
RESIDENTIAL REAL 

ESTATE

MARKET OUTLOOK



“Owing to favourable factors of urban 
population expansion, housing 
shortage and high demand for 
affordable housing, the residential 
property market in Nigeria remains
one of the best to explore.



PROMISING

SECTOR

According to a January 2015 

report by CBO Capital, the real 

estate sector was valued at 

$13.65bn and contributed 8.26% 

to real GDP in the fourth quarter 

of 2015. Every year, the 

Nigerian property market is 

projected to grow at 10%.



LAST YEAR

There was significant trading activity in the middle and low market 

segments compared to prime residential properties. Economic 

pressures of inflation, oil price crash coupled with dollar inflation 

pushed many to the wall and the new Buhari administration was not 

good news to hoarders of ill-gotten wealth.  Luxury residences in 

Abuja, Lagos and Port Harcourt were trading at lower prices to 

attract more buyers and perhaps get rid of the private houses funded 

with the public purse. Luxury homes, as a store of value, have 

greater sensitivity to economic changes and were faced with low 

demand in 2015.



CHANGE IN DEMAND

A report by Lamudi shows that 2015 was marked with increased demand for rented properties than 

purchase. Many residential projects had been launched between Q3, 2014 and Q3, 2015 including the 

NMRC 10,000 affordable homes, LagosHoms, Eko Towers and many luxury projects. By 2015, many 

houses were on sale but this does not translate to immediate purchase.
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CAUSES OF THE SLOW DOWN IN 

PROPERTY MOVEMENT

▸ High mortgage rates and borrowing costs

▸ Dwindling revenues and low disposable income

▸ Delayed public housing projects due to financial setback from oil price slump

Records show that interest rates charged by banks on real estate/construction, and 

mortgages range between 20 and 30 percent as October, 2015. A developer cannot 

obtain a loan from the bank with an interest rate of 28 per cent and expect to build a 

house and sell it for N5million. 

Consumers were more risk averse, saving for the rainy day and preferring not to make 

lump sum transactions such as that involved in buying a house, especially an 

expensive one. 

Public housing projects such as the LagosHoms had slowed down in 2015; the chief 

reason for this being a shortage in finance according to contractors.



“Sale prices in many prime areas are driven by 

perception of what might be possible. 

Following low demand in the wave of 

economic problems and a weak consumer 

confidence in Nigeria, property prices 

dropped significantly in 2015 especially 

between 3rd and 4th quarter of 2015. 



PRICE MOVEMENT OF A 5 BEDROOM 

HOUSE ON THE ISLAND

The period between Q3 and Q4, 2015 recorded a significant drop in house prices. Prime locations like Ikoyi 
and Victoria Island were worst hit by price shocks. Gloomy economic outlook had created an excess supply 
of houses above consumer demand. An exception to the trend is a new development area such as Ibeju Lekki 
with houses ranging from 15M-25M. The price movement in Lekki had been moderated by housing projects 

in areas like Osapa, Agungi and Ikate. 

 -

 50,000,000.00

 100,000,000.00

 150,000,000.00

 200,000,000.00

 250,000,000.00

 300,000,000.00

Q2, 2015 Q3, 2015 Q4, 2015 Jan-Feb, 2016

S
a

le
 P

ri
c
e

s
(N

G
N

)

Ajah

Ibeju Lekki

Ikoyi

Lekki

Victoria Island

19%

-2%

-9%

-4%

-1%



“Expensive houses in prime locations such as Ikoyi and 

Victoria Island are more prone to economic pressures. 

In the previous slide, we saw prices fall by 9% and 4% 

in Ikoyi and Victoria Island, using a 5 bedroom house 

for instance. Compared to a lower and middle income 

segment such as Ibeju Lekki which witnessed a price 

appreciation



PRICE MOVEMENT OF A 5 BEDROOM 

HOUSE ON THE MAINLAND

Agege, Gbagada and Magodo experienced a positive change with sale price in Agege topping with 40% increase, 
Gbagada, 18% and  Magodo, 12% between Q3 and Q4, 2015. These places have a mix of low and average priced 
houses suitable for middle income groups and are most likely to appreciate in price compared to city centers such 
as  Maryland and Ikeja.

 -

 50,000,000

 100,000,000

 150,000,000

 200,000,000

 250,000,000

Q2, 2015 Q3, 2015 Q4, 2015 Jan-Feb, 2016

S
a
le

 P
ri
c
e
s
 (

N
G

N
)

Agege

Gbagada

Ikeja

Magodo

Maryland

+18%

+12%

-4%

-7%

+40%



“We already saw a shift in demand for residential 
property. People are engaging less in lump sum 
transactions like that of buying a house and renting 
more. We expect sale prices will continue to drop if the 
present economic crisis persists. Savvy investors could 
take advantage of falling prices and buy houses for 
investment. 



Typical 
consumer 
behaviour
Apartments in prime locations of Victoria Island 
and Ikoyi command high rent prices at an average 
of $80,000(USD) per annum. Compared to other 
luxury apartments, substitutes in the nearby 
locations like Oniru and Parkview are rented for 
about N4M and N6M per annum respectively. 
Such properties will appeal to tenants who can no 
longer afford high rise apartments.

Substitute goods are two goods that 
could be used for the same purpose.
If the price of one good increases, 
then demand for the substitute is 
likely to rise.
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COMPARING RENT PRICE MOVEMENTS 

OF A 3 BEDROOM FLAT ON THE ISLAND
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Luxury properties usually priced in 
dollars in the prime locations of 
Banana Island had rents first pushed 
up to 21,500,000, due to devaluation 
of naira, in early Q3, 2015 from its 
previous 16 million in Q2

Rent increased generally in Victoria 
Island, Lekki and Ajah while prices 
but dropped in Ikoyi between Q3 and 
Q4, 2015. Ajah made a slight increase 
of 2.97%. High rise apartments in 
Banana Island  cost as high as 
$80,000(USD) per annum. 

Developers have also dropped prices 
by 20% in prime locations to soothe 
buyers. Pressure on nearby locations 
such as Oniru and Ikate for cheaper 
substitutes priced in naira pushed up 
prices in these areas .
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RENT PRICE MOVEMENT OF A 3 

BEDROOM FLAT ON THE MAINLAND
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Surulere, Maryland, Magodo are 
some of the places that 
experienced increase in rent 
prices between Q3 and Q4, 2015 
compared to Isolo and Agege. 
Growth in Gbagada rose by a 
small margin 3.98% compared to 
16.35% increase in Surulere. 
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“With the exception of high end luxury homes which 
are highly sensitive to economic fluctuations, 
apartments in the middle income markets such as 
Ajah, Magodo, Surulere have higher rent 
appreciation and are more immune to economic 
uncertainties; compared to the ones in prime 
locations or less populated areas. 



A BETTER 

MARKET
The brightest spot for investors and 

developers today lies in the middle and low 

income segment 



The Outlook for Residential Property Market 

Despite the economic setbacks, Nigeria is faced with, there 

is a positive outlook for the residential property market 

especially in the low and middle income segment. 

Forecasts of a slower GDP growth in the near future and a 

weak naira that risks pushing up the cost of new 

developments are significant short falls but developers 

should have no shortage of potential buyers particularly in 

the lower and middle income segments when properties 

are backed by flexible payment plans.



HOUSING SUPPLY IMBALANCE

The lower income class, which majority of Nigerians 

belong to, is largely underserved in terms of housing 

delivery. 87% of the total household population in Nigeria 

live in rented apartments. Buying a house is one of the 

largest expenses the average working class will ever 

make; an applauded deed for many.

Lagos is poised to experience an over supply of luxury 

homes than any other city in Nigeria. The low and middle 

income market is often overlooked and leaving a gap in 

the property market while many homes go unsold.   



“In an economic recession, people are more risk 

averse and will not want to make lump sum 

payments in purchasing a house. To reap the 

most from this market, developers should create 

payment plans such as monthly installments 

which appeal to the low and middle class who 

are not ready to make outright payments. 



TARGETTING THE LOW-MIDDLE INCOME MARKET

A study by Standard Bank Group revealed that Nigeria’s middle 

class stood at 23M people as at 2014, which is 12.9% of the 

year’s population. Nigeria’s middle class jumped six-fold in 14 

years as economic growth spiked between 2000-2014 with the 

return to democracy and increase in private sector investments.

Nigeria is classified as a lower middle income economy with 

majority of working graduates earning between N75,000 and 

N150,000 monthly for entry level jobs. The middle class usually 

earn between N250,000 and N500,000. 



“A recent report by African Development 
Bank estimates that the suitable house price 
for a middle income market stands between 
N15M and N35M.



“The developers who will benefit the most 
from the thriving residential property 
market and an unstable economy are the 
ones who build houses selling between N15M 
and N35M backed by long term payment 
plans that span for at least 10 years.



AREAS WITH HOME SALE PRICES: N15M-N35M 

TOP AREAS
Mainland
• Ikorodu
• Alimosho
• Isheri
Island
• Agungi,Ikota, Osapa, 

Chevy View Estate in 
Lekki 2

• Sangotedo Axis, Ado, 
Abraham Adesanaya 
in Ajah 



Mainland: Ikorodu

This city commands cheaper 

land prices and building 

comes at no sandfilling costs 

unlike the housing projects 

on the island.  These areas 

command low rent and land 

sale prices and with 

existence of waterways 

which connects to business 

districts on the island. 



Island: Sangotedo

Modern houses, rising number of 

estates and increasing population 

are many of the attractive 

demographics that we find in 

Sangotedo. This area is poised to 

experience capital appreciation and 

generate higher returns compared 

to many other places on the island. 

Sangotedo is home to many estates 

and institutions including Abraham 

Adesanaya, Mayfair Gardens and 

the Lagos Business School.



These towns are already 

experiencing a quiet rush 

and a surge in population 

density. A rise in number 

of new buildings, on-

going infrastructure 

works, transport links 

and public amenities are 

many of the 

developments shaping 

these cities.

TRENDS IN THESE CITIES

Trends in housing 

development in these 

areas reveal that 

developers are making 

good use of space and 

giving more value for every 

penny. Higher quality of 

finishing, better structures, 

lower prices, excellent 

transport networks and 

proximity to public 

amenities.  



“With the slow economic growth, the low-
middle income property market are the best 
cities for smart investors. These properties are 
not just affordable but have higher population 
growth and also offer high returns.  



THANKS!

Any questions?
You can find me on 

@rigbinoba 

rigbinoba@pisonhousing.com


