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Housing is recognized as one of the most important in man’s hierarchy of existential needs. The Nigeria 
Constitution, specifically section 16(1)(d) of 1999 under the Fundamental Objectives of State Policy, compels the 
Nigerian State “to provide suitable and adequate shelter for all citizens”  

 The need to have access to decent, safe and sanitary housing accommodation at affordable disposal prices has 
been a mirage to most Nigerians especially the middle and low income segment of the society. This is because 
housing entails large capital financial outlay, which is beyond the surplus accruable to families after caring for 
other existential needs of food, clothing, medicals, transportation and other family needs. Hence, the huge deficit 
of housing in the Country. 

As the then Finance minister Ngozi Okonjo Iweala pointed out in 2012, “Nigeria’s significant housing demand has 
been estimated at 17 million, with an additional 2 million units needed every year. Labour impact assessment 
studies in countries with similar demographics and economies as Nigeria, estimate that at least 5.62 direct jobs 
can be generated with every new home, and 2.48 indirect jobs in housing-related expenditures. So far, our country 
has yet to realize this potential. In 2012, housing, construction and real estate accounted for only 5.54 percent of 
our GDP. This figure is low in comparison to many other developing countries. Addressing the housing deficit will 
have a game-changing impact on our society and our communities. Globally, there is a strong consensus that the 
development of the housing sector is important for stimulating economic growth and job creation in any economy.

Introduction

REDAN 2



Determined efforts have been made by successive administrations in Nigeria in housing delivery 
intervention through various policies and programmes, either as a provider in the 70’s and 80’s; and as 
facilitator and enabler in recent time. However, no meaningful achievement has yet been recorded vis-à-
vis the increasing housing requirement in the country due to the considerable gap between delivery cost 
and purchasing power as well as dearth of mortgage products, not just based on interest rate and tenor, 
but that are cognizant of the prevalent challenges and constraints. 

Given the reality that savings as a means of home ownership is not feasible, the recourse to mortgage 
loan facility is imperative to fulfil the need. The National Housing Fund (NHF) Scheme being managed by 
Federal Mortgage Bank of Nigeria (FMBN), was thus put in place in 1992.  

Since the mortgage as a debt must be repaid from income over a given period of time, after the initial 
payment of equity contribution ranging from 10 – 30% of the cost of housing, whether through the use of 
the worker’s savings or via a mortgage scheme, the issue of income, and thus the question of 
affordability is imperative.

Introduction (cont.)
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The current average cost of a two bedroom unit in Abuja, Lagos, Port Harcourt, Enugu, Kano and Kaduna, for 
example, is put in the region of N8 million. The repayment of a loan of N8 million over a period of 15 years at 
6% interest rate if one gets a Federal Mortgage Bank of Nigeria (FMBN) loan under the National Housing Fund 
(NHF) Scheme (which is the cheapest in the contemporary housing finance in Nigeria), is N67,508.85 monthly. 
A prospective mortgagor-applicant must earn at least N202, 526.55 per month to be able to get the said loan 
amount. 

A maximum repayment-to-income (RTI) ratio of 33.33% which infers that not more than one third of borrower’s 
monthly income be used for the loan servicing, in conformity with the International Labour Law is generally 
adopted in the country and is diligently applied by the FMBN in its appraisal of mortgage loan request. 

Other conditions applied by the FMBN and Primary Mortgage Banks (PMBs) is that the applicant must 
provide down payment (equity contribution), for the house to be purchased. Accordingly, the maximum loan to 
value of the property is between 70% - 90%. In addition, the appraisal of the loan recognizes the age limit of 
the applicant during which period the loan must be repaid to be 60 years. 
To satisfy the monthly affordability challenge of repaying a mortgage loan, the following must be equal to 33% 
of the applicant’s monthly income: 

 (A)- 1/3 of Income = (B) Monthly Loan Repayment of House, where 
 B) - Loan Repayment for a House is determined by: (C) - Cost of House, (D) - Tenor, (E) -        Interest rate, (F) Age 

of Applicant. 

REDAN

Affordability Challenge
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Simulating the Consolidated Public Service Salary Structure 
Effective 23rd March, 2011 for Federal Civil Servants from 
Grade Level 1-17 (table 1) and the FMBN NHF Affordability 
(Loan) Table (table 2) for loans from N1m – N15m at 6% 
Interest Rate, what is apparent is that No Civil Servant from 
Levels 1-10 can repay a loan of N5m over a period of 15 
years.

Income Challenge (Cont.)
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Income Challenge (cont.)

G/L 

(Step)

33% of Monthly 

Salary / to

Loan Repayment over 15 Years Remarks

    N 5 m N 8 m N15m  

10/15 36,767.63 42,192.84 67,508.55 126,578.52 Not Qualified

12/11 41,847.25 -do- -do- -do- Not Qualified

13/11 45,929.25 -do- -do- -do- Qualified for N 5m Loan

14/11 50,325.66 -do- -do- -do- Qualified for N 5m Loan

15/9 65,642.77 -do- -do- -do- Qualified for N 5m Loan

16/9 80,560.36 -do- -do- -do- Qualified for N 8m Loan

17/9 151,448.22 -do- -do- -do- Qualified for N15m Loan
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➢ Note: The monthly salaries referred are gross income; which has not taken into consideration deductions such as 2.5% of 
National Housing Fund, 7% of Contributory Pension, National Health Insurance Scheme, and other statutory deductions. 

From the foregoing, it is glaring that few Nigerian civil servants (or self-employed persons at 
the lower rung of the income strata) can afford loan of N5m and above. Considering the fact 
that an estimated 70%-80% of Civil Servants are on grade level 1-10, it is obvious that most 
Federal Civil Servants can hardly qualify to buy a house of over N5m. The challenge is more 
glaring, if one notes the fact that State and Local Governments workers earn less than what 
is obtainable at the Federal Level. 

Affordability Gap 
It is therefore, evident that Affordability Gap, which is the difference between the 

required monthly mortgage repayments for a house and the maximum 33% that 
can be deducted from the total take-home-pay of a prospective homeowner, is an 
endemic factor plaguing the Nigerian citizenry in their quest for homeownership.

Income Challenge (cont.)
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The cost of Land is expensive especially in the urban areas. Security concerns and the menace of 
"area boys", ‘omoniles’ (youth who claim beneficial interest in the land by virtue of being indigenes 
or members of the community proximate to its location), etc, is an add an unquantifiable 
dimension. 

The cost of Construction materials is also very high. For example, cement a major component, has 
just experienced a 40% hike in price, and other building materials are following a similar trend.  
The cost of labour, given the general rise in inflationary rate in the country has significantly 
contributed to the high cost of houses which aggregate to make it expensive even as the dearth of 
skilled artisans implies either low productivity or compromised quality, or both, thus aggravating 
the problem. 

Primary infrastructure to the Estate boundary is supposed to be provided by government while 
developers provide secondary or on-site infrastructure. What is obtainable in many cases, is for the 
Developers to provide both, thereby escalating the cost of the houses. Also the preponderance and 
preference for bungalows and low rise units means that the proportionate cost of infrastructure 
provision is often as high as the direct cost of the house itself.

Factors Aggregating for High Cost of House
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Associated with the above is the fact that the cost of land titling and 
registering property (which is a prerequisite for mortgage loan documentation) in terms of 
cost and time, constitute another burden. 

  
The cost of funds, given the prevailing economic conditions is at an average of 25 – 30%, 
while loans for construction can rarely be given for more than a one year tenure, even when 
not less than two years are required to complete the project and sell the houses - a clear 
funding mismatch.  

Absence of tax incentives and concessions to attract investors to, and reduce the cost of 
doing business in affordable housing provision, is a major challenge to affordability. 

These and other factors have made the cost of construction of residential housing to be high 
and out of the reach of the average Nigerian.

Factors Aggregating for High Cost of House(cont.)
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The Federal Mortgage Bank of Nigeria (FMBN), manages the National Housing Fund (NHF) scheme which was 
established by Act 3 of 1992 to enable Nigerians in all sectors of the economy, particularly those within the low 
and medium income levels, who cannot afford commercial housing loans, such as civil servants, traders, 
artisans, and commercial drivers etc., to own houses. 
 
The Act stipulates that funding of the scheme will come from mandatory contribution of 2.5 percent of monthly 
income of workers earning N3,000 and above per annum, in both public and private sectors; commercial and 
merchant banks to invest 10 percent of their loans and advances portfolio; insurance companies to invest 20 
percent of non-life and 40 percent of life funds in the housing sector, with 50 percent of these directly in NHF 
and; financial contributions of the Federal Government.  
 
Aside from an initial N5 Billion fund from the Federal Government, FMBN has relied solely on the contributors 
as their only source of funds. A grade level 10 step 15 officer who earns N110,303 monthly, contributing 
N2,758 (2.5% of monthly salary), will take 151 years to contribute N5m. Such schemes are meant to have a 
seed fund for its activities. 

Yet over the years Government has been injecting hundreds of billions of naira into other sectors such as media 
and entertainment, with very doubtful outcomes, while seemingly sidelining the housing sector. 

None of the institutions that are meant to contribute to the NHF scheme, has been tasked on why they are not 
contributing, and what needs to be restructured to enable them contribute. Ironically, the Federal Government 
(which is not funding the Scheme) appoints people to run the Bank, while the workers (who are the primary 
contributors) have no say on how the funds are managed, and are not even represented on the board.

THE NATIONAL HOUSING FUND SCHEME
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Knowledge Gap and Enabling Environment 
            a) Knowledge Gap. 
The existing paucity of knowledge and understanding of the paradigm shift that has occurred in approach 
to home ownership, amongst virtually all the stakeholders must be tackled. Housing with its potential for 
shelter satisfaction, employment generation, inclusive economic growth and multidisciplinary nature 
cannot be managed with the current isolationist approach. Stakeholders involved in the products and 
process must be fully aligned in a properly defined and mutually beneficial value chain roadmap 

  

A focused and harmonized institutional capacity development for key stakeholders in the Ministries, 
Departments and Agencies of Government, Developers, Institutes etc will upscale the skills and will not only 
ensure standards and quality of housing delivery, but will reduce waste, transaction time/costs associated 
with current approach. This effort will take the housing sector to the next level. 

We at REDAN have initiated proactive measures to address this knowledge gap by partnership with Shelter 
Afrique, University of Lagos (UNILAG) Centre for Housing Studies and DFID via C-STEmp (the Construction 
Skilled Training and Empowerment Project) to build requisite capacity for our Members, Artisans and 
Tradesmen in the housing industry. 

 

Plausible Ways Out of Housing Affordability 
Challenges
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b) CREATION AND DISSEMINATION OF APPLICABLE HOUSING POLICY 
The Executive at the Federal level working in tandem with Government at the State levels, and the 
organized private sector investors should make the investment climate conducive for business, by 
developing and publicizing a sustainable and inclusive housing policy.  
REDAN in June 2015 organized Stakeholders Workshop to foster the establishment of a HOUSING 
STAKEHOLDERS' FORUM with the aim of BUILDING SUSTAINABLE INSTITUTIONAL CAPACITY, 
identifying and tying up missing links in the HOUSING DELIVERY VALUE CHAIN, and establish a 
continuous MONITORING & EVALUATION framework so as to truly ensure that we are on course to 
provide affordable housing for all. 

c) REVIEW OF REAL ESTATE AND MORTGAGE RELATED LAWS. 
The Real estate and Mortgage related laws which were forwarded to the National Assembly since 
21st February 2006, are yet to be considered. The laws if reviewed will create the desired 
atmosphere for investment. We therefore call on government (Executive/Legislature) and the 
business community to step up advocacy in this respect. This will attract foreign investment into 
the sector. 
 

Plausible Ways Out of Housing Affordability  
Challenges (cont.)
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 d) Provision of Concessions, Incentives, Insurance and Tax 
In order to provide prospective low and medium income-earners in Nigeria with relatively low-
cost housing units, the following should be given as incentives for the delivery of affordable 
housing units in Nigeria on a sustainable basis: 

i.    Mortgage and Title Insurance. Title insurance could be provided for the first        
      time mortgagors. This will incentivize the PMBs to avail mortgage loans to the low   
      income earners.  
ii.  Tax Incentives: 

a).Mortgage Related Instruments to be treated as Tax Free Investment Income. 
b)   Removal of Capital Gain Tax.  

iii   Exemption from VAT 
Relative cost incurred in the process of issuing mortgage related securities should be exempted 
from VAT. This is to encourage issuance of mortgage related securities 

iv.   Waiver of Stamp Duties and Registration Fees 
To reduce the cost of registering mortgage instruments, waiver of the cost of stamp duties, 
registration fees, Deeds Registrations by State Land Registries and FIRS which seldom 
constitute up to 10% of cost of property be waived.

Plausible Ways Out of Housing Affordability  
Challenges (cont.)
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Finance for Real Estate Development and Vibrant Mortgage Market 
a.   Construction Finance 
To stimulate mass housing development which scale down the current trend of individuals 
providing houses through the tortuous traditional method of buying land and building over 
some years, there is the need for policy focus to provide window of financial resources to 
Developers. The FMBN-EDL window which catalyzed mass housing by the provision of 
estate Development Loan at 10% interest rate was shut down in 2012. Since then, our 
Members have to take loan facilities at higher cost to provide housing. 

The Real Estate Developers Association of Nigeria (REDAN) use this forum to call on the 
Federal Ministries of Finance and the Federal Ministry of Power, Works and Housing to 
note that housing and the real estate sector cannot develop without Construction Finance. 
And do refer the Ministries and the World Bank to a Statement of Commitment to the 
sector thus ‘’The World Bank together with Federal and State Governments as well as 
other partners will continue to work on improving the enabling environment for private 
developers to operate. ….. With the introduction of NMRC, State governments are being 
encouraged to reduce the cost of housing delivery, these include making lands easily 
available, timely provision of property titling, providing infrastructure, and reduction on 
transaction costs’ (Source: NMRC Frequency Asked Questions –. Item 7)

Plausible Ways Out of Housing Affordability  
Challenges (cont.)
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b.   Review of Operational Dynamics 
We note the recapitalization effort of Primary Mortgage Banks (PMBs) by the Central Bank to 
N2.5billion and N5billion. Yet, the expected vibrancy to provide mortgage facilities to home 
seekers is yet to be achieved. The liquidity provision by the Nigeria Mortgage Refinance Company 
(NMRC) and the legacy mortgage provided by it to the PMBs may reset them to viability. It is 
expected that PMBs will rigorously market their products to the citizenry to increase awareness 
and patronage. This, include review of processes and use of technology in terms of credit bureau 
via the instrumentality of their umbrella body Mortgage Banking Association of Nigeria (MBAN) to 
upscale their business. 
c.    Review of Mortgage Loan Tenure 
Along this thought, there is the need for the restructuring of mortgage affordability terms. Given 
our cultural inclinations to home ownership, a generational approach to mortgage 
repayment considering the income of more than one willing member of a family can be 
considered in the calculation of affordability index. Father, mother and children who earn income 
can be considered. In this case, a median tenure approach can be factored in thereby giving some 
longevity to the repayment period.  

Plausible Ways Out of Housing Affordability 
Challenges (cont.)
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d.   Mortgage Guarantee and Insurance 
REDAN is aware that part of the $300m World Bank 40 years interest free International 
Development Association (IDA) Concessional loan to Nigeria for housing has the following 
components: 
  
 (i)     US$250 Million for NMRC as Tier 2 Capital 
(ii)     US$25 million for the Establishment of a Mortgage Guarantee Facility for  

 lower income borrower and 
(ii)     US$25 Million to support the development and piloting of Housing  

 Microfinance Products  
While we note that the NMRC has been established, we call for the utilization of the balance of US
$50 Million to make for the vibrancy of the housing and real estate sector. A scheme that provides 
guarantees in the form of mortgage insurance to lenders for loans granted to first time buyers with 
no credit history and low to middle income families once such mortgage loans meet prescribed 
underwriting standards will create the needed tonic for the Mortgage sub-sector.

Plausible Ways Out of Housing Affordability  
Challenges(cont.) 
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Provision of Primary Infrastructure/Subsidy 
Emphasizing what the World Bank stated (as quoted under subhead Finance for Real Estate 
Development and Vibrant Mortgage Market) government should not only allocate fallow lands in 
the dead of the forest or hinterland, but should accompany such allocations for mass housing 
with the provision of basic infrastructure like roads, water and electricity. This is moreso as they 
are part of the major challenge to providing affordable housing, which accounts for about 30 
percent of housing costs. 

  

a.    Land Allocation Direct to Developers / Individuals 
Mass housing land be allocated to Members of REDAN who have genuine interest to develop 
mass housing. The concept of availing the land through Development Lease Agreement to check 
speculators and racketeers of land is welcome. As for those who need small parcels of land for 
single home development, this could be provided. What should be avoided is a situation of 
resale of such land, which though could not be completely eliminated, but measure could be 
adopted to checkmate abuse of the gesture. 
b.    Housing Infrastructure 
Primary infrastructure should be provided by government especially to the mass housing sites. 
This is in respect of all sites, regardless of proximity to the city centre. This will greatly reduce the 
cost of houses.

Plausible Ways Out of Housing Affordability  
Challenges (cont.)
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 Research as Antidote to Reducing High Materials Cost of Houses 
High cost of building materials is a key factor that has led to the high construction cost in 
Nigeria. Encouraging indigenous manufacturers of building materials and given them credit 
facilities through the Bank of Industry (BOI) and other avenues will stem the rise in the cost 
of houses. To this end, we call for adequate funding of research institutes to come up with 
alternative building materials that could be sourced locally to meet International standards. 

  
Aside the low income level of the civil servants which obviously has ‘jettisoned’ their ability 
to embrace mortgage loan facilities at current dispensation, it is apt to state that Inflation 
and other factors have contributed in reducing the purchasing power of the workers and the 
low income earners.

Plausible Ways Out of Housing  
Affordability Challenges(cont.)
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Our focus and efforts amongst others is to ensure that the Nigerian Economy witness 
the following: 

Increase in the percentage of housing sector contribution to GDP 

Employment / job creation 

Provision of affordable homes; standardization of process and products 

Up-scaling of skills and professionalism of practitioners in the housing value chain 
delivery 

Reduction in the transaction time and cost; products delivery and symbiotic 
relationship amongst stakeholders

Our Focus in REDAN 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In line with the dictates of the Constitution, government at all levels should enhance access to 
affordable housing for the middle and low income segments of the society. The needful is to 
provide housing to them amongst others. A comprehensive and well managed supply and demand 
side financial and non-financial subsidies are needed to move the sector forward. 

Taking due cognizance of the backdrop of the land use act, current landholding practice and 
conflicting regulations guiding the process as well as costs associated thereto, which have tended 
to frustrate all the parties involved, particularly the developers and intended beneficiaries, REDAN 
has deemed it imperative and intends to rally stakeholders to put together and push for institution 
via a bill to be presented to the National Assembly, for an Act for the Regulation and Development 
of Real Estate (with specific reference to housing) . A key object of this would be to ease the 
process of land acquisition, planning, development, sale and transfer of real estate, which should 
pave way for proper control and regulation of the sector. A sectoral meeting to set the pace for this 
will be convened in November this year and stakeholders are hereby invited to take note, as they 
will be contacted shortly.

Concluding Remarks 
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Distinguished ladies and gentlemen, I strongly believe that collectively, we can commence 
the restoration of the vibrancy to the mortgage sector and re-create an enduring platforms 
to resolve affordability challenges faced by majority of Nigerians 

At this juncture, I want to appreciate the Executives of the African Union of Housing 
Finance for giving REDAN the opportunity to make this presentation. We especially thank 
the NMRC for the ensuing relationship and support; and for the confidence it has, that, 
collectively, we can change the turn of event and positively impact on the real estate 
sector and take home ownership in Nigeria to higher pedestal. 

  

Finally, in the invitation letter accepting my desire to deliver this paper, a formal request 
was made to REDAN to be a Member of the Union which already has 52 members from 16 
countries across the continent. I want to assure the Executives that we shall necessary 
move to be the next member. This is pertinent as we now know that AUHF as an industry 
body, promotes the development of effective housing finance markets across Africa, 
working in the interests of both our members and the industry as a whole. 

Once again, thank you for listening and God bless us all

Concluding Remarks
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