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A Study on the Return Index of Commercial Real Estate
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I Abstract |

The investment performance index is essential to the asset allocation and performance evaluation of institu-
tional investors such as pension funds and insurance companies. The return index, which reflects the risk-return
characteristics of investment, is one of the most frequently applied benchmarks of investment performance.
This study attempted to develop a return index of commercial real estate based on a data set of the Ministry
of Land, Infrastructure and Transport,

With a sample of 386 office or retail buildings in total, k-means clustering and logistic regression analysis
based on risk-return profile were carried out for group classification and the analysis of its determinants,
The results of the analysis showed that as for the determinants of physical characteristics, real estate location,
GFA, parking ratio, and vacancy rate were significant, and that as for the determinants of financial character-
istics, assessed real asset price and income to total return ratio were significant, Also it was found that the
return indices of the groups classified reflect well the characteristics of the groups, and can be used for
the design of an efficient portfolio for commercial real estate investment, investment diversification and risk

management,

Key words : Commercial real estate, Investment performance, Risk-return profile, Return index
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