
 

 The African Union for Housing Finance (AUHF) was established as a member-based 

body of housing lenders in 1984. Today, the AUHF comprises of 46 members from 17 

countries across the continent. Members include commercial and mortgage banks, 

building societies, microfinance banks/institutions, housing development corporations, 

and other institutions involved in the mobilization of funds for shelter and housing. As 

an industry body, the AUHF promotes the development of effective housing finance 

markets, and delivery of affordable housing across Africa. http://www.auhf.co.za/ 

 

Demographically, 2019 was an important year for Nigeria. 

The country’s total population exceeded 200 million people, 

and for the first time in history more Nigerians lived in urban 

areas than in rural areas. In addition, during 2019 for the first 

time more than half of Nigeria’s urban households rented 

accommodation rather than owning it.  

The growth in the urban population and reduction in average 

household size suggests that more than one million new 

housing opportunities a year will be required in urban areas 

alone, just to accommodate new household formation. More 

housing construction will be needed to improve the housing 

conditions of many Nigerian households who live in sub-

optimal conditions including overcrowded spaces and slum 

areas. 

The structure of housing supply and demand in Nigeria is 

usefully interrogated in a 2020 study into Nigeria’s Housing 

Economic Value Chain, undertaken by the Centre for 

Affordable Housing Finance in Africa (CAHF), in partnership 

with the Nigeria Mortgage Refinance Company (NMRC). 

With a total output of ₦9 226 billion (US$30.1 billion), 

housing construction and activities had a total direct 

economic impact equivalent to 7.1 percent of Nigeria’s GDP 

in 2018. While information is scarce, housing construction is 

estimated to have supported between 651 000 and 1 144 000 

employment opportunities in 2017. 

The study concludes that if the Nigerian housing sector is 

stimulated in ways that create continuous and growing 

housing markets offering more affordable and appropriate 

housing products to the massive latent demand across 

Nigeria’s affordability pyramid, the sector has the potential 

to become a major economic driving force for diversified and 

sustainable growth of the overall economy. 

This document is targeted at policy-makers and provides a 

summary of the study’s main findings and 

recommendations.

 

Overview of Nigeria’s Housing Market  

Urbanisation 

• It is estimated that Nigeria’s urban population was around 103 million in 2019 (51 percent of the total population) and that 

this population will grow at an average annual rate of 4 percent over the next five years (2020 to 2025). 

• Nigeria’s urban population will increase by an average of 4.6 million per year in the coming five years – which translates into 

additional urban household formation of around 1 million per year.  

 

 

Nigeria’s Housing Economic Value Chain:  
Assessing the Affordable Housing Market 
Main Findings and Recommendations 
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Housing affordability 

• The report’s housing affordability segmentation analysis 

indicates that only 2.5 million (10 percent) of the total 25 

million urban households have household incomes above 

₦330 000 (PPP$3 000) per month in 2019.  

• 13 million (52 percent) of urban households earn less than 

PPP$1 000 per month, meaning that their housing 

affordability is realistically for housing products costing 

below ₦2 million.  

• The limited affordability of housing for many households 

is due to relatively low household incomes, exacerbated 

by recent economic recession and consistent exchange 

rate devaluation that has sapped household purchasing 

power.  

• Unless significant strides can be made, there will be a 

significant growth in the number and proportion of urban 

households with no option but to rent, most of which will 

be informally provided (household and small landlord-

driven) rental.   

 

Housing tenure  

• By 2050 there will be 23 million (23 percent) more rural dwellers and more than double the number of urban dwellers (over 

100-million people) in Nigeria. The doubling of the urban rental population will dominate Nigeria’s urban housing market 

growth.  

• As urban households multiply, it is inevitable with the current low level of formal housing construction activity that informally 

constructed rental options will rapidly become the predominant form of urban tenure. The lack of ability of many urban 

households to secure formal land title or to purchase urban housing will increasingly leave no choice for households but to 

seek rental accommodation.  

• As with most African urban housing markets, it is the higher-income households that are more likely to secure ownership. 

Therefore, home ownership will increasingly be concentrated amongst higher income households.   

 

Housing Construction and Rental Value Chains for Nigeria 

This figure presents the housing construction value chain for Nigeria for 2018: 

 

• Contributing 3.2 percent of GDP, total output for construction activities in 2018 were NGN4 170bn (US$13.6 billion), 

comprised of: 

o Gross Value Added (GVA) of NGN2418 billion (US$7.9 billion), and 

o Intermediate Inputs of NGN1 751 billion (US$5.7 billion). 

About the research 
 
This document summarises the facts, findings and 
recommendations contained within the full report, 
“Assessing Nigeria’s Affordable Housing Market”, written by 
David Gardner, Keith Lockwood, Jacus Pienaar of the 
Centre for Affordable Housing Finance in Africa (CAHF) in 
June 2020. The report aims at deepening the understanding 
of Nigeria ’s affordable housing market, and its impact on 
Nigeria’s economy and growth prospects.  
 
The report quantifies and analyses various facets of the 
housing sector, using costing and modelling methodologies 
developed by CAHF which have also been applied in 
Rwanda, South Africa, Nigeria, Tanzania and Uganda.  
 
To view the complete report, go to:  
 http://housingfinanceafrica.org/documents/assessing-
nigerias-affordable-housing-market/ 

 

http://housingfinanceafrica.org/documents/assessing-nigerias-affordable-housing-market/
http://housingfinanceafrica.org/documents/assessing-nigerias-affordable-housing-market/
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• Intermediate Inputs were sourced at 56 percent from the secondary sector; 41 percent from the tertiary sector; and 3 

percent from the primary sector: 

o The value of intermediate inputs into housing construction was equivalent to 1.36 percent of Nigeria’s GDP in 2018.  

o If the impact of import leakages is considered, every Naira spent on construction activity would result in ₦0.68 of sales 

in locally-produced upstream inputs. The relatively low import leakage of materials used in construction is a positive 

sign for the secondary sectors in Nigeria which indicates a relatively well-established local building materials industry. 

 

• GVA was comprised of 58 percent labour gross operating surplus, 27 percent gross labour renumeration, and 15 percent net 

taxes. 

 

• Although there are no official figures that reflect employment in housing construction, the report estimates that housing 

construction supported between 651 000 and 1 144 000 work opportunities in 2017.  
 

The figure below shows the housing rental value chain for Nigeria for 2018:  

 

• Contributing 3.9 percent to GDP, total rental output for 2018 was NGN5 056 billion (US$16.5 billion), comprised of: 

o Gross Value Added of NGN3 539 billion (US$11.6 billion), made up at 86 percent gross operating surplus, 13 percent 

labour remuneration, and only 1 percent from indirect taxes and subsidies; and 

o Intermediate Inputs of NGN1 517 billion (US$5 billion), sourced at 67 percent from the secondary sector and 33 percent 

from the tertiary sector.  

 

• The value of intermediate inputs into housing rental activities was equivalent to 1.2 percent of GDP in 2018, while the GVA 

contributed 2.7 percent of Nigeria’s GDP in that year. 

 

• The significant contribution of the gross operating surplus to housing real estate GVA may, in part, be a function of the large 

contribution made by private households that operate informally in the rental market, which results in these activities being 

treated as enterprises and informal landlords being regarded as business owners, rather than employees.  
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The figure below shows the combined housing construction and rental value chain for Nigeria for 2018: 

 

• The composite output in 2018 for Nigeria’s Housing Economic Value Chain was NGN9 226 billion (US$3o.1 billion). 

o Intermediate Inputs (35 percent) accounted for NGN3 268 billion (US$10.7 billion), and  

o GVA (65 percent) accounted for NGN5 958 billion (US$19.5 billion). 

 

• Nigeria’s secondary sectors (manufacturing, utilities, and construction) were the source of 61 percent of Intermediate 

Inputs, followed by tertiary sectors (37 percent) and primary sectors (2 percent). 

 

• GVA comprised labour remuneration of 19 percent, gross operating surplus of 74 percent and net taxes of 7 percent. 

 

• Finally, direct housing sector activity (combined construction and rental) contributed a considerable 7.1 percent to 

Nigeria’s GDP. 

o 55 percent of final demand satisfied household consumption and 45 percent added to Nigeria’s capital stock.  

 

 

 

About the methodology 

This research drew on the best available data from sources such as the Nigeria National Bureau of Statistics to undertake 
four, interlinked, methods of analyses: 
 
1. An overview of the housing market; 

2. Housing Economic Value Chain Analysis, which quantifies the intermediate inputs and GVA in the housing sector; 

3. CAHF’s Housing Construction Cost Benchmarking, which details and contrasts the cost compositions of housing in 

Lagos, Nigeria with those of models in Johannesburg, Nairobi, Dodoma and Kigali, and; 

4. A revealed competitiveness analysis of a basket of manufactured housing inputs, to determine which of Nigeria’s 

manufactured exports are competitive. 

 

Complete details on the methodology and data sources are included in the full report:  
                 http://housingfinanceafrica.org/documents/assessing-nigerias-affordable-housing-market/ 

http://housingfinanceafrica.org/documents/assessing-nigerias-affordable-housing-market/
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Housing Construction Cost Benchmarking 

• At US$52 103, the costs of building the benchmarked 55m2 house on a 120m2 serviced stand in Lagos are the second-lowest 

of the five countries benchmarked (Kenya, Tanzania, Uganda, Nigeria and South Africa), after South Africa at US$40 199.  

 

o In Lagos, construction costs (materials and labour) comprise 46 percent of the total development cost, followed by 

infrastructure (16 percent), developer overhead (11 percent), other development costs (10 percent), compliance costs 

(7 percent), land costs (5 percent) and finally VAT (4.5 percent).  

 

o Nigeria’s relatively low VAT rate of 5 percent (until the recent increase in 2020 to 7.5 percent) played a significant role 

in keeping overall housing costs in Lagos competitive at less than half of the next highest (South Africa) and at close to 

a quarter of the VAT component of Nairobi (the highest VAT cost).  

 

o Interventions aimed at reducing the construction costs (materials and labour) offer significant potential given that 

these costs are 43 percent higher in Nigeria than in South Africa. There is significant opportunity to improve the 

processes that inflate other development costs to the highest between the five countries (most notably significant 

delays in permitting and resultingly very high holding costs due to delays and prevailing finance interest rates). 

 

• A further cost benchmarking analysis was undertaken to compare the costs of alternative housing typologies and sizes 

in Lagos. Six typologies were chosen to indicate the relative costs of smaller houses (55m2, 45m2 and 35m2), as well as 

alternative built forms (detached single storey bungalows, medium-rise walk-up apartments and high-rise apartments). The 

figure below compares the cost composition of each of the six housing typologies for Lagos. 

 

o The analysis shows that the higher-density multi-storey configurations increase average construction costs (with higher 

buildings requiring higher-specification construction and fittings such as lifts and emergency exits).  However, there are 

significant savings on infrastructure costs that substantially offset the construction cost increases.  
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Conclusions and Recommendations 

Notwithstanding the recent economic recession and other 

longer-term challenges facing Nigeria’s housing sector, 

there is significant potential for housing and real estate 

market growth. Six core strategic areas have been identified 

to strengthen Nigeria’s entire housing economic value chain. 

 

• Strategy 1: Scale and deepen affordable housing 

supply: From a delivery perspective, a major shift is 

required in the depth (affordability) and breadth 

(numbers of units) delivered by all development actors 

across Nigeria.  

o Policies and incentives to encourage and facilitate 

the creation of a new range of more affordable 

incremental housing opportunities are required, 

which should include access to land and basic 

services, incremental housing opportunities and 

investment in infrastructure that creates a better 

urban environment for private housing investment 

and growth in housing construction and rental 

markets over time. 

o From a rental perspective, a diversified profile of 

rental units is required, to move away from the two 

extremes of tenement rental and luxury housing. A 

greater range of basic housing units, apartments 

and smaller residential units are needed to fill the 

middle- and lower-income rental demand. 

 

• Strategy 2: Strengthen local development and 

construction capacity: The number, size and 

participation of Nigerian-based development and 

construction capacity must be fostered if a greater scale 

of housing production is to be achieved. This will require 

new levels of professional and artisan skills training, as 

well as the incubation and development of the local 

building trades and project management industry. 

 

• Strategy 3: Build intermediate input capacity feeding 

into the housing sector: Because of the extensive 

linkages that exist, a strong housing sector helps to build 

strong secondary (mostly manufacturing) and tertiary 

economic sectors. The HEVC shows that housing 

construction and rental directly stimulates upstream 

manufacturing and related services sectors. 

o High direct impact multipliers (which are a 

maximum of 1.72 in housing construction) mean 

that investment in the construction of a house 

ripples directly through the economy and 

stimulates the economy through indirect impacts 

as well. The growth of vibrant local construction 

and rental markets must be encouraged in ways 

that support and grow these upstream 

intermediate input sectors.  

o A vibrant and increasingly competitive local 

building materials supply market must be 

developed to reduce construction costs and 

improve local industry competitiveness.  

 

• Strategy 4: Stimulate household effective demand for 

housing: Successful housing finance markets will be 

dependent on the development and implementation of a 

greater range of housing options and financial 

instruments that can reach the very large demand that 

sits in the middle of Nigeria’s urban housing affordability 

pyramid. 

o The mortgage finance sector must continue to be 

developed and expanded, increasing the range and 

affordability of products available to households.  

o In addition, other sources of finance that are 

playing important roles in other African housing 

markets must be developed, such as Savings and 

Credit Cooperatives, small loans finance and rent-

to-buy financing options. 

 

• Strategy 5: Improve programme and project 

implementation and sector monitoring: It is important 

to enhance skills in market analysis, deepen 

understanding of alternative housing typologies and 

experiment with a wider range of housing products 

offering improved affordability.  

It is also critical that a concerted effort is invested in 

improving the depth, accuracy, and regularity of 

sector data. It is very difficult to plan for housing 

sector growth in the absence of current, accurate 

data and information. Various initiatives are making 

headway in this regard (such as those by the NMRC 

and the Nigerian Real Estate Data Collation and 

Management Program (NRE-DCMP). 

 

• Strategy 6: Improve the housing and real estate 

investment climate: Improved access to titled land 

remains a critical impediment to the housing sector. The 

removal of constraints that slow down and increase 

holding costs of development are also critical. 

Furthermore, continued efforts to improve Nigeria’s 

capital markets and flow of funds are needed. 

 

The Housing Economic Value Chain analysis concludes that 

if the Nigerian housing sector is stimulated in ways that 

create continuous and growing housing markets offering 

more affordable and appropriate housing products to the 

massive latent demand across Nigeria’s affordability 

pyramid, the sector has the potential to become a major 

economic driving force for diversified and sustainable growth 

of the overall economy.

 


