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East African Seminar on
Residential REITs in Africa

Supporting the development of
housing finance markets in East Africa

Kecia Rust
Wednesday, 10 May 2017
Kigali, Rwanda

The Centre for Affordable Housing Finance in
Africa (CAHF) is an independent think tank based in
Johannesburg, South Africa.
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Our mission is to make Africa’s housing finance markets
work, with special attention on access to housing finance
for the poor. We pursue this mission through the
dissemination of research and market intelligence, the
provision of strategic support and ongoing engagement;
supporting increased investment, cross-sector
collaborations and a market-based approach.
The overall goal of our work is to see an increase of
investment in affordable housing and housing finance
throughout Africa: more players and better products,
with a specific focus on the poor.
www.housingfinanceafrica.org

CAHF is the Secretariat to the
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Agenda
Wednesday, 10 May 2017: REIT Seminar
Time:
Topics
08:30 – 09:00
Welcome Tea
09:00 – 09:30

Welcome and Introduction

09:30 – 10:00

Housing in Sub-Saharan Africa

10:00 – 10:30

Introduction to the African Union for Housing
Finance

10:30 – 11:00
11:00 – 12:00

Speaker
Kecia Rust, Centre for Affordable Housing
Finance in Africa
Alex Kanyankole,
CEO Development Bank of Rwanda
Oscar Mgaya, Chair of AUHF, CEO Tanzania
Mortgage Refinance Company

Tea Break
Nadia Kruger-Levy, Rebel Group S.A

13:00 – 14:00

Background to REITs in Affordable Housing in
Africa
A case from Tanzania: Watumishi Housing
Company
Lunch

14:00 – 15:00

African Residential REIT Case Studies

Nadia Kruger-Levy, Rebel Group S.A

15:00
16:00

Discussion and Q&A session and Closing

12:00 – 13:00

–

Fred Msemwa, CEO Watumishi
Housing Company, Tanzania
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Site visit
Thursday,
11 May 2017
08:30– 12:30 Site Visit to two projects in
Kigali
Batsinda Estate
Abadahigwa Ku Ntego Estate

With thanks to BRD

Site Visit
Bus will pick up and drop off participants at
Development Bank of Rwanda offices. Be there
from between 08:00 and 08:15. Please do not be
late, water and a snack will be provided.

Across Africa
there are two
views of
housing: shelter
vs. real estate
Can Residential
REITs fit in
between?

Rural

Government built

Shelter
Government
funded

Slums

Real Estate
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Affordability is a
critical issue: but
this is as much
about finance as
it is about
income

Income Profile for Rural and Urban Households :
(Source: C-GIDD, 2015)
$40 001 – $10 000 000
$23 001 – $40 000
$12 001 – $23 000
$8 001 – $12 000
$5 001 – $8 000
$3 601 – $5 000
$2 401 – $3 600
$1 601 – $2 400
$800 – $1 600
<$800
15m

10m
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Rural

Urban

5 521
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67 789

219 484

258 720

342 095

376 101

781 850

797 826

1 229 761

969 511

3 087 234

1 895 137

6 007 931

2 867 971

16 672 110

4 486 793

14 517 638

1 468 240
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How many households can afford a $10 000 house?

In Rwanda, a $10,000 loan (Source: CAHF & C-GIDD, 2015)
would cost $156/month
at an interest rate of
17,3% over a 15 year
term. All else being equal,
this is affordable to 4% of
the urban population.
(Lending data source: BRD, 2016)

Target price affordability
Could afford
Cannot afford

Bond term (years)

Mortgage interest rate

Mortgage finance is expensive: most countries offer mortgages at rates above 10%, and for7
less than 20 years, highlighting very real macro-economic issues that challenge housing
affordability. In Malawi, one might as well buy a house with a credit card.

As a result, mortgage markets are tiny across Africa

Source: 2016 Housing Finance Yearbook http://bit.ly/HousingFinanceAfricaYearbook2016
Email correspondence with local practitioners, annually

A key challenge is the cost of funding. Another is availability of long term funding.
Lower interest rates seem to correlate with larger mortgage markets.
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At the same time, developer-built housing targets the
higher end
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Price of the cheapest, newly built house by a formal developer in 2015 and 2016

Source: 2016 Housing Finance Yearbook http://bit.ly/HousingFinanceAfricaYearbook2016
Email correspondence with local practitioners, annually

… and happens rarely at scale. But even a $20 000 house is unaffordable for
the majority – and these are only available in limited projects. Most housing
is built by the owner, incrementally, step-by-step.

It is very difficult to come under $25 000 for a
standard, entry-level house
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All prices based on the same specification for a standard, ‘generic’ house:
•
Land = 120m2 in capital city
•
House = 46m2 constructed with cement block and plastered walls, galvanized iron sheeting, concrete slab / Veranda = 9m2

The cost to produce a standard 55m2 house varies greatly. Cost drivers appear to be imported
building materials, land costs, labour, financing & holding costs
How can they be better packaged? Can rental offer an affordability solution?

The potential for Residential REITs
For the housing sector
§ Internationally accepted investment structure brings in more capital
§ Aggregators: enabling big money to meet small projects
§ Address the cost of finance and the need for new, quality housing supply
§ Niche market potential:
§
§
§
§
§

Rental
Rent-to-buy
Civil servants
Employee groups
Student housing

In Kenya, Tanzania, South
Africa, Nigeria, Ghana,
Morocco:
different versions of
Development REITs and
Investment REITs

For the economy
§ Broaden and diversify capital investment opportunities
§ Shift investment to productive focus & offer experience in residential
§ Job creation & economic growth
Lessons? How low can we go?
Access the reports:

http://housingfinanceafrica.org/projects/residential-realestate-investment-trusts-africa/
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Thank you!
Kecia Rust
kecia@housingfinanceafrica.org
www.housingfinanceafrica.org
+2783 785 4964
Test out our mortgage affordability calculator:
http://housingfinanceafrica.org/dashboards/ca
lculating-mortgage-housing-affordabilityafrica/
Many thanks to:

See the 2016 Housing Finance in Africa Yearbook
http://www.housingfinanceafrica.org/document
/2016-housing-finance-in-africa-yearbook/

