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A Study on the Effect of the Composition of Tenant Types
on Rental Income in Retail Property Building
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< Abstract >

The retail building can enjoy various types of benefit by agglomeration of similar businesses, so called
economies of agglomeration. Agglomeration decreases consumer’s search costs and gives consumers an
opportunity to compare prices and goods, and increases the possibility to find a right offering to meet their
need. The retail building can establish its differentiated image, increase its expertise, extend its trade area and
demand potential by using tenant agglomeration which produce consumer utilities.

This research tests the impact of tenant agglomeration and the anchor tenant in retail building on its rent
income or Net Operating Income (NOI). For empirical analysis, we categorize numerous explanatory variables
into region, location, building, facility, owner, and tenant mix characteristics. We measure the degree of
tenant agglomeration for the entire building and representative retail tenant categories by using
Herfindahl-Hirschman Index. Empirical research shows regional and locational characteristics of the retail
building affect its rent income and NOL And the rent income and NOI of the retail building are also
influenced by the building and facility characteristics. Most importantly, this research confirms several types
of tenant agglomeration have a positive impact on rent income and NOI of the retail building. Also, anchor
tenants have a positive influence. This research shows retail building can utilize its tenant mix strategy to
create economies of agglomeration and enhance its rent income and NOL

T A of : A0HE 2T, BT 9. BH 0|9, WHHIE, YUz =SYLS
keyword : Retail Building, Composition of Tenant Types, Economies of Agglomeration, Anchor Tenant, Rent
Income, Net Operating Income
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