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l)EMPIRICAL ESSAYS ON OFFICE MARKET DYNAMICS

Office buildings are a major investment vehicle, provide a working environment for
numerous employees across the globe and determine the skyline of major cities. Put
differently: office buildings matter. This dissertation consists of six studies and focuses on
office buildings from a broad, but always financial, perspective. The first study examines
the effect of implications embedded in real option theory on office construction decisions
by exploring the Singapore and Hong Kong office markets. In line with the predictions of
real option models, we show that the effects of real interest rate and the expected
demand growth on the hurdle rent become more negative when the market volatility is
greater. The second study shows a model for measuring the effect of clustering of office
space on rents. The results, based on the Amsterdam office market, show that office rents
are higher in denser office areas. Our longitudinal data show that this effect is present
irrespective of the phase of the office market cycle. The third study examines the relation
between urban density and financial performance for a sample of Dutch firms. The
analysis indicates that firms in densely populated areas have lower return on assets when
compared to their counterparts in more rural areas. The following two studies examine
office rent determinants in Europe and the United States respectively by applying two-
stage error-correction-models. In contradiction to expectations based on U.S. office market
research, we show that the use of local data does not significantly improve rent models in
a study of ten European cities. For a panel of fifteen major office markets in the U.S. the
results presented in the following chapter of this dissertation show that office rents react
significantly stronger to positive changes in office employment when vacancy rates are
relatively low. The final study shows the relation between direct and indirect office
investment styles. Results indicate that the two formats are integrated over longer time
periods, but can behave very differently over short time intervals.

ERIM

The Erasmus Research Institute of Management (ERIM) is the Research School (Onder -
zoek school) in the field of management of the Erasmus University Rotterdam. The founding
participants of ERIM are Rotterdam School of Management, Erasmus University, and the
Erasmus School of Econo mics. ERIM was founded in 1999 and is officially accredited by the
Royal Netherlands Academy of Arts and Sciences (KNAW). The research undertaken by
ERIM is focussed on the management of the firm in its environment, its intra- and interfirm
relations, and its busi ness processes in their interdependent connections. 

The objective of ERIM is to carry out first rate research in manage ment, and to offer an
advanced doctoral pro gramme in Research in Management. Within ERIM, over three
hundred senior researchers and PhD candidates are active in the different research
programmes. From a variety of acade mic backgrounds and expertises, the ERIM commu nity
is united in striving for excellence and working at the fore front of creating new business
knowledge.
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