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A Study on the Style Factors of Office Investment
-An Analysis using Appraisal-based Returns-
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Min, Seonghun - Lee, Young Ho

A test on the significance of style factors which were revealed to be significant in US. and
UK. literature is conducted in this study using appraisal-based returns of offices in Korea.
Region, size (appraisal value), value-growth propensity (yield gain gap) and leasing conditions
(the number of tenants, the length of average leased period and the proportion of key tenant)
are included in the analysis model as style factors.

The empirical result suggests that firstly core region and large size are significant but they
increase risk as well as return contrary to general belief, secondly value propensity significantly
decreases risk as well as return as it does in US. and UK, finally the number of tenants
among leasing conditions decreases risk as well as return but the length of average leased
period and the proportion of key tenant are not significant.
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(RE GLS regression with AR(1))

R-sq: within=0.0179 Wald chi2(8) = 151.07
between=0.2852  Prob > chi2 = 0.0000
overall =0.0804

AngE HE| Coef. |Std. Err. z P>z

ME 30HY 1.3839 0.1620 8.5400 | 0.0000

ME 7|EFESE | 0.5499 0.2314 2.3800 | 0.0170
ot 0.0051 0.0013 3.9900 | 0.0000
i%ll'? -0.0710 0.0155 | -4.5700 | 0.0000
AR} ' ' ' '
URRI 4 -0.0125 0.0040 | -3.1100 | 0.0020

of
NRE!Y
oo
0
_)'J_l
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_cons 2.5097 0.2206 | 11.3800 | 0.0000
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D3 qor -2 LL: 431.256 Cox Snell: 0.168 Nagelkerke: 0.248
78 71013 F ASE S0zt
= A 83.779 7 0
A+AH
s 5 83.779 7 0
LR 83.779 0
Hosmer Lemeshow Z%A i ZHoE AR R
AT 6.821 8 0.556
H o L B S.E, Wals AT [olEE Exp(B)
A 31.012 2 0.000
ME 3tHESE 1.752 0.322 29.614 1 0.000 5.767
M2 7|EHY 0.835 0.425 3.849 1 0.050 2.304
B2 0.005 0.002 6.095 1 0.014 1.005
AEAE QAR -0.206 0.063 10.671 1 0.001 0.814
AUzl -0.020 0.010 3.922 1 0.048 0.981
BoUa7| 2 -0.008 0.007 1.642 1 0.200 0.992
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