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2African cities are crowded, but not economically dense — investments in 
infrastructure, industrial and commercial structures have not kept pace 
with the concentration of people, nor have investments in affordable 
formal housing.  Where do people live?

Lall,	Somik Vinay,	J.	Vernon	Henderson,	and	Anthony	J.	Venables.	2017.	“Africa’s	Cities:	Opening	Doors	to	the	World.”	World	Bank,	Washington,	DC.	
License:	Creative	Commons	Attribution	CC	BY	3.0	
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• 60%	of	Africa’s	urban	population	is	packed	into	slums	— vs.	34%	elsewhere
• housing	investment	lags	urbanisation	by	9 years	(Dasgupta,	Lall,	&	Lozano-Gracia 2014)
• Despite	apparent	demand,	>	30%	of	land	within	5km	of	CBDs	remains	unbuilt
• The	majority	of	urban	housing	is	built	by	households,	one-by-one
• Most	housing	bought	with	cash

• Housing	is	expensive	so	even	the	income-earning	live	rough
• Informal	housing	is	even	more	expensive,	but	easier	to	manage	day-to-day
• Urban	living	costs	are	higher	in	SSA	than	elsewhere, relative	to	GDP/capita

Good	housing	is	crucial	for	economic	development	in	African cities:
• Labour market	mobility
• Firm	productivity	and	competitiveness
• Agglomeration	economies:	productive	urban	form	and	municipal	services
• Household	asset	wealth:	home	based	enterprises;	productive	investment
• Investor	confidence	/	place	desirability	

African cities are crowded, but not economically dense — investments in 
infrastructure, industrial and commercial structures have not kept pace 
with the concentration of people, nor have investments in affordable 
formal housing.  Where do people live?

Lack	of	effort	
towards	scale

Lall,	Somik Vinay,	J.	Vernon	Henderson,	and	Anthony	J.	Venables.	2017.	“Africa’s	Cities:	Opening	Doors	to	the	World.”	World	Bank,	Washington,	DC.	
License:	Creative	Commons	Attribution	CC	BY	3.0	

Finance	makes	
scale	possible
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Real	Estate

So,	what	does	
the	residential	

property	
investment	
opportunity	
look	like?	

Rural

Slums

Government	built

Self-build



5A disconnect is evident. 
Is this because of 
investor expectations?

Kilamba,	in	Angola,	
is	another	example

Vision	City	is	a	
development	by	the	
Rwanda	Pension	
Fund.	 Initial	prices	
between	$100k	-
$500k
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The	gap	between	what	“affordable”	
housing	would	cost	to	finance,	and	
what	the	average	household	can	

afford	to	pay,	is	simply	too	large.		In	
most	countries,	even	$10	000	is	too	
much	for	the	average	household.
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Housing	has	a	significant	impact	on	the	economy
What	would	it	look	like	for	Nigeria	to	build	100	000	units	at	
N2,4m	per	annum,	doubling	the	current	rate	of	delivery?
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The	challenge	is	the	N2,4m	house…

How	do	we	
make	this	look	
less	like	a	small	
scale,	ad	hoc	
intervention	
and	more	like	a	
viable	
approach	
towards	
housing	the	
nation?



9Investors	need	access	to	scale,	while	household	
affordability	needs	costs	to	be	broken	down:	three	
approaches	towards	aggregation	of	the	opportunity

Real	Estate	
Investment	
Trusts

Investment	
vehicle	that	
aggregates	
investments	
and	investors	
into	realisable
deals

Co-operatives	
and	SACCOs

Savings	
vehicles	that	
aggregate	
household	
affordability	
into	a	viable	
proposition

Rental	

Housing	
supply	
approach	that	
aggregates	the	
management	
&	ownership	
function
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Thank	you!

Kecia	Rust
kecia@housingfinanceafrica.org
www.housingfinanceafrica.org
+2783	785	4964

https://www.facebook.com/HousingFinan
ceAfrica?ref=hl

Twitter	@CAHF_Africa
Twitter	@AUHF_Housing

CAHF	is	the	Secretariat	to	the:
http://housingfinanceafrica.org/projects/reside
ntial-real-estate-investment-trusts-africa/
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Questions to the panel

1. Each from your own contexts: what 
investment opportunities have you 
identified as you consider affordable 
housing in Africa?

2. We’ve seen an increasing interest in 
various niche markets: rental 
housing, employer housing, student 
housing. Is this where the growth 
should be focused or might these 
niches offer insights into wider 
opportunities?

3. If you could make three interventions 
that would improve the affordable 
housing investment opportunity in 
Africa, what would they be?

§ CDC: as you’ve scoped out 
opportunities to invest in affordable 
housing in Africa, what have been 
the main constraints? what would it 
take for you to shift more of your 
investment capital towards 
affordable housing?

§ McKinsey: Are PPPs  realistic? How 
can PPPs be made to really address 
affordable housing?

§ Mota-Engil: Is the $10,000 house 
achievable at scale? How?

§ Lagos State Government: What is 
the Lagos State Government doing 
to address the backlog and who are 
your partners in this work?



12Real	Estate	Investment	Trusts	(REITs)	offer	a	critical	
opportunity	for	financial	intermediation	– can	this	extend	to	
affordable	housing?

http://housingfinanceafrica.org/projects/residential-real-estate-investment-trusts-africa/

What	is	a	REIT?
• Company	or	trust	that	owns	and	often	manages	a	portfolio	of	mortgages	

and	/	or	real	estate	properties
• Operates	in	accordance	with	certain	rules	and	regulations
• Allows	investors	to	invest	in	portfolios	of	mortgages	or	large-scale	properties	

through	the	purchase	of	shares.	
• The	shareholders	of	a	REIT	earn	a	share	of	the	income	stream	produced	by	

the	investment	portfolio

What	are	the	distinguishing	factors?
• REITs	aggregate	diverse	sources	of	funding	and	target	them	into	real	estate	

portfolios	that	extend	beyond	the	limitations	of	individual	projects.
• REIT	regulations	and	legislation	provide	for	preferential	tax	treatment	and	

require	high	rates	of	profit	distribution.
• Together,	these	unique	factors	enable	REITs	to	raise	finance	from	investors	

who	otherwise	might	lack	access	to	– or	be	reticent	to	engage	in	– real	
estate	markets.	

Key	
challenges	
are	[1]		
investor	

trust	in	the	
affordable	
market and	
[2]	ability	to	
achieve	
scale	

delivery.

Who	builds	
this	trust?

Are	REIT
investors	
patient	
enough?
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household	savings	into	a	viable	proposition	– can	
this	grown	to	scale?

§ Less	than	10	%	of	all	housing	credit	in	Kenya	comes	in	the	form	
of	mortgages	from	the	banking	sector	– the	remainder	of	
housing	finance	comes	from	SACCOs	and	housing	cooperative	
networks.	(Kenya	Economic	Update,	April	2017)

Key	challenges are	access	to	the	value	chain	(land,	development	capacity)	and	to	
long	term	finance.		Can	the	investor	sector	trust	co-op	and	SACCO	capacity?

• Is	there	a	regulatory	response?
• What	is	the	institutional	response?	How	do	lenders	work	effectively	with	

cooperatives?
• Do	we	understand	the	potential?
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Rental	improves	affordability	by	aggregating	ownership	and	
management	costs	– how	can	the	management	capacity	be	
grown?

§ Large	scale	landlordism
§ Opportunity	for	pension	funds	
investment

§ REIT	investment	target
§ Viability	depends	on	scale

§ Small	scale,	household	landlordism
§ Backyard	rental
§ Urban	infill
§ Supported	with	housing	microfinance

Key	challenges	are	[1]		
management	capacity	

and	[2]	scale	for	
viability

Small	scale	landlords	
offer	a	niche	
opportunity

How	do	lenders	
structure	their	

products	to	meet	this	
diversity


