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Investment activity remains selective

KEY TAKEAWAYS

m In Q1/2026, Seoul’'s prime office
vacancy rate rose slightly QoQ to
4.0%; net absorption fell temporarily.

B GBD maintained the lowest vacancy
rate among major districts at 1.7%,
supported by the swift backfilling of
space following tenant departures.

m Supported by prime office
transactions, including Seoul Square,
Seoul’s total office transaction volume
reached approximately KRW3.0
trillion in Q1/2026, driven by selective
investment from financially capable
investors and owner-occupiers.

B Prime office cap rates in Seoul
remained broadly in line with the
previous quarter, though upward
pressure is expected amid rising
Treasury bond yields.

SUPPLY

Since the completion of Grand Central in
2020, no new prime office supply has been
delivered in the CBD; however, three new
prime office developments are scheduled
for completion in 2026, with no additional
supply expected in 2027. The 2026 pipeline
will commence with G1 Seoul (Gongpyeong
Districts 15 & 16) in April, followed by Rene
Square (Euljiro 3-ga District 6) in May

and EUL Tower (Euljiro 3-ga District 12)

in October, all of which will be brought to
market for lease. Market attention remains
focused on their leasing strategies and the
resulting impact on vacancy levels.

ECONOMIC OUTLOOK

In its February 2026 economic outlook—
released prior to the escalation of
geopolitical tensions in the Middle East—
the Bank of Korea (BoK) projected Korea’s
GDP growth for 2026 at 2.0%, revising

its forecast upward by 0.2 ppt. This
adjustment reflects improved conditions
in the semiconductor sector and a more
resilient global economic environment.
However, uncertainties surrounding U.S.
tariff policies and the sluggish recovery in
construction investment continue to pose
downside risks.

FIGURE 1: GROWTH RATE OF REAL GDP AND REAL EXPORTS, 2017 - 2027(F)
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Financial institutions & insurance employees (LHS)
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FIGURE 2: NUMBER OF EMPLOYEES IN FINANCE AND INSURANCE SECTORS,
JAN 2017 - MAR 2026
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FIGURE 3: NET ABSORPTION, Q1/2017 - Q1/2026
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Despite relocation-driven
leasing volatility, investment
activity remains selective
alongside resilient demand.

SAVILLS RESEARCH

The BoK expects the global economy
to maintain moderate growth, supported
by expanding Al investment and
accommodative monetary policy stances
across major economies. Nevertheless,
heightened geopolitical tensions in
the Middle East remain a key source of
uncertainty. A prolonged conflict could
push up energy and raw material prices,
adding inflationary pressure and exchange
rate volatility, and ultimately clouding the
outlook for monetary policy.

DEMAND AND VACANCY
RATES

Seoul’s prime office market recorded net
absorption of -26,900 sg m in Q1/2026,
while the average vacancy rate rose 0.4 ppt
QoQ to 4.0%.

The CBD recorded net absorption of
-22,100 sg m, with the vacancy rate rising
to 5.5% as new vacancies of 54,600 sqg
m outweighed total take-up of 32,500
sg m. Since the departure of 11 Street
(e-commerce), which vacated five floors

TABLE 1: MONTHLY RENTS, MAINTENANCE FEES AND VACANCY RATES BY DISTRICT, Q1/2026

DISTRICT

CBD

GBD

YBD

Overall

Source: Savills Korea

AVERAGE

133,300

131,300

112,900

128,200

RENT

YOY INCREASE (%)

3.8%

6.2%

1.7%

4.1%

MAINTENANCE FEE

AVERAGE

50,800

45,900

47,300

48,400

YOY INCREASE (%)

3.2%

2.6%

1.5%

2.6%

(Unit: KRW/3.3058 sg m, GLA)

NET ABSORPTION VACANCY RATE (%)

(SQ M) (PRE. Q)
5.5%
A0 (4.8%)
1.7%
1,800 A5
4.4%
-6,600 O
4.0%
-26,900 S



SEOUL PRIME OFFICE

in Q3/2024, Seoul Square has continued
to carry elevated vacancy of around 20%;
however, phased leasing activity has driven
gradual absorption each quarter. In Q1,
the Korea Land and Housing Corporation
leased spaces of approximately 5,400 sqg
m at Seoul Square. Other notable take-up
in the CBD included Nam & Nam Patent
Law Firm leasing 2,200 sg m at the KCCI
Building, as well as expansions by two
Hanwha Group affiliates at Pine Avenue

A, totalling 5,500 sg m. By contrast,
vacancy was further pressured by several
notable tenant departures. Hanwha
TotalEnergies (manufacturing) relocated
from Taepyeongro Hanwha Finance Center
(12,500 sg m) to INNOS88 Tower, as part
of preparatory moves ahead of planned
refurbishments at Hanwha Group-owned
assets in the Seoul Plaza area, including
Hanwha Finance Center, Hanwha Sogong
Building, and The Plaza Seoul. In addition,
Lina Life Insurance vacated 4,300 sg

m at The K Twin Tower, while Nate
Communications (ICT / scientific services)
downsized, releasing 3,300 sgm at T
Tower.

GBD was the only major district to record
positive net absorption during the quarter.
At POSCO Tower Yeoksam, Tesla relocated
to Gangnam Finance Plaza, releasing 1,800
sg m; however, the space was immediately
backfilled by Sigong Tech (professional
services). In addition, Snowflake, a global
cloud-based data platform company,
occupied space previously vacated
by Epson (manufacturing) in the prior
quarter, bringing POSCO Tower Yeoksam
to full occupancy. Intellectual Discovery
(intellectual property) leased 2,300 sg m
at Gangnam Finance Center, taking space
previously vacated by 111Percent (ICT/
gaming) following its relocation to a new
headquarters in Seongsu. As a result, the
GBD vacancy rate held steady at 1.7%, the
lowest among the major office districts.

In the YBD, redevelopment-driven
relocations dominated during the quarter,
resulting in net absorption of -6,600 sg m.
As the Korea Fire Protection Association
(KFPA) Building entered redevelopment,
KFPA and the Insurance Research Institute
relocated to One Centinel, leasing 5,100 sq
m and 4,800 sg m respectively. Meanwhile,
the Korea Insurance Development Institute
moved to Parc.] Tower 2, occupying
6,900 sg m. With multiple redevelopment

FIGURE 4: PRIME OFFICE VACANCY RATE BY DISTRICT, Q1/2017 - Q1/2026
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projects underway—including the KB Bank
Building—relocation activity is expected
to remain largely redevelopment-led.
Separately, LG Chem relocated from

Parc.l Tower 1 (10,000 sg m) to LG Twin
Tower, while GC Biopharma affiliates
(pharmaceutical manufacturing) vacated
15,000 sg m at Parc.1 Tower 2 to move to
Seoul Forest The Sharp Office.

RENTS

The average face rent for Seoul prime
offices reached KRW128,200/py in
Q1/2026. By district, rents were recorded
at KRW133,300 in the CBD, KRW131,300
in the GBD, and KRW112,900 in the YBD.
Average rental growth increased by 4.1%
YoY, comprising 3.8% in the CBD, 6.2% in
the GBD, and 1.7% in the YBD. The relatively
strong growth in the GBD reflects resilient
leasing demand in the district.

The average maintenance fee rose 2.6%
YoY to KRW48,400/py, with increases of

Ql Q3 Q1 Q3 Q1 Q3 Q1 Q3 a4
22 23 24 25 26

3.2% in the CBD, 2.6% in the GBD, and 1.5%
in the YBD. Growth has remained stable
within the 2-3% range, broadly in line with
CPI.

OUTLOOK

In the CBD, vacancy rates are expected
to rise on the back of incoming new
supply, despite a number of anticipated
tenant relocations. Hanwha Ocean (ship
manufacturing) is set to relocate from
Grand Central (12,400 sg m) to Daishin
343 (12,300 sg m), resulting in a broadly
neutral net effect on overall CBD vacancy.
The space vacated by Hanwha Ocean at
Grand Central is expected to be absorbed
by Encar.com (retail), relocating from AIA
Tower, and Hanwha Life Lab (financial
services), relocating from Taepyeongro
Hanwha Finance Center, with both
tenants expanding their occupied space.
At Centropolis, scheduled departures by
SK Telecom (ICT/technology) and Kakao
Entertainment (services) are expected

FIGURE 5: YOY RENTAL INCREASE RATE BY DISTRICT, Q1/2017 - Q1/2026
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TABLE 2: MAJOR TENANT RELOCATIONS, Q1/2026

DISTRICT BUILDING

Pine Avenue A

Seoul Square

CBD
The K Twin Tower
Korea Chamber of Commerce &
Industry Bldg.
Posco Tower Yeoksam
GBD
Gangnam Finance Center
One Centinel
YBD

Parc 1. Tower 2

Source: Savills Korea

to be largely offset by expansions from
existing tenants, including Netflix and Bae,
Kim & Lee LLC (law firm). Nonetheless,
with the completion of new developments
such as G1 Seoul and Rene Square, adding
supply to the market, the CBD vacancy rate
is expected to edge up.

In the GBD, the vacancy rate is
expected to remain stable, supported by
resilient leasing demand. While scheduled
departures at Centerfield (3,800 sg m) and
Samsung Fire & Marine Insurance Seocho
Tower, where Clover Games is vacating
2,500 sg m, will add new vacancy, this is
expected to be balanced by expansionary
leasing activity elsewhere in the district.
Notably, The Founders (manufacturing)
is expanding within Glass Tower, while
Simmons (bedding manufacturing) is
upsizing from Icon Samsung (2,000 sg m)
to Parnas Tower (3,000 sg m), keeping
overall vacancy levels stable.

In the YBD, near-term vacancy is
expected to edge up following the
departures of LG Energy Solution
(secondary battery manufacturing) from
Parc.l Tower 1 (3,700 sg m) and Geneone
Life Science (ICT/biotech) from Parc.]
Tower 2 (3,400 sg m). However, vacancy is
expected to ease gradually over the coming
quarter, supported by upcoming relocations
including NH NongHyup Capital (financial
services) moving to One Centinel (14,000

TO

TENANT AREA (SG@ M)
Hanwha Systems
/Hanwha Aerospace 900
Korea Larlwd and Housing 5.400
Corporation
Woori Card 4,300
Nam & Nam Patent Law Firm 2,200
Sigong Tech 3,300
Snowflake 2.500
Intellectual Discovery 2,300
Korea Fire Protection
Association (KFPA) 5,100
Insurance Research Institute 4,800
Kor;a Insurance Development 6.900
Institute
NanoH20 1,300

FROM

DISTRICT BUILDING
Expansion
Expansion
Expansion
CBD Jeongan Bldg.
Pangyo Sigong Tech Pangyo Bldg.
GBD Gangnam Finance Center TEC
GBD Gangnam Finance Plaza
YBD Korea Fire Protection Association Bldg.
YBD Korea Fire Protection Association Bldg.
YBD Korea Fire Protection Association Bldg.
New

FIGURE 6: PRIME OFFICE VACANCY RATE BY DISTRICT, Q1/2017 - Q1/2026
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sg m) and Mirae Asset Securities leasing
space at FKI Tower (10,300 sg m).

Overall, while negative net absorption
in Q1 may point to short-term demand
softness, this largely reflects constrained
available leasable space rather than any
underlying weakening of leasing demand.
The majority of tenant movements appear
to be expansion-driven or redevelopment-
led, and demand for large floor plates
remains resilient. Should new office
completions bring additional supply to
market, leasing activity could pick up, with
occupiers increasingly seeking upgrade
relocations to prime office buildings.

TRANSACTIONS AND THE
INVESTMENT MARKET

Seoul’s office transaction volume
totalled approximately KRW3.0 trillion
in Q1/2026, representing a 13% increase
YoY from KRW2.7 trillion in Q1/2025,
though equivalent to 14% of the record
KRW?21 trillion transacted in 2025. While
the Seoul Square transaction—which
exceeded KRWT1 trillion—accounted for
the bulk of overall market activity, broader
investment sentiment remained somewhat
subdued. Ongoing uncertainty in financial
markets led to a more selective investment
approach, with activity primarily driven by
financially capable investors and owner-
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FIGURE 7: PRIME OFFICE BUILDING CAP. RATE TREND, Q1/2017 - Q1/2026
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FIGURE 8: FIVE-YEAR TREASURY BOND YIELD AND BOK BASE RATE TREND,
JAN 2017 - MAR 2026
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TABLE 3: KEY TRANSACTIONS, Q1/2026

DISTRICT

CBD

CBD

CBD

CBD

Jamsil

BBD

Source: Savills Korea

19/01 20/01 21/01

BUILDING NAME

Seoul Square

K-Finance Tower

ETEVERS Tower

K-Square Gangnam 2

Samsung Life Insurance
Jamsil Building

Humax Village

22/01 23/01 24/01

SELLER

ARA Korea AMC

Keppel AMC

Capstone AMC

Koramco REITs & Trust

Samsung Life Insurance

Korea Real Estate
Investment & Trust

25/01 26/01

BUYER

occupiers. Under these conditions, some
assets were withdrawn from sale, while
others experienced delays in closing.
However, should interest rate conditions
and financing environments stabilise,
capital that has accumulated on the
sidelines since 2025 is expected to re-enter
the market, supporting a gradual recovery
in investment activity.

The largest transaction of the quarter
was the acquisition of Seoul Square in the
CBD by Korea Investment Real AMC from
ARA Korea AMC for KRW1,285.6 billion.
Despite the scale of the asset requiring an
extended financing period, the transaction
was successfully completed through a
structure involving increased leverage and
adjusted equity contributions. Key investors
reportedly included Korea Investment
Financial Group and Samsung-affiliated
financial institutions, including Samsung
Fire & Marine Insurance. While alternative
uses—such as hotel conversion—were
considered for space vacated by anchor
tenant 11 Street, the asset has ultimately
been designated to remain in office use.

MDM AMC acquired K-Finance Tower
(formerly the Bank of Korea Sogong
Annex) and an adjacent parking site
in Myeong-dong from Keppel AMC for
KRW220.0 billion. Although the asset
underwent major refurbishment in 2024, a
portion of the space remained vacant at the
time of transaction. Given the improving
fundamentals of Seoul’s hotel market, the
buyer is reportedly exploring alternative
uses, including hotel redevelopment,
leveraging the asset’s proximity to key
tourism destinations.

Koramco REITs & Trust acquired
ETEVERS Tower in Namdaemun from
Capstone AMC for KRW264.7 billion.

TRANSACTION PRICE

TYPE (KRW BIL)

Korea Investment Real AMC Share deal 1,285.6

MDM AMC

Share Deal 220.0

Koramco REITs & Trust Asset deal 264.7

Hanwell(Asung Daiso) Asset deal 355.0

Samsung SRA AMC Asset deal 207.9

Hanwha Vision

Asset deal 280.0
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The transaction encompasses part of the
basement level and all above-ground floors.
The buyer plans to reposition the ageing
asset—originally completed in 1980—
through refurbishment as a value-add
strategy. Notably, the existing tenant and
former beneficiary, ETEVERS, participated
as a common equity investor, providing a
degree of occupancy stability.

Meanwhile, K-Square Gangnam 2,
developed by Koramco REITs & Trust,
was sold to Hanwell—the operator of
Asung Daiso, a household retail brand—
for KRW355.0 billion. Although the asset
previously failed to transact in 2023 and
2024 due to pricing gaps between buyers
and sellers amid a high-interest rate
environment, the transaction was ultimately
completed at the upper end of pricing
expectations, reflecting the resilience of
well-located prime assets and supported by
owner-occupier demand for office use.

As of Q1/2026, prime office cap rates
in Seoul are estimated to have remained
stable, in the mid-to-high 4% range on a
nominal basis and the low 4% range on an
effective basis, reflecting rent-free periods.
In contrast, the five-year government bond
yield rose 40 bps QoQ, narrowing the
spread with cap rates. Rising global interest
rates—driven by escalating geopolitical
tensions in the Middle East and inflationary
concerns—are exerting upward pressure on
domestic bond yields, which may in turn
drive office cap rates upward.
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Overview of the Seoul Office Market and

Savills Korea Office Survey

TABLE 4: SUMMARY OF SURVEYED BUILDINGS, MAR 2026

CBD GBD YBD Total
Number of buildings 25 14 14 53
Average GFA (sq m) 89,000 107,000 110,000 99,000
A"f;f"f’;:t‘;g:ff 2004 2005 2012 2006
Number of buildings 24 22 9 55
Average GFA (sq m) 51,000 47,000 48,000 49,000
TR CL 2002 2002 1999 2001
completion
Total number of buildings 49 36 23 108
Total area (sq m) 3,450,000 2,530,000 1,980,000 7,970,000

Source: Savills Korea

Close to 69% of large office buildings
(30,000 sg m or more) in Seoul are located
in three major business districts - the CBD
(33%), GBD (19%) and YBD (17%). The CBD
is the largest of these districts and is home
to major government and multinational
institutions. The GBD also houses many
multinational companies and is an
information technology centre, while YBD,
the “Wall Street” of South Korea, includes
the headquarters of major securities firms
and broadcasting companies.

The Savills Korea Quarterly Office survey is
the longest running survey of prime office
stock in Seoul. Established in 1997, it currently
comprises of 108 among 135 buildings in
Seoul classified as “prime” buildings.

Prime buildings: Buildings with a GFA
greater than 30,000 sg m with good
accessibility and facilities, high level of finish,
and creditworthy blue-chip tenants.

Monthly rent: Surveyed rents are “face
rents”, the asking rents reported by
landlords for mid-level floors. These rents
are standardised by Savills Korea to account
for variations in the security deposits
required by different landlords to produce
an effective rental figure for NLA.

Cap Rate Calculation Method

Cap rate: (income from interest on security
deposit (5%) + face rent of a standard floor

+ residual income from maintenance fee) x
occupancy rate (95%) x 12 / transaction amount.

For comparison of cap rates of each
transaction case, a 5% interest rate on
security deposit and 90% occupancy rate
were uniformly applied.

The applied occupancy rate was revised
from 95% to 90% in 2014 due to higher
natural vacancy rates, until 2022 since which
95% is re-applied.
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