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INTRODUCTION

he housing sector in Nigeria plays a

critical role in the economy and the

overall well-being of its citizens.
Access to affordable and adequate housing
remains a significant challenge, with a large
portion of the population without adequate
housing and limited options for
homeownership. The housing market in
Nigeria is marred by diverse factors such as
rapid urbanization, population growth, and
socio-economic dynamics. Despite efforts to
address housing deficits, the gap between
demand and supply remains substantial,
leading to affordability challenges for many
Nigerians caused by a combination of low
income levels, high double-digit interest rates,
poor credit awareness/culture, inadequate
affordable housing supply, and high inflation.
To address some of these challenges, various
stakeholders, including government agencies,
developers, financial institutions, and
international organizations, are involved in
initiatives to promote access to affordable
housing and homeownership.
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The current administration has designated
housing as a major priority in its “Renewed
Hope” agenda and has made critical reforms to
realise the presidential deliverables for the
sector. Major changes include the creation of the
Ministry of Land, Housing and Urban
Development (demerged from the previous
Ministry of Works and Housing) and the
inauguration of four Reform Task Teams
focused on tackling key areas within the sector:
Housing Institutions reform, multi-agency
project delivery, land reform, and buildings
material manufacturing.

Despite these ongoing reforms, macroeconomic
challenges faced within the country coupled
with recent monetary policy directives have
exacerbated the supply and demand side
challenges of the affordable housing sector,
hampering the ability to deliver housing at
modest price points, and weakening
affordability amongst the already constrained
population. With inflation above 30%, driven by
exchange rate volatility, elevated food prices,
and high input costs, the Central Bank of Nigeria
(CBN) has responded with a series of interest
hikes and other contractionary policies to mop
up system liquidity and attract foreign portfolio
investments. Whilst we await the effects of this
policy on the economy, the housing sector will
undoubtedly take a hit in the short term due to
hikes in building materials/construction costs
and mortgage affordability due to elevated
interest rates.

This publication leverages primary data from
the NMRC Research team and secondary data
from various sources including the Central Bank
of Nigeria (CBN), the National Bureau of
Statistics (NBS), the World Bank, and other
credible industry sources. It aims to provide
valuable insights into the challenges faced with
mortgage affordability in Nigeria.
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Macroeconomic Indicators

Parameter

Inflation Rate %

Q12024
33.20
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Q42023 | Q32023

22.79 19.64

Direction of
Change

Exchange Rate

NGN/USD

1330.76

899.39 | 768.76

GDP Growth Rate %

N/A

3.46 2.54

MPR %

24.75

18.75 18.75

Prime Lending %

26.55

14.17 14.32

Maximum Lending %

N/A

26.62 27.24

Data Source: Central Bank of Nigeria, Nigerian Bureau of Statistics

Major Economic & Housing Sector Highlights

IMF Executive Board concludes
post financing assessment (PFA)

In January 2024, the Executive
Board of the International
Monetary Fund (IMF) concluded
the PFA and endorsed that
Nigeria’s capacity to repay the
Fund is adequate.

Cement prices
reach all time high

The prices of Dangote
and BUA cement bags
rose to N10,000 and
N15,000 respectively
per 50kg bag in
February 2024.

Rising Inflation

February inflation
figures (31.7%) showed
an increase by 1.80%
compared to January
(29.9%). Urban inflation
33.6%, rural inflation
29.9%.

Inauguration of
Mgt. Teams of
FMBN & FHA

The new mgt teams
were inaugurated
by the Federal
Minister on 19th
February 2024

CBN holds first MPC CBN MPC further
for the year raises MPR

The CBN Monetary Policy The CBN MPC further
Committee (MPC) announced | [ increased the MPR by

a significant increase in
benchmark interest rates by
400 basis points to 22.75% as
part of moves to drastically
curb inflation. CRR increased
to 45% from 32.5%. Liquidity
ratio maintained at 30%.

200 basis points to
24.75%. The
asymmetric corridor
was changed from
+100/-700 to +100/-
300. CRR and liquidity
ratios remained the
same.

Inauguration of
Delivery Task Team

The Perm. Sec, Federal
Ministry of Housing &
Urban Development
has inaugurated a task
team on Presidential
priorities and
addressing the
Ministry’s deliverables

CBN announces Bank
Recapitalization

CBN announces minimum
recapitalization
requirements for
Commercial and Merchant
banks. international
operations (N500bn),
national licenses (N200bn),
and regional licenses

(N50bn).

Data Source: Central Bank of Nigeria, Nigerian Bureau of Statistics, Nairametrics, Proshare
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Mortgage Contribution to the Economy

Historically, mortgage penetration has been almost non-existent in Nigeria despite efforts by
various administrations to address this. The Federal Mortgage Bank of Nigeria (FMBN) was
set up in the 1970s and there have been various banking and mortgage sector reforms,
including the commencement of the Nigeria Mortgage Refinance Company (NMRC) Plc in
2015 to provide longer-term funding for commercial and mortgage banks by raising funding
from the capital market. However, mortgage to GDP ratio has remained less than 1%. This has
meant that the country has failed to harness the benefits of a functioning mortgage system,
which include:

Facilitating Homeownership

Stimulating Construction and Real Estate Sectors

Encouraging Savings and Investment

Enhancing Financial Inclusion

Strengthening Capital Markets

Supporting Government Policies and Objectives

Research Insights

Understanding Homebuyer Preferences and Challenges:
Insights from the Africa International Housing Show 2023

This research report presents findings from a survey conducted by the NMRC Research team
at the Africa International Housing Show (AIHS) in 2023, aimed at understanding the
preferences and challenges of homebuyers in Nigeria. The AIHS is an annual event, held in
Abuja, Nigeria, that features prominent stakeholders in the construction and housing industry
from all over Africa. The show serves as a platform for stakeholders to engage with housing
and real estate issues. Through a comprehensive analysis of responses from over 241
participants, the paper sheds light on key factors influencing homebuying decisions and
highlights significant challenges faced by prospective homeowners. The findings offer
valuable insights for policymakers, developers, and other stakeholders seeking to address the
housing needs of Nigerians.

The survey was conducted using structured questionnaires distributed to attendees of the
Africa International Housing Show. A total of 241 participants responded to the survey,
providing insights into their preferences, challenges, and expectations regarding
homeownership. The questionnaire covered various aspects, including preferred housing
types, location preferences, financing options, and obstacles encountered in the homebuying
process.
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Demographic Overview

Gender Distribution Age Distribution Marital Status
Gender ®Male ® Female 73% Marital Status ® Married @ Single ® Divorced ® Widowed
2%
27%
34%
22%
63%
73% 5%
1830 32-50 51-
Education Background Employment Status Residential Status

33%
32%
Graduate 590% 29% Rent/Lease 86%
Post-Graduate - 27% Privately owned 39%
Secondary % Family owned 5%
1% 0%
— 0

Private Sector Government Self-employed Unemployed Retired

Data Source: NMRC Research

Housing Demand

° Preferred Housing Types: The survey revealed that there were no significant
preferences in terms of house types for respondents. Apartments and condominiums
were preferred by 27% of respondents, with bungalows a close second at 22%.
Detached or semi-detached houses were preferred by 15% and terraced units by 13% of
survey participants. Interestingly, 20% of respondents would rather purchase bare
land/plots and build their own properties. There was a distinction in terms of property
sizes with a majority of respondents (70%) ideally wanting 3-4 bedroom properties.
This may reflect the need for space for family, given that 63% of survey participants
were married.

° Location Preferences: Proximity to essential amenities such as schools (9%),
healthcare facilities (7%), and shopping centres (7%) emerged as important factors
influencing respondents' choice of location for purchasing a home. However, most
respondents (55%) cited proximity to their workplace as the most important
determinant of their choice of location for home purchase. Accessibility to
transportation networks (14%) was the second most important consideration among
survey respondents. These results may reflect the significant gender bias with 73% of
respondents being male. The priority to reduce commuting time and costs outweighing
lifestyle choices.
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Important Amenities
55%
14%
9% 7% 0
() 7% 5% 4%
B e
Proximity =~ Proximity Proximity = Accessto Access to Other Access to
to to public toschools healthcare shopping recreatio...
workplace transpor.. facilities centres/.. areas
Data Source: NMRC Research
° Ownership Preferences: When asked about housing ownership options, the survey found

that most respondents (65%) indicated a preference for mortgage financing, highlighting
the need for accessible and affordable mortgage products. Buy and build schemes were
identified as a home ownership option by 29% and 6% of respondents preferred buying
outright as their option, citing reasons such as not wanting to be saddled with long term
debt and not wanting the stress associated with the construction processes in Nigeria,
although these were not explicitly stated in the survey responses but were observed by the
NMRC Research team.

Options to own a Home
6%

Options to own a Home
O,

29% ® Mortgage

@ Buy land and build

@ Outright purchase
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Mortgage Insights

° Affordability: The inability to afford mortgages due to low income/salary (37%), high
interest rates (31%), and other factors (23%) remain the major hindrances to mortgage
penetration amongst the survey respondents. The majority of respondents (53%) earned a
monthly income of between N100,000 to N500,000 and the next band of respondents
(11%) earned between N500,000 and N1 million. At the lower end of the scale,
respondents that earned below N100,000 represented 26% of the participants and those
that earned N1 million and above monthly were amongst 8% of the respondents. Despite
the modest income levels, a staggering 76% of the respondents indicated that they had
potential mortgage equity contributions of between N1 million to N5 million, and their
estimated budgets for property purchase ranged from N1 million to N5 million (36%), N5
million to N20 million (34%) and N20 million to N50 million (21%). According to recent
data from prominent property websites, nigeriapropertycentre.com, and propertypro.ng,
the average price of a 3-bed apartment in Abuja ranges between N70 million to N75 millon
indicating a clear disparity between sale price and buyer affordability. To put into context,
a N10 million mortgage over 10 years at the prevailing interest rate of around 25%, would
require a person to be earning a net monthly income of at least N700,000 to be able to
afford the monthly mortgage repayments.

Mortgage Challenges

Low income or salary Other (please specify):

High interest rate
. 23%

Job loss or lack of... [ R...

7% 2%

Property Budget Monthly Income

40% 9% —\

12%—
Monthly Income
©® N100,000-N50...
—354% @ Below N100,000
- 26% —" ® N500,000-N1,0....
I

® ve N1,000,000
N1,000000-  N5000,000- N20,000,000- N50,000,000- Abo ’ !
N5,000,000 N20,000000 N50,000,000 N200,000,000 N200 ooo 000

30%

20%

10%

Data Source: NMRC Research
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° Awareness & Demand: Despite the general perception that mortgage awareness was very
low in Nigeria, a larger proportion of respondents (60%) were aware of the mortgage
process, which corresponded to the 60% of respondents that had previously applied for a
mortgage. However, survey participants (56%) showed a lack of awareness of the current
mortgage interest rates and 57% were not aware that they could access up to 25% of their
retirement savings account (RSA) balances as equity contribution for a mortgage. Given
that the RSA policy was recently introduced by the National Pension Commission
(PenCom), the level of awareness amongst respondents is fair. However, it must be noted
that respondents attending the AIHS, would be presumed to be better informed about the
housing and mortgage sector than the general population.

Preferred Mortgage Institution

46%

22%
15%
8% 7%
.
Primary Non-Interest Micro Finance  Merchant Cooperative = Commercial
Mortgage Bank Bank Bank Society Bank
Bank

Data Source: NMRC Research

Factors for considering mortgage provider

Other (please specify) 3% —\ [~ Customer service 2%

,— Flexibility in repa.. 11%

Loan terms and conditions
29%

N— Interest rates 51%

Data Source: NMRC Research
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° Customer Experience: Survey respondents who had previous experiences in
mortgage applications rated their experience as mainly positive (21%) or gave a neutral
response (25%). 10% of respondents described their experience as being very positive
with only a handful recording negative (6%) and very negative (2%) outcomes.
Unfortunately, the survey did not capture the reasons why some respondents recorded
negative experiences but it could be inferred that it was due to their inability to secure a
mortgage. This provides positive feedback to primary mortgage institutions in their
understanding of the customer journey map and reflects in the responses by participants
on their preferred institution to approach for a mortgage being Primary Mortgage
Banks (PMBs) at 46% and commercial banks (22%). A small number of respondents
selected non-interest banks (14%), Microfinance Banks (8%) and Cooperative
Societies (7%) as preferred institutions to approach. Interest rates (51%), loan terms
and conditions (29%), and flexibility in repayment options (11%) were the key factors
that influenced the respondents’ decisions in selecting a mortgage provider.

Key Takeaways

The survey identified several challenges faced by potential homebuyers in Nigeria,

including:

° Limited access to affordable financing options, particularly mortgages.

° High cost of housing units makes them out of reach for most Nigerians.

° Inadequate income and equity contribution levels for expected
property preferences.

The reality is that housing affordability will continue to remain elusive to a majority of the
population in Nigeria due to low income levels, coupled with volatile macroeconomic
conditions such as high inflation, elevated (double digit) interest rates and currency
devaluation, which erodes disposable income and the ability to save toward equity
contribution for a mortgage. This is more exaggerated in urban areas, where the higher cost
of' housing units makes it practically unobtainable for the populace.

The survey findings underscore the need for targeted interventions to address the housing
challenges Nigerians face. Policymakers and stakeholders in the housing sector must
prioritize initiatives to expand access to affordable financing through mortgages, promote
sustainable urban development, and streamline property acquisition processes.
Additionally, efforts to improve mortgage awareness and encourage clustered cooperative
models could enhance mortgage affordability and home ownership in urban communities
and contribute to overall socio-economic development.
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Research Team

Ibrahim A. Shelleng Chidinma Okere-Kadiri Chiamaka Udeh

ishelleng@nmrc.com.ng | cokere-kadiri@nmrc.com.ng | cudeh@nmrc.com.ng

Upcoming Housing Industry Events
J U U L J U U U

WOMEN, WEALTH & REAL FUTURE CITIES - AFRICA
ESTATE CONFERENCE GREEN BUILDING
(WWR) SUMMIT
June 20, 2024 July 17 - 19, 2024
Lagos Lagos
T 1
® ® [ 1 1

UUUU

AFRICA INTERNATIONAL
HOUSING SHOW (AIHS)

July 22 - 25, 2024

Abuja
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DISCLAIMER

Please note that certain information included in this
document has been obtained externally from various
sources unrelated to NMRC, and the contents of this
publication are strictly intended for information
purposes ONLY.

This publication does not constitute an investment
advice. Please consult a professional prior to making
any investment decisions.

Nigeria Mortgage Refinance Company Plc
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