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SUMMARY
Newton's First Law of Motion

T

his was not how the year was meant to be.
The singular event that would change the
global economy was already brewing in
December 2019. The COVID-19 pandemic, by
many accounts, is the most signiﬁcant health
crisis in half a century primarily because its
symptomatic framework is yet to be fully
understood. In the meantime, nations have
instituted wearing facial masks, social
distancing, contact tracing and mandatory
isolation to contain its spread. China, touted as
the inception point of the virus was one of the
ﬁrst nations to institute lockdowns. This affected
the world's supply chain and much of global
trade. As other nations followed suit, the global
loss reached $2Trn by May 2020. The hospitality
and retail industries have been most affected so
far. Business travel and meetings reduced by
98% from its 2019 levels. Consumer spending is
largely on essentials. Businesses have
restructured their operations, emphasising work
from home (Work from Home) - signiﬁcantly
paring space usage. Until now, the world had
been moving predictably. The pandemic
compelled a sharp change in direction.
Oil prices went from $60 to $25pb and only
started to recover as the year reached its midpoint. The federal government reviewed
national income projections from N5Trn to
N1Trn and put together a creditor list to raise
$5.1Bn in May. They also raised $1.4Bn for
healthcare investment, and to support
households as spending power had been
signiﬁcantly hampered. The CBN announced
N3.6Trn in stimulus packages as the MPC moved
the semi-permanent MPR from 13.5 to 12.5%.
Millennials leading knowledge-based

enterprises with their shifting lifestyles and
round the clock work schedules are increasingly
taking up space in central business districts. The
combination of reduced footfall and decreased
consumer spending in Q1 2020 has exposed
vulnerabilities in the retail industry. Operators
have introduced tactics to reduce overheads to
restrict outﬂows until footfall improves. It is
hoped that the 1 – 2 month rent holidays offered
by a few retailers as tenant relief will keep stores
open.
Under the Economic Sustainability plan, the
Federal Ministry of Works and Housing has
projected constructing 300,000 houses annually.
This is in addition to constructing seven
interstate roads, costing N122Bn. To improve
the funding landscape, pension funds' allocation
limit for private equity funds was increased from
5% to 10% by the National Pension Commission.
Residential real estate, one of the most active
markets recorded an increase in stalled
transactions. Land prices remained stable,
slightly rising in some areas. Healthcare real
estate vaulted to the forefront of investment in
Nigeria's real estate market with an emphasis on
emergency care redevelopments. Last-mile
warehousing, logistics and home delivery
services gained traction from the movement to
online shopping. As such, the demand for
logistics and mid-sized warehousing is on the
increase.
The ofﬁce real estate market was on its way back
from the effects of the 2017 recession when the
pandemic questioned the purpose and value of
ofﬁce space. Many residences now combine
ofﬁce, education, entertainment and religious
uses.
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Lagos Island: Average rent per annum (N'M)

COVID-19 has stressed the adoption of
technology, specialisation and open
partnerships between local and international
stakeholders. The Lagos state government
introduced a registration system for real estate
professionals to improve its database and better
regulate the real estate market. Experts assert
that the pandemic is moving from a response to
recovery phase, but allowance should be made
for spikes. Work from Home has become the
preferred way to work and may be the case for
the short to mid-term.
The Federal Government launched the National
Cooperative Housing Development Scheme
(NHDS) to provide affordable housing
construction ﬁnance to cooperatives. To

participate, members of the cooperatives make
monthly contributions of 2.5% of their salaries.
The FMBN then arranges NHF loans of up to
N15M at 9% interest rate for up to 30 years.
We expect that the inﬂuence of COVID-19 will
redeﬁne how markets operate, from moderating
property prices and upending development
plans to reconﬁguring spatial needs. As we move
into the rest of the year, the built industry will
need to adapt quickly, possibly using more
Machine Learning & Artiﬁcial Intelligence tools
to augment existing capabilities.
Ayo Ibaru
COO / Director – Real Estate Research
Abuja, Nigeria
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MACROECONOMIC
INDICATORS

G

oing by the ﬁgures from the nation's
statistics body, the chances of a
recession are high. The inﬂuence of the
pandemic on trade and weak oil earnings have
put pressure on the economy. The 2020 Federal
budget was made with revenue collections

projected at N8.24Trn - a 20% increase YoY.
Political disagreements between the US, China,
Russia and Saudi Arabia combined to put the
global economy in an awkward position. Incountry, expectations are that the government
fully deregulate the petroleum industry.

External Reserve ($Bn)

Inﬂation (%)

Source: Central Bank of Nigeria

Source: National Bureau of Statistics

The economy's growth has moved in ﬁts and
starts since 2016, limiting government
investment while high inﬂation and rising
unemployment have stymied private
consumption. As the Federal government
announces record spending on interventions,
analysts project that unemployment numbers

may reach 39M by year's end. An exchange rate
adjustment weakened the naira by 15% together
with restrictions on imports and a border closure
only put more pressure on the economy. By June
however, the FEC approved N2.3Trn to mitigate
the economic effects of the pandemic.
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Exchange Rate (N to $)

Price of Crude ($ / B)

Source: Central Bank of Nigeria

The nation's GDP for Q2 fell by 6.1%. As with
most global economies, the pandemic stopped
much economic activity for the better part of the
quarter. Production was reduced and private
consumption was on the steady decline. The
effects of COVID-19 left both oil (-6.6% YoY) and
non-oil (-6.1% YoY) GDP segments in the
negative. The impact of the pandemic on

services sub-sectors was especially glaring as
this accounted for 5 of the 6 steepest sectoral
declines. Real estate and construction
contributions to the economy declined by
- 21.99% and -31.77% respectively. Spending on
outdoor dining, retail, transport, cinemas and
out of home entertainment reduced.

Trend: Foreign Debt and Portfolio Investment into Nigeria ('000 / $Bn)

Source: National Bureau of Statistics
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The CBN put together a $138.89M credit facility
for households and SMEs, a $277.78M loan to
the health sector, and $2.78Bn to the
manufacturing sector, asides reducing the
interest rates on all CBN interventions from 9 to

5% (and a one-year moratorium on CBN
intervention facilities). The Department of
Petroleum Resources has put up 57 marginal
ﬁelds for licensing as part of efforts to develop
untapped oil and gas discoveries.

Foreign Direct Investment into Nigeria ('000 / $Bn)

Source: National Bureau of Statistics
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TOPICAL ISSUES

COVID-19

C

hina is the largest exporter of
intermediate manufactured goods used
in several industries, so its problems
quickly cascade through the global supply chain.
After the epicentre of the virus - Wuhan went
into lockdown, much of China and the rest of the
world followed. About 70% of the world's mobile
devices were affected.
Before the onset of the virus, Chinese copper
traders requested miners from Chile and Nigeria
to cancel or delay shipments, affecting local
metal producers and allied markets. That was the
ﬁght then. Nigerian importers were reeling from
the effect of Chinese counterparts who closed up
shop.
The 2020 budget for healthcare is 4.5% of the
total. This is less than the 15% agreed by the
African Union in the 2001 Abuja declaration. The
years of neglecting Nigeria's healthcare sector
have come home to roost. The healthcare
system couldn't handle the outbreak and state
governments had to devise unique responses.
The ﬁrst conﬁrmed case of COVID-19 was
reported on February 27 and a second on March
9. The government did not announce border

closures until March 23. By this time, it was clear
that critical equipment, safety gear and related
provisions were sorely lacking. Initially, the
federal government imposed a lockdown in
Lagos and Ogun states as well as Abuja (which
had the highest number of coronavirus cases
combined at the time). Other governments
quickly followed. As of April 1, there were 169
ventilators in 16 states. The Federal Government
commissioned the ﬁrst made-in-Nigeria
ventilators.
Nigeria has a growing gig economy as well as a
large informal sector, which contributes 65% of
national economic output. Movement
restrictions have not only reduced the
consumption of non-essential commodities in
general but have affected the incomegenerating capacity of these groups.
The private sector formed The Coalition Against
COVID-19 (CACOVID) and aims to develop
health facilities to respond to the crisis. The
ultimate goal is to test at least 2M people.
Members of the coalition include Access Bank,
BUA Group, Globacom, Guaranty Trust Bank,
UBA and the NDIC. The coalition would raise
N27.1Bn by mid-May.
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INVESTMENT MARKETS

EQUITIES

T

he fall in oil prices and the pandemic led to
N2Trn in losses on the NSE All-Share
Index (ASI) in Q1 2020 – even though the
ASI has remained promising in terms of dividend
yields and market ratios. This becomes clearer
when comparisons are made with leading
African exchanges. For the ﬁrst time in 10 years,

domestic investors accounted for 59% of the
equity value traded. Recent listings on the NSE
include Interswitch's N23Bn Bond and FBN
Merchant Bank's N5Bn 3-year Bond. Oil services
company, 11 Plc notiﬁed the exchange of its
plans to delist. Its real estate business will be
transferred to a new subsidiary - 11 Hospitality
Limited.

Trend: NSE ASI Returns (%)

20

15

14.46
11.81

11.31
10

9.19

5
3.46
2.88
0

4.47

2.48

3.37

0.43
-0.62

-5

-10

-9.11

-15
-16.61
-20

Source: NSE

FIXED INCOME AND MONEY MARKETS
$3.44Bn was invested in the money market while
FDI stood at $214M. The UK remains the largest
source of inﬂows as of Q1 2020 with $2.91Bn,
compared to $1.19Bn invested in Q4 2019. The
Central Bank of Nigeria raised the CRR to 27.5% and
ﬁned Zenith Bank, UBA and First Bank N355.9Bn,
N204.7Bn and N206.1Bn respectively for failing to
meet the requirement. The Lagos State
Government also raised N100.33Bn in bonds.

Health care startup, 54gene raised $4.5M in 2019
and another $15M in 2020. To shore up its
working capital, MTN raised N100Bn in
commercial paper. This was oversubscribed by
400%. Guinness Nigeria also introduced its
N10Bn Series 1 & 2 CP rated A+ to fund short
term working capital. FMDQ admitted Flour
Mill's N10Bn Series 13 & N20Bn Series 14 CP
notes under its N100Bn CP programme.
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Top 10: Dividend per Share as of June 2020 (N)

Source: NSE

FCMB Pensions Limited entered into discussions
with shareholders of AIICO Pension Managers to
acquire the 70% stake held by AIICO Insurance
Plc and 26% held by other shareholders. Sanlam
bought 65% in FBN Insurance, completing its full
purchase of the ﬁrm. Access Bank listed a 15.50%

ﬁxed rate N15Bn Green Bond on the
Luxembourg Stock Exchange as the ﬁrst
successful cross-listing. The 5-year maturity
bond joins the global green bond market, which
was estimated at $13Bn in 2013. It has now
grown to over $180Bn as of 2019.

GDP Growth, Construction and Real Estate Contribution (%)

*In real terms
Source: National Bureau of Statistics
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Ondo state listed its N14.8Bn series 1 ﬁxed-rate
bond tradable on the secondary market. The
bond carries a 13% coupon and will mature on
January 17, 2027. The central bank has moved to

recapitalise the microﬁnance banking sector
requiring tier-1 operators to meet a minimum
capital threshold of $274,000 by April 2020 and
$547,000 by April 2021.

2019 Highest remittance recipients ($'Bn)

Source: World Bank
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REAL ESTATE
PERFORMANCE
Batten Down the Hatches?

OVERVIEW

P

reliminary ﬁndings indicate that the
pandemic's impact varies by location,
property type and use class.
Understanding these differences will be vital for
investors as they make the most of what is fast
becoming the new normal. Healthcare facilities
are now a priority, and enquiries for
warehousing space continue to grow. Demand
for residential assets is moderate but likely to
increase in the coming seasons. Grade A retail is
having it tough while hospitality assets have
taken a time out. Land remains resilient with
values in some areas going up.
The Ministry of Works and Housing is
constructing 3,000 to 6,000 affordable houses as
part of its national housing programme. COVID19 has led to downward pressures on rent in
leading cities with mortgage and rent defaults
on the increase. Residential assets in the Jabi
area of Abuja were converted to hotels, school
and shops. The Nigeria Centre for Disease
Control (NCDC) also converted residential
buildings for ofﬁce use. In the last 6 months,
prices in the residential market have either
remained static or declined.
The federal government is promoting the
Highway Development and Management
Initiative where investors would develop and

manage 10 major roads investing a total of
N163.32Bn. The roads are; Abuja-KefﬁAkwanga, Abuja-Lokoja, Benin-Asaba, EnuguPort Harcourt, Ilorin-Jebba, Kaduna-Kano, KanoMaiduguri, Lokoja-Benin, Onitsha-Owerri-Aba,
Shagamu-Benin.
The performance of asset classes at the city,
state, and federal levels have been nuanced.
Shop owners in Grade A malls and ofﬁces now
need less space. Manufacturers of consumer
items are looking for more. Residential brokers
and property managers invested more in drone
photography, held virtual open houses and
conducted client walkthroughs. The demand for
digital-ﬁrst products from on-demand delivery
and concierge services to contactless access for
residents is growing. This has led to rising service
quality expectations, and ﬁrms that provide a
differentiated post-pandemic experience will
stay ahead of the curve.
With the right kind of data, investors will be able
to generate real-time insights and assess the
impact of the crisis on individual tenants. These
insights will inform targeted decisions, which will
be more effective than the typical one-size-ﬁtsall approach. Long-term investment strategies
will need adjusting and managers will do well to
develop comprehensive tools for addressing
tenure disruptions.
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Cost of Building Materials (N)

Source: Castles, Northcourt

LAND

I

t was the 2017 recession that made it clear –
properly guided land investments hold well
under challenging economic circumstances.
Analysts report that enquiries have increased,
with more local investors than international.
Over 60% of the closed transactions reported in

the luxury assets category were by Nigerians.
Large sums held in foreign currency that can't
easily be converted without much public
attention is also ﬁnding its way into the land
market. Property marketing ﬁrms offer
instalment payment plans as a strategy. Monthly
payments less than N80,000 seem to be the
sweet spot.
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Land Prices (N)

Source: Northcourt

RESIDENTIAL

D

evelopers have continued to rely on
ﬂexible payment plans to attract new
clients. Rising construction costs will be
aggravated by the naira's devaluation and the
inﬂuence of the virus. The FMBN partnered with
states to provide housing units as part of its
affordable housing program. Borno state
launched a N5Bn residential project consisting
of 400 two-bed units and 100 one-bed units for
low-income earners. Bauchi state started the
construction of 2,500 housing units under the
FHF scheme, estimated to cost $33M. The Lagos
State Mortgage Board has certiﬁed 492
households under its rent-to-own housing
scheme as the government remains committed
to completing residential projects in the
Sangotedo, Agbowa, Egan Igodo and Igbogbo

areas. Unity Homes' 500-unit residential project
started in Alaro city with plans to expand to 2,000
apartments. Pre-pandemic pricing was N20M.
Infrastructure quality and availability of space
have begun directing investors and property
owners to low-income areas as Mowe, Ajara and
Badagry. To complement existing residential
assets, some mixed-use developments have
been greenlit.
The nation's capital is understandably taking a
more capitalist approach to property use. A
number of properties have been converted to
ofﬁces, shops or centres in the Maitama area.
Conversions in the Jabi and Wuse areas have
seen the creation of lodges, education centres,
shops and restaurants. Mr Price closed down as
part of its strategy to focus in its home market.

3 Bed apartments: H1 Average rentals - 5 year trend (N'M)

Source: Northcourt
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The allocation for real estate investment by
HNWIs was 15.8% in 2019 compared to 16.8% in
2018. Despite this decline, the global ultra-highnet-worth individuals (UHNWI) rose by 6.4% in
2019 with the US leading the group. According
to a recent study, Africa's contigent is projected
to grow by 20% over the next 5 years. Nigerians

on that list are expected to grow by 16.3%
and 194 individuals are currently worth over
$30M. Lagos is home to more than 60%. In
the last few years, the economic recession
and political shifts have encouraged
moderation in the luxury real estate market.

% Growth in Capital Values - Lagos (2018 to H1 2020)

Source: Northcourt

A recent survey indicated that most residential
occupiers in Lagos are renters with only 29%
conﬁrmed to be homeowners. High-end areas in
Lagos (Ikoyi, Victoria Island and Banana Island)
and Abuja (Maitama and Asokoro) have the
most luxury houses even though a steady
proportion of these have been empty for the last
5 years. Luxury sale prices in Victoria Island and

Ikoyi range between N160M - N200M and
N250M - N300M respectively for the average 3bed apartment. Banana Island rentals average
N15M and N25M respectively per anum. Eko
Atlantic City's 33-ﬂoor Azuri One building will
upon completion, become the tallest residential
building in West Africa.

Short let Apartments rent per day (N '000)

Source: Northcourt
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Due to a general decline in purchasing power,
the demand for large and expensive luxury
homes has reduced while that for small-sized
1-bed and 2-bed apartments is growing. This is
also reﬂected in the luxury real estate market as
developers are re-designing projects to

provide smaller and pricier condos. The next
few quarters will likely see a delay in the
construction of luxury villas as the world
reconﬁgures its supply chain and adapts to
increased construction costs.

Housing Deﬁcit Distribution in Africa (M)

Source: CAHF, Knight Frank

According to the World Bank, 40% of the world's
population will require new houses by 2030. This
has necessitated a strategic reassessment of
social housing development schemes by
international housing institutions. The CAHF
reports that Nigeria leads the housing deﬁcit
standings in Africa with 22M followed by a
distant DRC with 4M. The country's need for
social housing has led to the formulation of
housing programs. To succeed, affordable
housing should target low to mid-income
earners. Removing bottlenecks to reduce
housing costs and facilitate accessibility will also
go a long way in establishing a solution. The
provision of supporting infrastructure by the
government (or in partnership with the private

sector) will improve return on investment. So far,
prohibitive construction tariffs and unsupportive
economic policies have discouraged investment
in social housing.
The government has initiated projects based on
specialised housing ﬁnance products. Some
have gone live in Akwa Ibom, Nasarawa, Ogun,
Delta, Kano and Kaduna states. Borno state
launched a N5Bn housing scheme to develop
500 affordable units. Bauchi State started a
$33M, 2,500 housing unit project. In Lagos, 492
families became eligible for its rent-to-own
scheme at the start of 2020. To be effective,
social housing needs to match the Nation’s
2.58% population growth rate.
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Residential Vacancy Rates – H1 2020 (% )

Source: Northcourt

Vacancy rates moved in all the nodes surveyed.
Yaba moved from 5% to 1% and Surulere moved
from 10% to 2%. The impact of COVID-19
reﬂected in downward pressures on rent,
increased mortgage and rent defaults with
landlords taking on a more tenant-friendly
stance. Construction activity has continued in a
few areas as Stadium road in Port Harcourt,
Wuse 2 in Abuja and Ibeju Lekki in Lagos – even
though completion dates have been pushed
back. Construction costs, currency devaluation
and increased importation costs will invariably
impact house prices. The case for strengthening
the production of locally made construction
materials presents itself once again and the
normalisation of remote working will compel the
conversion of residential apartments to home
ofﬁces. To complement the residential asset
class, mixed-use developments are increasingly
popular.
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% Growth in Rental Values - Lagos (2019 to H1 2020)

Source: Northcourt

OFFICE

S

pace reduction, lease renegotiations and
requests for concession on rents is a
common feature in many landlord-tenant
conversations. Owners and managers agree on
the need to pause capital expenses except where
necessary and focus on receivables and tenant
support. Business continuity planning has
become critical and cash reserves are now

emphasised. In the short term, returns from
commercial assets may need re-forecasting.
Cutting deals early by way of reduced rents to
maintain occupancy is one-way landlords are
managing tenancies. There will be opportunities
to make deals early in the coming recession that
will keep occupancies at respectable levels.
Some landlords are prepared to renew
tenancies, even if at lower rents.

Prime Ofﬁce Yield (%)

Source: Knight Frank, Northcourt
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Looking to the future, the indications are threefold. On the one hand, people want to work
from home, which will likely translate to a
reduced demand for ofﬁce space. The counterargument suggests that they are only doing so
because they have little choice and are likely to
choose private ofﬁces if given the option,

translating to a need for more space. The third
option suggests that ofﬁces currently
crammed into open plan spaces will become
less so, leading to a demand for more ofﬁce
space. As Work from Home becomes the norm,
companies will continue to test and reﬁne
employee support systems.

Prime Ofﬁce Rents (N / $)

Source: Northcourt

Grade A & B ofﬁce utilisation rates are expected
to decline as more businesses reassess their
space requirements. Future demand for ofﬁce
space will optimise for ﬂexibility. On the supply

side, construction has slowed on pipeline
projects. The exception to this being owneroccupier developments.
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Ofﬁce Pipeline

Source: Northcourt

Few grade A ofﬁce space leases were signed and
analysts report that most have been less than
N100,000 psm. It is unlikely that demand for
ofﬁce space will increase. A few head ofﬁce
spaces were converted to residential use

following large corporates who booked out
nearby hotels and guest houses for key staff. The
number of zombie occupiers, that is, tenants
with space in excess of requirement is projected
to rise towards the end of the year.
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Grade A Ofﬁce Rents ($)

360
400

COWORKING

C

oworking has been one of the high
growth areas in Nigeria's real estate
market. This was largely due to the
emergence of startups and the migration away
from costly ofﬁce spaces. What began in the US
in 2005 has grown to about 30,000 coworking
spaces globally with 1.18M users. Africa's large

millennial population contributed to the growth
of coworking on the continent and recorded
more than 600 coworking spaces opened with
Nigeria ranking highest. Over 147 startups raised
$337M in 2019 and in a recent global survey of
more than 14,000 coworking spaces, 72%
recorded a decline in the number of users. 67%
saw a drop in new membership enquiries.

Biggest challenges to remote work (%)

Source: Coworking Insights, May 2020

Nigeria Real Estate Market Review H1 2020

|

23

On March 20, One of the country's pioneer
coworking spaces, CCHub, suspended activities
until further notice. LeadSpace also announced
that its hubs would be closed due to social
distancing restrictions. Globally, it's been the
same story. Tenants are unable to use, and
consequently, pay for space. Coworking spaces
need to signiﬁcantly adjust their business
model and implement measures to continue
business. Working from the ofﬁce (WFO) has
quickly switched to Work from Home. This has
reduced the use of ofﬁce space with corporate
head ofﬁces mandating that as much of 90% of

their staff work from home. This will inﬂuence
future demand. The spread of COVID-19 forced
companies to adjust their operations to protect
their workers and stay in business. The
introduction of hygiene protocols is now
mandatory. Coworking has been crippled by
lockdown restrictions, social distancing rules
adopted to curtail the spread of COVID-19.
Lagos, with the largest concentration of
coworking spaces in Nigeria (over 60%) and a
leading part of Nigeria's coworking sector, is
estimated to have lost N300M in revenue as of
March 2020.

Most common measures to stop COVID-19 (%)

Source: Coworking Insights, Northcourt, May 2020

To survive, coworking spaces will need to pivot.
More people will want to work from home, mid
to long-term. Digital networking events will take
the place of physical meetings. The focus will
shift to providing more support for members
over the standard space and physical resources.
Coworking spaces will face challenging seasons
ahead as the world conforms to the new

conditions for doing business. Corporate Nigeria
has kicked the execution of remote working
strategies into high gear – with some head ofﬁce
complexes emptied of 80 - 90% of their staff.
Corporations will be looking for ﬂexible
solutions that further employee health and well
being best practices.

Factors for successful remote working (%)

Source: Coworking Insights, Northcourt, May 2020
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As large organisations optimise their
operations post-COVID, coworking spaces will
serve as a welcome alternative. The adoption of
remote working post-pandemic is likely to
increase, encouraging work from close-tohome coworking spaces where residences are
not conducive enough. Coworking spaces
would need to attract and keep larger, more
established clients looking to optimise
administrative costs. Companies will set up a
more distributed workforce to better manage
employees working from different locations.
But research from the American Psychological
Association posits that mental health issues are
likely to rise. The world is gradually discovering
that Work from Home is a great idea until it is

the only option. Then it gets rote. People want
to work from home, but just not permanently.

RETAIL

F

or positives, there was the acceleration of
modern retail; one-stop shops for
consumers stocking up during initial
lockdown restrictions (which started around
mid-March). There has been a sharp
acceleration in e-commerce. Nimble retailers
quickly developed delivery frameworks in
Lagos and Abuja. Initially, execution was
chaotic as it struggled to match demand.

E-commerce Revenue in Nigeria - ($'M)

Source: Northcourt, Statista

The pandemic has been a nightmare of sorts especially for Grade A malls where signiﬁcantly
reduced footfall, closed stores and limited
opening hours have become the norm.
Spending is now focused on essentials
purchased from the erstwhile unsung hero –
community shopping centres. A few line stores
closed due to the reduced demand that made
difﬁcult balancing operational costs with
revenues. Local retailers have seen this as an
opportunity to introduce retail/mixed-use
projects. Purple capital and Blenco will debut

mixed use and retail projects in the Lekki and
Ajah areas of Lagos state. Demand for digital
content and services skyrocketed –
entertainment, online gyms, healthcare and
wellness classes. Leisure on-demand in the form
of IT and electronic equipment, home
leisure/sports also grew. Outdoor events have
been replaced by indoor entertainment – even
after the government granted some concessions
on the number of guests. However, sales ﬁgures
show that consumption of alcoholic beverages
has increased.
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Source: Northcourt

A drop in spending on beauty, cars, travel and
luxury clothing has not gone unnoticed. Mobile
payments have continued to accelerate as
consumers have added the risks of touching

currency notes to their COVID-19 safety
etiquette. In all, pent up demand is expected to
ﬁnd expression once the movement
restrictions ease.

Select nodes in Lagos: Rent per sqm (N'000)

Source: Northcourt
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Analysts suggest that the fall in household
consumption will persist as long as movement
restrictions continue. A gradual decline in
demand has begun as tough but necessary
actions to tackle the virus begin to take their
toll. Revenues for non-essential retail have
dipped and landlords have granted rent

incentives to protect cash ﬂow. More retailers
are incorporating online elements into their
business model. The presence of health and
safety protocols for staff and customers has
joined the list of drivers for formal retail and will
inﬂuence footfall going forward.

Grade A Malls – Vacancy rates (%)

The Palms, Ota - Ogun

Rates are as of June 2020
Source: Northcourt

Reduced reliance on brick & mortar retail and
slow economic recovery may lead to higher
vacancy rates even as Shoprite announced 8.1%

loss in sales FY 2019. Jumia recorded a 7%
decline in revenue in Q1 2020.
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Average Retail Rents ($ / N)

Source: Northcourt

HOSPITALITY

T

he hospitality industry is usually the ﬁrst
port of call when there's a national health
crisis. Pre-pandemic conversations by
stakeholders were around the new tourism VISA.
This was planned as part of measures to improve
the country's business environment and attract
foreign investment. Quorum Aviation and UK

based 328 Support Services GmbH agreed a
$2Bn investment in the aviation sector to include
the Dornier 328 aircraft, parts, maintenance and
training. As the news of the spread of COVID-19
broke, cities went into lockdown, travel
restrictions became the order of the day and
hospitality, outdoor entertainment and dining
shriveled.

The impact of COVID-19 on tourism enterprises

Source: Oaktree Capital, Travel Daily

Conferences billed to record unprecedented
numbers were summarily cancelled and tools as
Zoom, Microsoft Teams, Webex and Blue Jeans
stepped in. The impact on hospitality chains,
meetings, events and travel has been global.

Plans made late last year were cancelled and
ticket refunds became a hot topic. Airbnb will
refund $250M to landlords for cancelled
reservations due to the pandemic.

Nigeria Real Estate Market Review H1 2020

|

28

Cancelled or Suspended Business Travel (March, 2020)

Travel Daily

60% of the 400 aircraft in Nigeria are registered
as commercial. Travel restrictions by the
government and international bodies to only
essential travel ensured that consumers
suspended their tourism plans. This cost the
tourism industry an estimated $200Bn globally
and aviation $113Bn. The Nigerian Film

Industry's (NFI) revenue for 2020 was projected
at $1Bn. With anticipated movie releases in the
works, the Nigerian Box Ofﬁce, a vital part of the
NFI, was also expected to earn $38M – up from
$30Bn in 2019. Both targets have remained
unmet.

Africa: Number of Pipeline Projects as of June 2020

Source: TH Construction

The tourism industry will require strong
government support to successfully navigate
the challenges of the pandemic. Historically, the
return of leisure travel is also dependent on rate
discounting. These could however lead to
longer-term issues with average daily rates.

Green Africa Airways, a Nigerian start-up, signed
a MOU with Airbus for ﬁfty A220-300s. 31 African
countries have signed the single African air
transport market agreement with eight ratifying
so far.

Nigeria Real Estate Market Review H1 2020

|

29

Hotel Chains: Pipeline Projects as of June 2020

Source: TH Construction

INFRASTRUCTURE

T

he socioeconomic return on infrastructure
is estimated at 20%. Research from the
McKinsey Global Institute suggests that
the world spends over $2.5Trn on infrastructure
annually. To keep pace with projected GDP
growth, however, $3.7Trn will be required until
2035. Africa50 estimates that the continent
needs to spend $1.2Trn between 2017 and 2025

- $150Bn a year. Estimates put Nigeria's
infrastructure funding deﬁcit at between $35Bn
and $45Bn. AfDB has offered the nation's roads
body - FERMA (Federal Roads Maintenance
Agency) $10Bn to execute key projects. Lagos
raised a N100Bn series III bond to ﬁnance
infrastructure projects as the city continues to
bear the load of the fastest-growing population
in the country. The bond was over-subscribed by
196.5%.

10 Year Trend: China's Investment in Nigeria's Transport,
Energy & Real Estate sectors ($'M)

15,620

11,030

4,060

3,730
2,060
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The Ibadan Dry Port (IDP) is a $94M PPP
guaranteed by the Nigeria Shippers' Council.
The 80,000 TEU capacity port will contribute to
addressing port congestion and gridlock in
Apapa. The Federal government commissioned
the Dukia-Heritage bank gold and precious
metal buying centre. Nigeria has 200M ounces

5,080
2,480

of gold in potential reserves. Mining
production's contribution to GDP in 2019 was
0.1%. Ghana, DRC and Botswana recorded
contributions of 7%, 25% and 38% respectively.
With the structures now in place, mining's
contribution to Nigeria's GDP is expected to
reach 10% by 2026.
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INDUSTRIAL

T

he rise in demand for warehousing and
logistics since the lockdown has only
bolstered investor interest. Post-COVID,
e-commerce, demand and supply chain
disruptions will continue to support this rise.
Extended lockdown measures, export & travel
bans have resulted in declining utilisation rates.
The PMI recorded its lowest points in 34

months, declining from 58.3 in February 2020
to 41.1 in June 2020. Unemployment, raw
materials inventories and export orders had the
lowest ﬁgures. The President commissioned an
industrial park in Ore, Ondo State. This factory
has a paper mill, the largest cassava to ethanol
factory in Nigeria, an automobile assembly
plant, as well as the country's ﬁrst high-density
ﬁbre and marine board producing factory.

Trend: Purchasing Managers' Index (2018 - 2020)

Source: CBN

HEALTHCARE

T

he capacity of a nation's healthcare is
most tested during a national crisis. The
demand for treatment and facilities has
only grown since the ﬁrst COVID-19 cases were

announced. Healthcare organisations and NGOs
joined the government in navigating the
opportunities and challenges of Nigeria's
healthcare system. Healthcare data, while
steadily improving, requires the robust input of
well-funded startups.

Share of health facility beds provided by
faith-based health networks in Africa (%)
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The effects of consistent reliance on donor aid
to build national infrastructure have become
plain. The World Bank estimates that over 77%
of Nigerians pay for their healthcare out of
pocket. The virus made it clear: there is a need
for robust policy framework, strategy and

ﬁnancing. The CBN disbursed N107.45Bn to
diagnostics companies, PHCs, and
pharmaceutical manufacturing ﬁrms focussed
on vital drugs. The 5% interest rate on this
facility will revert to 9%, starting March 2021.

COVID-19: Nigeria's leading funding sources ($'000 / M)

FGN
Source: AfDB, IMF, World Bank

Social distancing, movement restrictions and the
focus on COVID-19 emergency responses have
accelerated the adoption of telemedicine.
Mobile apps now aim to provide access to
certiﬁed medical practitioners irrespective of

their physical location. The University of Nigeria
Teaching Hospital (UNTH) also introduced a
service that allows for remote services ranging
from consultation and drug prescription to
appointment scheduling and laboratory work.

COVID-19: Funding Utilisation ($'000 / M)

China's 1,000-bed hospital built in 8 days set a
new record for the construction of a healthcare
facility. Purpose-built facilities like stadiums and
convention centres have been converted to
temporary hospitals to accommodate the
increasing number of cases. To reduce the

pressure on local medical centres, more space
will be required for testing, isolation and
treatment of infected cases. The need for a large
purpose-built medical facility has never been
more apparent.
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Healthcare Investment Required ($'M)

Size of Healthcare Space required (000/sqm)
Funding required ($’M)

Source: Devex

Globally, investments in healthcare stock and
REITs are gradually increasing as private
investors, and social capitalists show more
interest. Medical ofﬁces, laboratories, biotech
facilities and hospitals in Nigeria are already

receiving more than the usual attention and
should continue to do so after the pandemic.
This should lead to the provision of improved
healthcare facilities management in line with
global standards.

Trend: National Budget Capital Expenditure on Healthcare (N'Bn)

Source: DMO

PROPERTY TECHNOLOGY

T

he real estate industry is at the same
time, the world's largest asset class and
the most cautious in adopting new
technologies. The pandemic may have
accelerated this speed of adoption. The
enquiries reported by property listing sites
have spiked as the leasing and buying public,
now at home, have time to do some searching
for themselves. Searches have hit record

numbers for land purchases. Some service
providers have used the positive change in
behaviour to power expansion plans into other
countries – with Nigeria Property Centre
opening up shop in Ghana and Kenya. Drone
footage and virtual tours have become
commonplace. And although they are yet to fully
replace physical inspections, they are well on
their way. The demand for property data has also
increased. ML and AI tools are now regular topics
in development meetings.
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Price trends, buying patterns and demographic
changes are on constant watch. These are more
relevant than before in managing
developments, tenants and costs. Data around
demand and the economy now drive the
development of more nuanced projects. While
the core of real estate remains space-based,

proptech continues to prove that data around
using, managing and owning real estate is
central to effectively coordinating property
transactions. Forward thinking legislation is
required to accommodate innovation, improve
transparency and unlock higher transaction
values per transaction.

PRIVATE EQUITY

investment in reducing fraudulent real estate
transactions. The potential of return for
investing in healthcare services and facilities
may have been understood earliest by the VC
community.

Online retailer, Jiji rounded off 2019 by raising
$21M from Knuru capital. Total capital
imported in 2019 increased by 42.69% YoY from
$16.81Bn in 2018 to $23.99Bn in 2019. Funds
would be targeted at expansion initiatives and

Value of VC deals in Africa ($'M)
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Lifestores, a Lagos-based pharma startup
raised $1M from a consortium led by
Consonance Kuramo with participation from
the Flying Doctors Nigeria Group. The startup
aims to improve the supply chain upon which
primary healthcare facilities and pharmacies

depend. 54gene raised $15M from a syndicate
led by New York-based VC ﬁrm, Adjuvant
Capital. This is following $4.5M raised 9 months
ago. The startup intends partnering hospitals
and pharmaceutical companies to expand its
biobank and drug development capabilities.

Trend: Median VC deal size in Africa, by region, 2014 – 2019 ($'M)

Source: AVCA

Nigeria Real Estate Market Review H1 2020

|

35

CONCLUSION

T

o effectively curtail the spread of COVID19, the government has announced
several interventions, including N3Trn in
injections and palliatives. The CBN plans to
maintain exchange rate stability by deploying
external reserves to avoid investors selling off
naira-denominated assets.
Residential real estate remains the mainstay of
Nigeria's real estate market. Land is also in
demand and may remain the real estate
investment that's recession-proof. Still, the
inability to carry out online title veriﬁcation and
registration hinders the growth in transaction
volume. Health, security and safety are now
indispensable tools for attracting and retaining
occupiers. Not all retail is on the decline. The
essentials (groceries and pharmaceuticals) and
wants that beat rationality, such as alcohol, are
thriving. This will continue to support the growth
of neighbourhood malls. Retail providers will do
well to backwards integrate and invest in
enhanced delivery and small/mid-sized
warehousing. Logistics is likely to grow in the
coming seasons.
Corporate Nigeria has responded with a more
ﬂexible work schedule for staff, alternating
between Work from Home and ofﬁce-based
working. This should reduce the overall scale of
commuting and the consequent pressure on
infrastructure. For some occupiers, it will mean

signiﬁcantly less space in the mid-long term, as
they adopt greater remote working on an
ongoing basis. Occupiers may want more space
as they implement less dense workstyle settings.
The increased adoption of technology, regarded
as one of the more positive aspects of the
pandemic will continue to facilitate remote
working and accelerate the drive towards full
digitalisation.
Portfolio managers have started optimising for
shorter leases, break options and rent-free
periods. There will be a fundamental change in
both ofﬁce design, workplace conﬁguration and
working practices to emphasise mental health
and work-life balance. Firms are likely to reduce
the size of their portfolios in the immediate but
should expand once the economy rebounds.
Experts report acquisition opportunities for
distressed assets.
Research suggests that economies with wellstructured and efﬁcient property markets have
simple processes, low (and ﬁxed) transaction
costs, digital registries and time limits for
administrative procedures. Start-ups working on
market-friendly products, coupled with datasharing industry associations, supported by
well-informed government agencies will shorten
the time taken to conclude real estate
transactions.
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Disclaimer
The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual,
entity or property. Although we endeavor to provide accurate and timely information, there can be no guarantee that such
information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such
information without appropriate professional advice after a thorough examination of the particular situation.
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