22% in 2023. Conversely, Secondary-to-Prime
upgrades fell to 36%, down from 41% in the pre-
vious year, reflecting growing cost pressures on
tenants. The proportions of Expansions (15%)
and New leases (17%) remained stable year-over-
year. Overall, vacancy resolution leaned toward
smaller-scale expansions by existing tenants
rather than large-scale new leases.

By industry sector, financial institutions
dominated leasing demand in 2024, accounting
for 53% of newly-leased space. Technology firms
followed at 11%, with manufacturing companies
at 10%. In CBD, key contributors to demand in-
cluded Shinhan Bank (Finance) and Korea Zinc
(Manufacturing). In GBD, large gaming compa-
nies such as Nexon and NCSoft filled vacancies,
while startups like HeyDealer and Riiid leased
smaller spaces, reinforcing GBD’s reputation
as an IT hub. In YBD, financial institutions led
take-up activity, with major tenants like Shinhan
Financial Group affiliates, Kiwoom Securities,

savills.co.kr/insight-and-opinion/
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and Yuanta Securities occupying TP Tower and
Anchor One. Consequently, the proportion of
financial-sector tenants in YBD increased by
4%p from 2023 to reach 58%, further solidifying
YBD’s identity as a financial hub.

RENTS & MAINTENANCE FEES

As of Q4 2024, the average face rent for
Seoul’s prime offices was KRW 121,000 per pye-
ong, reflecting a year-on-year increase of 3.9%.
However, the pace of rental growth slowed com-
pared to 2023. GBD, where tenant mobility was
limited due to persistently low vacancy rates,
recorded the smallest increase in rents. In con-
trast, YBD, which saw new supply during the
year, experienced relatively higher rent growth.
In the H2/2024, rent growth stagnated across all
districts as inflationary pressures eased. Since
2021, the market has been landlord-favorable,
with tenant incentives such as rent-free periods
reduced to an average of o-1 month per year. As
a result, the effective rent growth rate closely
mirrored the nominal rate at 3.8%. However, some
buildings with large vacancies offered additional
incentives like extended rent-free periods.

Maintenance fees averaged KRW 46,600 per
pyeong, up 2.2% YoY, with growth rates tapering
compared to 2023. While maintenance costs had
outpaced consumer price inflation in 2023, the gap
narrowed in 2024, with some districts even seeing
maintenance cost growth fall below inflation.

TRANSACTIONS &
INVESTMENT MARKET

In 2024, the office investment market re-
bounded, recording an annual transaction volume
of KRW 11.6 trillion, a 24% increase from the
previous year. This marked a reversal from the
declining trend observed in prior years. While the
first half of the year was relatively weak compared
to 2023, activity surged in the second half, with 8
out of the top 10 largest transactions by volume
concentrated during this period.

By investor type, financial investors account-
ed for 71% of total transactions, up from 63% in
2023. Meanwhile, the share of strategic investors
and end-users decreased to 29%, though the figure
still exceeded the 10-year average of 23%. In terms
of capital source, domestic investors dominated
the market, comprising 91% of total transaction
volume—a 7 percentage point increase from the
previous year and well above the 10-year average

GRAPH 3. New Take-up by Industry, 2022 - 2024
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GRAPH 4. Office Transaction Volume, 2015 - 2024
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GRAPH 5. Office Transaction Volume by Investor Type, 2023 vs 2024
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GRAPH 6. Office Transaction Volume by Strategy, 2023 vs 2024
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of 85%. Conversely, overseas investors’ share fell
to 12%, down from 16% in 2023 and below the
10-year average of 15%.

The Seoul office market in 2024 exhibited
more pronounced differentiation in cap rates
based on district and asset characteristics. Stable
prime offices in GBD traded at cap rates in the
low-4% range on average, while secondary offices
inareas such as Jamsil and Bundang recorded cap
rates as high as 6.0%, highlighting significant
disparities between asset classes. The upward
trend in unit prices per pyeong slowed along-
side rent growth, signaling that the market has
entered a stabilization phase. Following interest
rate hikes in Q3/2022, cap rates for Seoul’s prime
offices began to rise, reaching the mid-to-high
4% range by early-2024 with little fluctuation
during the year.

2025 OUTLOOK

LEASING MARKET OUTLOOK

In November 2024, the government approved
the Yeouido Financial District Unit Plan, enabling
skyscraper developments over 200 meters. This
is expected to boost redevelopment feasibility
in YBD, encouraging reconstruction of older
buildings and advancing existing plans.

The landlord-favorable market is likely to per-
sistin 2025 due to limited new supply, but tenant
fatigue from rent hikes exceeding inflation over
the past three years may constrain demand. Major
tenants, including large corporations, financial
institutions, and IT firms, are expected to limit
expansion amid economic uncertainties. Many
tenants may consider relocating to secondary
offices or integrating operations outside key dis-
tricts to reduce costs. As a result, vacancy rates
may rise slightly from 3.5% at the end of 2024,
while rent growth is projected to slow to 2~4%.

In CBD (Central Business District), tenant
relocations from redevelopment projects like
Korean Reinsurance’s headquarters and Metro
Tower will help absorb some vacancies. How-
ever, additional relocations and downsizing by
corporate affiliates may slightly increase overall
vacancy rates. GBD (Gangnam Business District)
is expected to maintain the lowest vacancy rate
(below 3%) due to strong demand from large
corporations and IT firms, with rent growth
remaining steady at around 3%. In YBD, while
KB Kookmin Bank’s move into Anchor One will

savills.co.kr/insight-and-opinion/
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reduce some large vacancies in Q1/2025, One
Centinel’s pre-leasing rate remains low at approx-
imately 30% as of 2024 year-end. Consequently,
YBD’s vacancy rate is expected to remain around
6%, similar to 2024 levels.

INVESTMENT MARKET OUTLOOK

The transaction volume for Seoul’s office
market in 2025 is projected to come in at c. KRW
13 trillion, surpassing the KRW 11.6 trillion re-
corded in 2024. A significant number of proper-
ties remain available across major districts, and
assets that were withdrawn from the market in
2023-2024 may re-enter this year. Additionally,
with transaction closing periods becoming in-
creasingly prolonged, fund-owned assets acquired
after 2020 are approaching maturity and may be
considered for early sale.

The growth of corporate-sponsored REITs is
also anticipated to contribute to increased office
transaction activity in 2025. Large conglomerates
such as SK, Hanwha, and Lotte, along with some
mid-sized companies, are advancing efforts to
monetize their real estate holdings through REITs
establishment. Institutional investors are also
expected to continue acquiring high-quality office
assets to maintain portfolio allocation ratios.

Macroeconomic factors are likely to posi-
tively drive activity in the investment market.
The Bank of Korea has signaled the possibility of
additional interest rate cuts within the year due
to concerns over a domestic economic slowdown.
Simultaneously, the depreciation of the Korean
won is improving conditions for foreign investors
seeking opportunities in Korea’s office market.

In CBD, delays in development projects
around Euljiro and Sewoon District are expected
to contribute to arise in forward purchase deals.
Against this backdrop, investors are likely to focus
on Core and Value-add assets in 2025, continuing
the trend from 2024. Despite rising vacancy rates
and operating costs, the scarcity of high-quality
prime assets is expected to sustain or even drive
up unit prices per pyeong. Consequently, cap rate
is forecasted to decline slightly year-on-year,
settling at around 4.0~4.5%.

GRAPH 7. Prime Office Cap. Rate Trend, 2015 - 2024
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TABLE 2. Major Investment Transactions, 2024

BUilding Transaction Transaction
Period | District Nema Seller Buyer Area Price
(sgm) (KRW bn)

Ql CBD Metro Tower Anda AMC IGIS AMC 41,140 415.5
Mirae Asset KORAMCO
Q1 GBD Arc Place AMC Asset Trust 62,725 791.7
YETEETE Shinhan
Q3 CBD  City Square Asset AMC REITs 38,251 4281
Management
Icon
Samseong X
@3 | GBD || (Formerly | KORAMCO '/ Capitaland 40,480 440.8
REITs & Trust  Investment

Golden

Tower)

Hanhwa
Q3 CBD  Janggyo Hanhwa Life HSE'I‘TW"" 74,376 808.0

ek S
Building
The Asset KORAMCO Samsung

2 CED Gangnam  REITs & Trust SRA AMC 7 11042

KOREIT KORAMCO
Q4 GBD Tower KOREIT AMC 34,984 445.0

*Selected transactions of GFA > 33,000 sq m, Transaction price > KRW 400 bn/py
Source Savills Korea
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