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A Study on the Margin in Management Fee of Office Buildings in Korea

gl A = (Min, Seonghun)*

< Abstract >

The study on the rent is essential for understanding office market. However the calculation of
‘true rent’ is not easy in Korea considering the practice of lease agreement which requires a
relatively huge amount of security deposit as well as a fixed management fee, and the available
market data which only contains asking rent without operating expenses.

This study focuses on the effect of management fee on ‘true rent’ and analyzes the actual
margin in management fee using a panel data about 224 office buildings in Seoul for 12 quarters
from 2009 to 2011. The result shows that there is 33% of margin in management fee on average
and it is affected by the condition of rental market and the level of operating cost. The significant
determinants are face rent (+), face rent-to-management fee ratio (-), the growth of face rent (+)
and operating expense (-).

This result suggests that the margin in management fee should be considered in the calculation
of ‘true rent’ and the margin in management fee should be applied differently according to the
market and operating conditions which could be captured by the determinants above.

= M of : 2ulA, gefH|, 2EH|E, HEHXE, AHE

—_—y L=

key word : Office, Management Fee, Operating Expense, Margin in Management Fee, Rent
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