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SOUTH KOREA

OVERVIEW

South Korea has the 11th largest economy in 

the world and is home to household names 

such as Samsung, LG, Hyundai and Kia. 

With this new found wealth, international 

retail brands have become a necessity for 

the consumer. 

Today, Seoul is considered a leading and rising global 

city, resulting from an economic boom called the ‘Miracle 

on the Han River’. This transformed it from the damage of 

the Korean War to the world's 4th largest metropolitan 

economy, with a GDP of US$903 billion in 2017 after 

Tokyo, New York City and Los Angeles. The birthplace of 

K-pop and the Korean Wave, Seoul received over 13 

million international visitors in 2016, making it the world's 

7th most visited city and 6th largest earner in tourism. 

Traditionally the retail market has been heavily 

concentrated in the Lotte and Shinsegae department 

stores which, although very advanced in their 

development, have slightly slowed the ability of many 

retailers to grow. With the recent introduction of a number 

of quality shopping malls into the market, consumer habits 

and desires are changing and the number of mall 

developments and the quality of them is improving quickly,  

leading to a new more advanced retail experience in 

South Korea.
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SOUTH KOREA
ECONOMIC OVERVIEW 

ECONOMIC SUMMARY

ECONOMIC INDICATORS* 2018 2019F 2020F 2021F 2022F

GDP growth 2.7 2.3 2.5 2.6 2.6

Consumer spending 2.8 2.3 2.5 2.4 2.3

Industrial production 1.4 -1.2 1.8 2.5 3.3

Investment -2.1 0.4 2.7 3.1 4.1

Unemployment rate (%) 3.8 3.9 3.5 3.3 3.2

Inflation 1.5 1.1 2.1 2.1 2.0

WON/ € (average) 1,298.8 1,287.5 1,297.9 1,338.0 1,352.9

WON/ US$ (average) 1,100.2 1,126.9 1,091.8 1,082.3 1,082.3

Interest rates 3-month (%) 1.5 1.8 2.1 2.5 2.5

Interest rates 10-year (%) 2.5 2.0 2.3 2.8 3.1

ECONOMIC BREAKDOWN

Population 51.2 million (2018F)

GDP (nominal) US$ 1.6 trillion (2018F)

Public Sector Balance 1.2% of GDP (2018F)

Public Sector Debt 43.7% of GDP (2017F)

Current Account Balance 4.7% of GDP (2017F)

Parliament Democratic Party of Korea

Head Of State Moon Jae-in

Election Date

- April 2016 (20th Legislative Election)

- May 2017 (19th Presidential Election)

- April 2020 (21st Legislative Election)

- March 2022 (20th Presidential Election) 

RETAIL SALES GROWTH: 

% CHANGE ON PREVIOUS YEAR

SOUTH KOREA 2018F 2019F 2020F 2021F 2022F

Retail Volume* 2.4 1.8 2.2 2.1 2.0

Note: *annual % growth rate unless otherwise indicated. Figures are based on local currency and in real terms. E estimate F forecast

Source: Oxford Economics Ltd.
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SOUTH KOREA

LARGEST CITIES

CITY POPULATION

Seoul 9,770,216

Busan 3,434,091

Incheon 2,956,513

Daegu 2,455,829

Daejeon 1,486,647

Gwangiu 1,458,930

Suwon 1,199,599

Ulsan 1,152,800

Changwon 1,051,118

Goyang 1,044,179
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MAJOR DOMESTIC FOOD RETAILERS

Emart, Homeplus, Lotte Mart, Kim’s Club, Nonghyup Hanaro Mart

MAJOR INTERNATIONAL FOOD RETAILERS

Costco

MAJOR DOMESTIC NON-FOOD RETAILERS

Samsung, LG, Shinsgae, Lotte, Eland

INTERNATIONAL RETAILERS IN SOUTH KOREA

Louis Vuitton, Cartier, Burberry, Gucci, Zara, H&M, Uniqlo, Gap, Abercrombie & Fitch, Ted Baker, Diesel, Tiffany. 

Carolina Herrera, Moncler, Dior, Muji, Under Armour, Drake’s, COS, Theory, DKNY, Forever21, Patagonia, The North 

Face, Mossimo, Levi Strauss & Co.

FOOD AND BEVERAGE OPERATORS

Coffee Bean, Starbucks, Cafe Bene, Ediya Coffee, Vapiano, Jonny Rocket, Burger King, McDonalds, Dean & Deluca, 

Shake Shack, Dairy Queen, Taco Bell, Dunkin Donuts, Baskin Robbins, KFC, Pizza Hut, Popeyes, Wolfgang Steak 

House.

SOUTH KOREA
RETAIL OVERVIEW

TYPICAL HOURS

DEPARTMENT STORES HIGH STREET

10.30 – 20.30 11.00 – 22.00

NEW ENTRANTS TO MARKET

Sephora B. Pattiserie Juul Breitling Tudor

Givenchy Kids Daniel Wellington Kitsuné The Alley Victorinox

GU Brooks Running The Conran Shop BrewDog Cong Caphe

Rossmann Granit A-mont N21 Tiger Sugar
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The South Korean market is still in its 

infancy compared to Europe and the United 

States. The market has only been open to 

foreign retailers in the last twenty years 

and the large department stores of Lotte, 

Shinsegae and Hyundai dominate the 

market place. High street retailing -

although changing - is still very much 

focused around ‘mom & pop’ stores and 

there are only a few pockets of good quality 

high street retail.

Shopping malls are a new addition to the retail scene in 

South Korea and they are mainly centred around Seoul 

and the surrounding Gyeonggido province. The high price 

of land and low amount of foreign direct investment (FDI) 

in the retail market has meant that existing shopping 

centres tend to be small with a poor tenant mix.

As the power of department stores in the Japan market 

has dwindled, Korean department store owners have pre-

empted this potential loss in revenue by buying up 

strategic pieces of prime real estate that they are able to 

develop their stores on as an anchor, with a more western 

style shopping mall adding to the experience. An example 

of this is the Lotte Gimpo Mall which has a large Lotte 

department store centred around a mall with the likes of 

Zara, H&M, Uniqlo etc.

SOUTH KOREA
RETAIL SCENE

Historically the most prominent and most expensive high 

street retail area in South Korea has been Myeongdong. 

The area is surrounded by a large office core with good 

transportation links and is the country’s number one 

tourist destination. The area has always been the 

launching ground for new retail brands entering the 

market whether through high street standalone stores or 

the giant department stores in the area.

South Korea is one of the biggest e-commerce markets 

worldwide. Figures suggest that the retail e-commerce 

volume in the country will grow to 32.56 billion U.S. dollars 

by 2021, up from 19.12 billion U.S. dollars in 2016.

There are two main ways in which retailers enter the 

Korean market. Although there are no restrictions allowing 

100% owned foreign brands to enter the market place, 

historically local partner franchises/ joint ventures have 

been the preferred method.

A handful of companies control the market with big 

conglomerates such as LG and Samsung both having 

large retail fashion arms operating domestic and foreign 

brands. In recent years, however, the trend has changed 

and many of the Luxury and SPA brands such as Louis 

Vuitton, Gucci, Burberry, H&M, Ralph Lauren, Coach, 

Mango and A&F have decided to open up their own direct 

operations.

Many luxury retailers have purchased their own high 

street stores in order to take advantage of a rising 

property market and avoid quickly increasing rental levels. 

There is no restriction on foreign ownership of land.

Finding suitable locations to open up stores can be 

challenging. Demand from both local and international 

retailers is very strong and supply is limited. Generally it 

takes between 6-12 months to secure a suitable property.
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SOUTH KOREA
SHOPPING CENTRES

TOP SHOPPING CENTRES BY SIZE

NAME CITY SIZE (GLA SQM) YEAR OPENED

Starfield Hanam Hanam 459,517 2016

Lotte World Mall Jamsil 383,470 2014

Starfield Goyang Goyang 365,000 2017

Lotte Mall Gimpo 314,000 2012

I park Mall Seoul 272,157 2004

Coex mall Seoul 182,700 2000

D cube City Seoul 180,000 2011

Square One Incheon 169,000 2012

One Mount Mall Ilsan 151,471 2013

Metapolis Mall Hwasung 147,017 2010

Times Square Seoul 126,800 2009

IFC mall Seoul 89,000 2012

Up Square Ulsan 66,000 2013

Podo Mall Seoul 40,000 2009

Noon Square Seoul 24,000 2009



7Cushman & Wakefield | South Korea | 2019

SUB-HEADING 

SOUTH KOREA
KEY FEATURES OF LEASE STRUCTURE

KEY FEATURES OF LEASE CONSUMER PROFILE

ITEM COMMENT

Lease Terms

Traditionally leases in Korea have been between 3-5 years (lately, 5-year-leases have become more common than 3-year-leases). The trend 

has been for both the landlords and tenants to have flexibility. As MNCs such as H&M, Zara, Nike etc. have all started to open up their own run 

stores, this short term lease arrangement was insufficient for the investment put into the fit outs and therefore longer leases have been started 

to be granted. Generally now in the high streets 7-10 years is achievable and the shopping centres granting in excess of 10 years.

Rental Payment

Rents are paid monthly in advance on the high streets and are normally fixed. In the shopping malls generally top up turnover rents are paid 

and in very rare cases turnover only is paid. In the department stores only a percentage of turnover is paid. Rental deposits here are high 

compared to global standards. Often deposits of 15-24 months are required. The deposit is entirely refundable at the end of the lease and as a 

rule of thumb, the higher rental deposit you pay, the less monthly rent is due.

Rent Review Generally the first two years are fixed and then the yearly increase is linked to CPI plus a negotiated percentage.

Service Charges, Repairs and 

Insurance

A service charge is usually payable in multi tenanted buildings and covers management fees, security and cleaning of common parts. The 

tenant is responsible for their own repairs and insurance of their premises.

Property Taxes and other costs 10% VAT is added to the rent

Disposal of a Lease
Generally landlords do not allow this and all negotiations for a surrender must go through them. There is generally no automatic right to renew 

the lease at its termination

Valuation Methods

Due to the high deposit level which vary from building to building there is no industry standard to perform exact valuations. In order to 

standardise rents and to fully appreciate the real costs of the rental, C&W take a yearly 12% of the deposit rate and add that to the monthly 

rental to create parity between deals.

Legislation Each landlord tends to have their own standard lease format and there is no regulated body which provides advice on creating these.



No warranty or representation, express or implied, is made to the 

accuracy or completeness of the information contained herein, and the 

same is submitted subject to errors, omissions, change of price, rental 

or other conditions, withdrawal without notice, and to any special 

listing conditions imposed by our principals.
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