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EXECUTIVE SUMMARY
Real Estate Investment Trusts (REITs) were first introduced in 
the United States (US) in 1960, with the legislation amended 
over time until in 1976 the legal and regulatory structure 
recognised in most countries had been developed. The key 
provisions were for these to be collective investments in a 
corporate vehicle investing in real estate or real estate linked 
financial instruments. Most of the taxable income had to be 
distributed to investors and tax was levied on the individual, 
not at the corporate level. 

The purpose of REITs was both to encourage construction and 
property investment as well as enable access to real estate 
investment for lower income earners and bodies typically 
exempt from taxation, such as pension funds and charities. To 
enhance this proposition, most jurisdictions aimed to reduce 
risk by not allowing any REIT to be controlled by a single 
shareholder or small group of shareholders and restricting the 
amount of debt that could be leveraged. In many jurisdictions, 
REITs that were available to the general public had to 
demonstrate some level of liquidity, such as being traded on a 
recognised exchange.

The global REITs market is estimated to be worth around U$4 
trillion and 44 countries are recognised as having legislation 
that could be described as REIT-based, with that number likely 
to increase in the near future. In August 2019, more than 85 
percent of REITs by asset value worldwide were concentrated 
in five countries, of which nearly 80 percent were in the US. 

When analysed by sector, over 85 percent of the assets held by 
REITs are industrial, commercial or real estate-based financial 
instruments. The residential element is less than 15 percent 
and over half of this is for retirement villages or student 
accommodation. This report includes a review of the limited 
number of residential-based REITs and identifies that these 
are clustered around higher-value properties, with only some 
REITs in the US and Japan making any significant contribution 
to the provision of rented accommodation for middle or lower 
income households.

In February 2017 a CAHF study on residential REITs reviewed 
developments in seven countries and analysed the impact 
in South Africa (44 REITs), Kenya (1 REIT), Ghana (1 REIT), 
Tanzania (1 REIT) and Nigeria (4 REITs).1 Rwanda and Morocco 
which were included in the study did not have any established 
REITs. Of the 51 REITs identified, only 11 had any residential 
element and of these nearly half were investing in student 

1  Rebel Group (2017). Residential REITS and their Potential to Increase Investment in and Access to Affordable Housing in Africa: Case 
Studies of African REITs. Centre for Affordable Housing Finance in Africa. http://housingfinanceafrica.org/documents/residential-real-
estate-investment-trusts-case-studies-african-reits/

2  Although South Africa is not included in this review, it would have been a useful reference point for the performance of REITs. However, 
the economic uncertainties of the South African economy, particularly in real estate, has impacted on the value of shares in REITs. As 
these have seen significant losses, they are not a useful comparator at present. One of the results of this turmoil has been that South 
African-based REITs with available purchasing power have been investing in other parts of Africa, for example Kenyan shopping malls, to 
underpin their balance sheet and returns. 

accommodation. Nearly all those with a significant residential 
element were based in South Africa.

The 2017 report identified two significant disadvantages 
perceived for investment in lower-value residential properties. 
First, operating costs were mainly fixed so they took a large 
proportion of available rental, and lower income households 
were more at risk of default. Second, the extension of REITs to 
“affordable” households would require a new financial model, 
probably supported by government, to make such investment 
attractive. 

Since 2017, there has been extensive comment about the 
interest of government, financial institutions and investors in 
the opportunities for investing in the affordable residential 
sector allied to the increasing levels of gross domestic 
product (GDP) and urbanisation in Africa. This report has been 
commissioned by CAHF to identify whether the evidence 
supports this trend, and to investigate whether REITs are a 
sustainable vehicle in this sector and, to probe whether there 
are alternative proven structures. 

The countries under review are the same as the 2017 study 
except that South Africa has been excluded and Uganda and 
Zambia added.

Some of the countries, both in the 2017 study and this review, 
do not yet have recognisable REITs legislation, e.g. Ghana, 
but do have recognisable development and/or investment 
vehicles that have many REITs-style features. These are often 
referred to under the collective name of Property Investment 
Trusts and are corporates which raise funds for investors based 
on a prospectus that offers similar property-based assets and 
distributions but not necessarily with a similar taxation regime. 
Some of these REITs equivalents were included in the 2017 
report and a similar approach has been used for this review.2 

For the countries in the 2017 report, excluding South Africa, 
but included in this review, seven were identified as REITs or 
equivalents, and this has now increased to 14. All these new 
REITs are in the commercial sector, developing and investing 
in commercial and retail. 

This report identifies a number of conditions that need to be 
met for REITs to be attractive to institutions to set up such 
vehicles, and for investors to see such REITs as a sensible home 
for their funds. In particular:

http://housingfinanceafrica.org/documents/residential-real-estate-investment-trusts-case-studies-african-reits/
http://housingfinanceafrica.org/documents/residential-real-estate-investment-trusts-case-studies-african-reits/
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• The net returns from renting out affordable residential 
property can be favourably measured against the returns 
from investing in short- or medium-term government 
issued debt.

• There is a reasonable measure (usually the second-hand 
market) for future valuation of the residential properties 
and an organised market for the future sale of these 
properties. 

• There is a recognised exchange where liquidity could 
be achieved for their investments, within a reasonable 
period of time and at a value that reflects the underlying 
asset value of the REIT.

• There are acceptable arrangements that will enable 
the REIT to source suitable properties, and identify and 
manage appropriate tenants without undue political 
interference. 

• There is reasonable governance and statutory oversight 
to ensure the protection of their funds.

The eight reviewed countries were ranked on the ability 
to meet these criteria and, of these, only Morocco (where 
investment in affordable housing for rental is held back more 
by current prospects for the residential market than the 
economic, fiscal or regulatory regime) is scored as meeting 
these requirements; with reasonable prospects for Kenya 
and Rwanda. In many countries, such as Ghana, the main 
restriction was the level of government borrowing pushing up 
the real rate of return on treasury stock, and the corollary of 
high levels of mortgage interest rates restricting both supply 
and the market for residential housing.

The 2017 report identified that a new financial model might be 
required to extend REITs into the affordable housing sector and 
that this might require government involvement. In Tanzania, 
the Watumishi Housing Company REIT is a public but non-
listed REIT set up by the State Pension Fund with the support 
of the government to finance the construction of 600 units, 
principally for occupation by civil servants, some of which have 
been sold and the majority of which are in a “rent to own“ pool. 
According to the sponsors, this has produced an 11 percent 
return on investment, and it is hoped to extend the capacity and 
liquidity of the investment by listing on a recognised exchange 
in the near future. This model has the attraction of providing 
investors with an existing structure with a track record of 
measurable success, support from a major financial institution 
with significant liquidity, i.e. the State Pension Fund, state 
support and a potential exit route that does not solely rely on 
the local mortgage market. In Nigeria, the Ministry of Finance 
and Sovereign Wealth Fund have created Family Homes Fund 
Limited (FHFL) which is developing new affordable housing 
that is available on a low start financing scheme called Help 
to Own, which could have a similar profile for investors. These 
could provide the catalyst required.

The total pension fund assets in the study countries are 
estimated to be approximately US$43 trillion, most of which 
is under the control of state agencies, and much of which is 
already invested or has to be held against near-term liabilities. 
With the easing of regulations for pension fund investments 
and encouragement from governments, these could provide 
the platform for REITs concentrating on affordable housing. 
This would also provide a wider range of opportunities for 
investment in real assets by the wider public in these countries.

As mentioned, it is noticeable how the creation of REITs has 
been concentrated in a few economies, and these could be 
categorised as having high levels of GDP, limited state control 
of pensions and investments, and relatively low rates of tax. 
There are other countries that could be included under these 
headings, particularly in Europe, but where REITs have not 
made any significant impact. One of the main reasons is the 
longer history of property investment by financial institutions 
and more competition among these institutions, particularly 
when they manage pension funds. Institutions invest directly 
into property and view REITs as an expensive additional layer 
that reduces returns. In these countries, the institutions look 
to raise monies directly from the public into their diversified 
investment opportunities, and existing tax regulation means 
there is little benefit for institutions or investors to use the 
REITs route.

In the study countries, there is little competition between 
pension funds so it is not clear whether the wider commercial 
REITs market, such as in South Africa, would be an attractive 
option for future wealthholders. The current state of South 
African markets may deter this potential expansion. Without 
a wider REITs market on local exchanges, it may be difficult 
to achieve the liquidity that residential-based REITs would 
require.

The main alternative model to private investment in affordable 
housing through a REIT is using capital markets to provide 
long-term debt or targeted investment funds which include an 
equity element. In countries where REITs are not a substantial 
property investment option, volume affordable housing is 
principally funded through institutional debt coupled with 
some equity, often initially provided by the state through an 
NGO, often with quite strict statutory oversight. Examples  
of this are the United Kingdom, Germany, Scandinavia and 
France. This debt is usually cheaper than the return on a 
REIT because of reduced operating costs, because security is 
charged on the properties it is funding as well as guarantees 
either from government or through insurance companies. 
Sometimes the interest rate is low-start or inflation-linked and 
maturities of the debt can stretch out for as much as 25 years. 
In some of these countries, this approach is used to fund up to 
20 percent of the housing stock and is restricted to properties 
below a certain capital or rental value. In some cases where 
these NGOs have been established, they have launched their 
own REITs-style vehicle for their middle income household 
homes. 
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The successful launch of an infrastructure fund in Nigeria (the 
Chapel Hill Denham Nigeria Infrastructure Debt Fund – NIDF) 
and the Green Bond in Kenya indicate that capital markets 
could be developed further to expand this source of debt and 
equity funding. WHC in Tanzania and FHFL in Nigeria could be 
the platform to develop such initiatives.

To support investment in affordable homes in Africa and the 
study countries, an approach that encouraged the creation of 
REITs based on the financial models or similar described above 
in Tanzania and Nigeria, as well as the NGO model, could 
be pursued in parallel. Both require an improving economic 
environment and the expansion of access and regulation of 
the capital markets, as well as the provision of future offtake 
opportunities for the construction industry in both low-start 
home ownership and the rental markets. 

Since 2017 there has been little movement forward for 
residential REITs in the countries under review and although 
the wider REITs market has expanded worldwide, this has 
been limited to a few economies where the economic and 

fiscal environment is significantly stronger than in Africa. 
The underlying trend of increasing GDP, wider and diversified 
economic growth, as well as urbanisation, will all lead to more 
demand for sustainable affordable housing both to own and 
rent. The speed at which the sector develops will be very 
dependent on interest rate levels on government debt and 
mortgages and the corollary investment returns.

There are signs that the pre-condition identified by the 
2017 CAHF report, i.e. a working financial model that 
attracts investors, is gaining traction but will need more 
encouragement in more countries for it to become the 
required platform for growth. The alternative model, based on 
long-term debt utilising regulated NGOs, specific government 
agencies, a public private partnership vehicle, or a regulated 
commercial enterprise as providers of affordable housing, 
could be developed in parallel. Together they both could be the 
basis for opening up the wider capital markets to funding more 
affordable housing.
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GLOSSARY OF TERMS3

Debt payment holiday - The period on deferred interest debt before cash payments of interest or capital commence.

Deferred interest stocks - Capital market or institutional debt where interest is added to the loan and cash payments of interest 
and capital start at a certain later date.

Development REIT - Often referred to as D-REITs, these investment vehicles construct and develop properties then dispose, 
distributing development profits to investors. Perceived as more risky and less certain distribution to shareholders. In some 
jurisdictions can transfer completed schemes to an income portfolio e.g. Australia.

Gearing - The percentage of the cost of an asset that is funded through debt, normally to increase the return on the part funded 
by equity. Is also a measure of risk to the equity provider as the debt costs and capital repayment will normally rank ahead of 
equity providers.

Income REIT - Often referred to as I-REITs, they hold completed schemes for rent or interest in related real estate financial 
instruments. The eligibility regulations will normally require a high percentage of net income to be distributed to each financial 
year and limits on gearing and non-compliant assets. Perceived as less risky than D-REITs but with reduced possibility of significant 
capital uplift. 

Index linked stocks - Capital market debt where each year the amount of interest paid and the capital outstanding increases or 
decreases in relation to an external index.

Non-government organisation  - In the housing context, these are normally non-profit distributing organisations often referred 
to as Housing Trusts or Housing Associations. In countries where these must be registered to  enjoy tax breaks or access to 
government funds, they can be referred to as Registered Providers.

Treasury-Bills - Government issued and usually publicly traded debt (T-Bills).

Second-hand market - The arrangement for buying and selling homes that have already been lived in and are being resold by an 
investor or owner occupier.

3  These definitions are those used in this report. For some entries there will be other definitions in common use and employed in other 
documents.
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1. INTRODUCTION
African governments are increasingly acknowledging the need 
to develop capital markets, to facilitate economic growth and 
finance the development of key priority sectors, including 
increasing the provision of affordable housing for low and 
middle income segments of the population. For example, 
the national country visions of Kenya, Zambia, Rwanda and 
Nigeria all highlight capital market development as crucial for 
their growth. Making best use of these financial markets to 
support the delivery of affordable housing requires effective 
land-use management, a cohesive and effective construction 
supply chain, managed urban infrastructure development and 
an enabling policy and regulatory framework.

Another example is the government of Ghana, which has 
announced major initiatives to begin addressing the housing 
deficit and housing affordability. The government included 
in its 2019 budget, approved by Parliament on 29 November 
2018, a GH¢1 billion4 (US$190 million) mortgage fund aimed at 
stimulating access to affordable housing. The mortgage fund 
has started providing offtake agreements to private developers 
and by so doing will reduce market risk for affordable housing 
developers and potentially lower construction costs. One 
platform for these initiatives is to put in place regulations 
that will allow for the creation of Real Estate Investment 
Trusts (REITs) with typical tax structures for these types of 
instruments. A consultation document issued by the Securities 
and Exchange Commission (SEC), the relevant Ghanaian 
regulator, is under consideration. 

A CAHF study on residential REITs published in February 
2017 sought to determine the potential of the REITs model to 
increase investment in, and access to, affordable housing in 
Africa.5 

The 2017 report reviewed the following countries:

• Ghana

• Nigeria

• Tanzania

• South Africa

• Kenya

• Rwanda

• Morocco

4  GH¢1 = US$0,19, February 2020.

5  Rebel Group (2017). Residential REITs and their Potential to Increase Investment in and Access to Affordable Housing in Africa. http://
housingfinanceafrica.org/app/uploads/RGSA_CAHF_-Study-Residential-Reits-in-Africa_Case-study-Report-2017.pdf (Accessed 31 
October 2019). Pg. 36. 

6  Nigerian Stock Exchange. Listing 30 September 2019. http://www.nse.com.ng/ WAPI.(2017). West African Property Investment 
Conference November 2017. https://www.apsaidal.com/wapi-west-africa-property-investment-summit-2017/

The study identified a fundamental question: Can investment 
into affordable housing in Africa by REITs generate competitive 
returns and of sufficient scale or liquidity “given the specific 
costs and risks that exist” to attract sufficient investors for 
REITs “to be a major contributor to housing provision in 
Africa”?

The study concluded by identifying the key investment 
environment requirements and the pre-conditions for the 
effective development of a residential REITs market. 

The preconditions identified included: 

• the existence of appropriate and efficient institutional 
structures; 

• clear legislation and regulation; 

• efficient administrative processes; 

• effective deeds registries; 

• accurate property valuations; and 

• market transparency. 

The study identified five countries – South Africa (44 REITs), 
Kenya (1 REIT), Ghana (1 REIT), Tanzania (1 REIT), and Nigeria 
(4 REITs albeit one was Sun Trust which is not a REIT but a debt 
arranger6) – in which a REITs framework existed as an available 
instrument for raising capital market finance. Among the 51 
REITs identified, only 11 included residential real estate among 
their portfolios. One of the reasons behind this was the very 
limited scale of housing delivery.  

Two issues were specifically addressed in the 2017 report. 
First, that operating costs were mainly fixed so that lower-
value properties and rentals were at a net yield disadvantage. 
Second, there was a  perception that renting to lower income 
households brought with it an enhanced risk of default. These 
were viewed as major disincentives for investors when looking 
for either market rates of income or future capital value 
enhancements from the provision of affordable housing. 

The report concluded that it would require “private sector 
experimentation as well as government and NGO [non-
governmental organisation] support” for REITs to develop a 
financial model which could make this housing segment an 
attractive target market for investors. 

http://housingfinanceafrica.org/app/uploads/RGSA_CAHF_-Study-Residential-Reits-in-Africa_Case-study-Report-2017.pdf
http://housingfinanceafrica.org/app/uploads/RGSA_CAHF_-Study-Residential-Reits-in-Africa_Case-study-Report-2017.pdf
http://www.nse.com.ng/
https://www.apsaidal.com/wapi-west-africa-property-investment-summit-2017/
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Ongoing monitoring by CAHF has identified that the housing 
investment market in some countries in Africa has been 
changing and worth exploring again to determine if the 
preconditions for functional residential REITs market are 
improving. CAHF has recently undertaken a review of the 
housing investment landscape, in a series of country and 
regional reports that have identified increasing investor 
interest in the affordable housing sector.7 

Eight countries stand out as being particularly interesting, with 
institutional investors, concessional funders, international 
lenders and other capital providers showing interest in the 
affordable housing sector where the value chain for such 
investment appears to be improving. Therefore the purpose of 
this report is to explore whether, in these cases, the residential 
REIT market might offer an opportunity to move the sector 
along in the right direction, or if not REITs, were there proven 
models that could facilitate access to the capital markets to 
fund the volume provision of affordable housing.

7  For more information on CAHF’s Housing Investment Landscapes research, see http://housingfinanceafrica.org/projects/landscapes-
housing-investment-africa/

8  Nairobi Securities Exchange. UPDC. https://www.nse.co.ke/ (Accessed 9 October 2019).

9  Casablanca Stock Exchange. Profiles. http://www.casablanca-bourse.com/bourseweb/en/index.aspx (Accessed 9 October 2019).

10  Nigerian Stock Exchange. http://www.nse.com.ng/.

11  Watumishi Housing Company (WHC). https://www.whc.go.tz/. (Accessed 9 October 2019). WHC – REIT not listed but anticipates listing 
at some point in future. 

12  Republic Bank. https://www.republicghana.com/ (Accessed 14 October 2019). Republic REIT (previously HFC REIT) now delisted but 
remains an investment vehicle for HFC Bank.

As a follow-on to the 2017 study, this report aims to:

• Determine market readiness to support the emergence 
of affordable housing REITs.

• Identify market enablers and barriers for the growth of 
REITs.

• Define the housing supply context and identify 
affordable housing development value chain barriers and 
opportunities. 

• Scope existing interventions by capital markets (if any) 
to develop affordable housing as a sector in terms of 
other instruments.

• Analyse existing REITs portfolios – portfolio mix, market 
capitalisation, distribution mandate, observation and 
indications of growing exposure and recognition of 
housing in the portfolio.

• Review the performance of existing REITs. 

• The eight target countries included in this report are 
listed in Table 1, with current active REITs or similar 
vehicles.

Table 1: REITs in target countries

Country Company Asset Focus Legal Structure
Kenya (2)8 Stanlib Fahari I-REIT (FAHR.ke) Commercial Listed REIT

Home Afrika Limited (HAFR.ke) Housing Listed Development Company

Morocco (5) 9 Alliance Mixed Listed Development Company

Douja Promotion Groupe Addoha SA Mixed Listed Development Company

Immorente Invest SA Mixed Listed REIT

Balima Ste Immobiliere SA Mixed Listed Development Company

Residences Dar Saada SA Mixed Listed Development Company

Nigeria (4)10 UACN Property Development Plc (UACPR.ng) Mixed Listed REIT

Union Homes Real Estate Investment Trust 
(UHOMRE.ng)

Housing Listed REIT

UPDC Real Estate investment Trust (UPDC.
ng)

Mixed Listed REIT

Skye Shelter Fund Plc (SKYESH.ng) Housing Listed Development Company

Tanzania (1) Watumishi Housing Company11 Housing Private REIT

Zambia (1) Real Estate Investments Zambia Plc (REIZ.zm) Mixed Listed REIT

Ghana (1) Republic REIT12 Housing Private REIT

http://housingfinanceafrica.org/projects/landscapes-housing-investment-africa/
http://housingfinanceafrica.org/projects/landscapes-housing-investment-africa/
https://www.nse.co.ke/
http://www.casablanca-bourse.com/bourseweb/en/index.aspx
http://www.nse.com.ng/
https://www.whc.go.tz/
https://www.republicghana.com/
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Of the 14 REITs listed in Table 1, six are quoted REITs, two 
are private REITs controlled by existing financial institutions, 
and six are quoted development companies that display the 
characteristics of a REIT and potentially could convert within 
REIT legislation to become a listed REIT. This follows the similar 
definition used in the 2017 report and enables comparative 
analysis. 

There are additional development companies which could be 
included using the second criteria, such as Centum Investment 
Holdings Plc, (Centum) which is based in Kenya and listed on 
the Nairobi Stock Exchange. Centum controls approximately 
US$700m of assets with residential development (mainly 
at higher value market segment) and commercial property 
investment representing a minority of its business. Conversion 
of the property segment to a REIT would require a major 
recapitalisation and deconstruction of the legal entity and its 
listing and is therefore not included in the list. This qualification 
would apply to other conglomerate businesses in the countries 
under review, albeit they would still have a major influence on 
the property development market locally.13

Of the companies listed, the five listed on the Casablanca 
Stock Exchange identified themselves as having a mixed focus 
with their portfolios primarily commercial or retail.  However, 
as the REITs enabling legislative framework is relatively recent, 
expectations are that conversion will be considered by them 
in the near future. REIZ in Zambia held only 22 residential 
apartments. As the Watumishi Housing Company (WHC) is 
a private REIT, no capitalisation figures are available from a 
listing, so only Home Africa with Union Homes and Sky Shelter 
Fund from Nigeria have a predominant housing focus and their 
total capitalisation was approximately U$50 million. Only 12 
are quoted on a recognised exchange, of which six identified 
themselves as commercial property developers or related 
funders (the definition of commercial properties including 
student and hospitality sectors). A further four mentioned 
residential as a sub-sector, mainly as part of wider property 
development, and only two, UPDC and Home Africa, placed 
residential accommodation as a priority.

Further detail on the list of 14 companies is given in Appendix 
1. The market capitalisation of the mainly residential REITs 
was less than US$47 million. The two unquoted REITs were 
residential property developers sponsored by the Tanzanian 
government and HFC Bank (Ghana). Of the 14, most (10) 
regarded themselves as property developers, deciding later 

13  Centum (2019). Financial Results. Financial Statements 30 September 2019. https://centum.co.ke/ (Accessed 30 September 2019).

14  Nairobi Securities Exchange. Profiles. https://www.nse.co.ke/, Nigerian Stock Exchange. Profiles. http://www.nse.com.ng/, Lusaka 
Stock Exchange. Profiles. http://www.luse.co.zm /and Casablanca Stock Exchange. Profiles.  http://www.casablanca-bourse.com/
bourseweb/en/index.aspx (Accessed 9 October 2019).  

15  Ernst & Young Global Real Estate (2017) Global REIT Markets. https://www.ey.com/Publication/vwLUAssets/ey-global-reit-
markets/$FILE/ey-global-reit-markets.pdf.

16  National Association of REIT Providers (Nareit). https://www.reit.com/ (Accessed September 2019).

17  Euronet. Euronet Legal Review. https://www.euronetworldwide.com/ (Accessed 31October 2019).

18  Australian Securities Exchange; Listing Investors Report. www.asx.com.au.

based on value, returns and funding, whether to hold the 
properties as investment.14

2. REITS IN A GLOBAL CONTEXT
REITs were first introduced in the US by Public Law 86-779 
(sometimes called the Cigar Tax Extension Act of 1960) on 14 
September 1960 when President Dwight D Eisenhower signed 
legislation that created a new approach to income-producing 
real estate investments. The first REIT was American Realty 
Trust founded in 1961. Initially, REITs in America were mortgage 
refinancing companies set up as “business trusts” but in the 
late 1960s and early 1970s the main thrust changed to property 
development and investment. The American Tax Reform Act 
of 1976 allowed REITs to be set up as corporations. A further 
Tax Act was passed in 1986 to restrict abuse. The concept was 
designed to allow all investors to benefit from commercial real 
estate investment, which had only previously been available 
to large financial institutions or intermediaries and to wealthy 
individuals. Since then, similar legislation has been enacted 
in 44 jurisdictions with more countries considering a similar 
approach.15 

Estimates are that the current global REITs market is worth 
approximately US$4 trillion by values of assets held, of which 
a third is held in private REITs (not quoted on any recognised 
stock exchange) and the other two-thirds in public REITs (listed 
on a recognised stock exchange).  Of the latter, it is estimated 
that 50 percent is funded through equity contributions and 50 
percent through debt.16

The regulations governing REITs vary from country to country 
but typically the essential elements are:

Minimum equity contributions between US$500 000 and 
US$5 million.

At least 75 percent of the assets must be held in income-
producing real estate and at least 75 percent of the income 
must be from qualifying real estate. In some jurisdictions these 
percentages can be as high as 90 percent. 

The real estate assets must be held for at least four years 
before disposal and in some cases, e.g. Bulgaria,17 the assets 
must only be held within the jurisdiction, whereas in other 
jurisdictions, e.g. Australia, a REIT can hold all of its properties 
outside of the jurisdiction. One of the largest Australian REITs 
is US Masters18 which mainly invests in New York apartments.

https://centum.co.ke/
https://www.nse.co.ke/
http://www.nse.com.ng/
http://www.casablanca-bourse.com/bourseweb/en/index.aspx
http://www.casablanca-bourse.com/bourseweb/en/index.aspx
https://www.ey.com/Publication/vwLUAssets/ey-global-reit-markets/$FILE/ey-global-reit-markets.pdf
https://www.ey.com/Publication/vwLUAssets/ey-global-reit-markets/$FILE/ey-global-reit-markets.pdf
https://www.reit.com/
https://www.euronetworldwide.com/
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There must be a minimum of five and sometimes as high 
as 10 individual independent shareholders and typically no 
individual shareholder can hold more than 10 percent of the 
equity. In many jurisdictions, individual includes corporate 
vehicles which can be a pension fund or a charity.

A minimum percentage of taxable income must be distributed 
to investors each year and this typically ranges between 75 
percent and 90 percent excluding revaluation or capital gains. 

Usually there is a restriction on the level of debt related to a 
percentage of the value or cost of real estate assets typically 
ranging from 25 percent to 45 percent but can be as low as 15 
percent and as high as 75 percent. In some jurisdictions the 
restriction is related to interest charges being a percentage of 
revenue from real estate. 

Typically, the REIT is not subject to local company taxes, but the 
distribution is subject to personal or corporate tax in the hands 
of the individual which is particularly beneficial to institutions 
or individuals, e.g. pension funds which might not be subject 
to tax. In some jurisdictions, capital gains on disposal of an 
interest in REITs is exempt from the investor’s tax or taxed at a 
lower rate, but this is in a minority of countries.

There are regulations in different regimes on the governance 
and financial management of REITs. In some cases the property 
management must be carried out by a separate institution and 
in others the assets must be held by a trustee on behalf of the 
investors. 

In some jurisdictions, REITs can develop as well as invest and 
manage and have periods, e.g. three years, when an asset can 
be held in a separate development portfolio.  In a few other 
jurisdictions, 19 Development REITs (D-REITs) exist which allow 
investors to share in the benefits of real estate development 

19  MSCI (2019). MSCI Equity Indexes August 2019 Index Review. https://www.msci.com/eqb/pressreleases/archive/MSCI_Aug19_QIRPR.
pdf (Accessed 31 October 2019). Pg. 1. 

20  Ibid.

rather than investment; however, these have had little 
popularity due to their speculative nature. This reflects that 
D-REITs have difficulty in projecting and timing the income 
distributions because they depend on disposal of construction 
projects and have a higher risk than investment REITs. D-REITs 
that have been attractive to investors are in countries where 
development and investment REITs can be combined so there 
is, effectively, an automatic offtake when construction is 
completed. 

The structures reflect the original purpose of the REITs 
regulations, which was to encourage a wider population 
of investors to participate in real estate investment seen 
politically in the US as a way of allowing ordinary people a 
stake in the growing wealth of the country and a store of value 
for the future. The tax regime, where tax was levied on the 
income received by the investor rather than on the company, 
would encourage those on lower tax rates or exempt from 
taxation such as pension funds and charities, to participate. The 
governance arrangements ensured that no single individual, 
institution or small group of shareholders could control 
the company to the detriment of smaller investors and the 
requirements to distribute high levels of income, concentrate 
only on real estate and restrict gearing was viewed as ways 
of reducing abuse and controlling risk. In many jurisdictions, 
by requiring concentration on property assets within national 
boundaries or new construction, the aim was to encourage 
construction, investment and employment. 

Figure 1 provides an overview of REITs globally, by asset value 
including countries covered by this report, and shows that 
the market is dominated by five major developed economies 
with the US representing nearly 80 percent of the total and 
Australia, Japan, France and Hong Kong representing a further 
15 percent, leaving the rest of the world with less than five 
percent.20 

https://www.msci.com/eqb/pressreleases/archive/MSCI_Aug19_QIRPR.pdf
https://www.msci.com/eqb/pressreleases/archive/MSCI_Aug19_QIRPR.pdf
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Figure 1: Asset value of REITs by country

Source: MSCI (2019) MSCI World REITs Index (USD). https://www.msci.com/documents/10199/ddf1037b-481a-4b17-a2a7-ba9c51043b45 
Accessed 31 October 2019. Pg. 2.

Figure 2 displays REITs around the world by sub-industry. Although the largest sector is titled “Specialised REITs”, this heading 
reflects principally specific office or industrial developments and “Diversified REITs” are similar in that they reflect commercial 
developments but are not built around a specific scheme or type. Asset classes can include nearly all ranges of income-producing 
real estate, with REITs specialising in gas stations, agricultural buildings, breweries, shopping malls and similar. 

It is notable that residential REITs represent 14.5 percent of the total although more than half of this is estimated to be for 
students or retirement villages. 

Figure 2: REITs across the world by sector

Source: MSCI (2019) MSCI World REITs Index (USD). https://www.msci.com/documents/10199/ddf1037b-481a-4b17-a2a7-ba9c51043b45 
Accessed 31 October 2019. Pg. 2.Z

https://www.msci.com/documents/10199/ddf1037b-481a-4b17-a2a7-ba9c51043b45
https://www.msci.com/documents/10199/ddf1037b-481a-4b17-a2a7-ba9c51043b45
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Due to the volatility of the value of underlying assets, an 
investor that made a typical investment on 1 January 2014 
and held this investment for five years to 31 December 2018 
would have seen the underlying value of their investment 
hardly changed. An investor that  made a similar investment 
on 1 January 2009 and held that investment for 10 years would 
have seen the value of their underlying investment increase by 
an annual equivalent of over six percent per annum, as well as 
receiving the annual dividend yield. Again this is dominated by 
the US experience where an initial investment in 2009 would 
have benefited from low values as a result of the financial 
environment, whereas an investor starting in early 2014 would 
have had to work with a period of oversupply in the housing 
market and limited rent increases. 

This emphasises the importance of investors being able to 
measure the value of their investment at a particular point 
in time. Listed REITs normally depend on the market to set 
the price through supply and demand. Where markets are 
limited with few transactions, it can often be difficult to 
value the investment and this deters smaller investors. This 
is particularly true with a new vehicle which does not have a 
track record of income distribution. The corollary of a limited 
market is that investors may have to wait before they can sell 
their investment or may have to accept a substantial discount 
in order to attract purchasers. Again, this lack of liquidity may 
be a disincentive to investors.

In many countries where there is a successful and thriving 
REITs market, a major investor and supporter of the markets 
are the pension funds. This is particularly evident when there 
are a number of funds competing for clients and are therefore 
potential investors for a disposal, even when at a marginal 
discount to underlying asset value. In the countries under 
review in this study, pension funds, mainly state controlled, 
are estimated to hold as much as U$45 trillion assets but 
are reluctant to invest in REITs or affordable housing, either 
because of regulation, lack of liquidity or higher returns are 
available from government securities. Inevitably this is a major 
restriction on the development of the REITs market. 

21  Ernst & Young Global Real Estate (2018). Global REIT Markets. Updated November 2018.

An Ernst & Young report published in 2018 identified 12 
countries as having mature and established REITs regimes, a 
further 10 which it classified as emerging, and a further 15 as 
nascent.21 These countries are listed in Table 2. 

Table 2: Countries having mature and established REITs regimes

Mature and established (all)
Emerging and nascent 
(extract)

Australia Brazil

Belgium Greece

Canada India

France Israel

Germany Kenya

Hong Kong Italy

Japan South Africa

Netherlands Spain

New Zealand Turkey

Singapore

United Kingdom

United States

Source: Ernst & Young (2017). Global REIT Markets. https://www.
ey.com/Publication/vwLUAssets/ey-global-reit-markets/$FILE/ey-
global-reit-markets.pdf (Accessed 31 October 2019). Pg. 2.  

It is interesting that the only African countries listed are South 
Africa as emerging and Kenya as nascent, despite most of 
the countries included in this study having already enacted 
enabling legislation and some having at least one quoted 
REITs or equivalent vehicle. 

https://www.ey.com/Publication/vwLUAssets/ey-global-reit-markets/$FILE/ey-global-reit-markets.pdf
https://www.ey.com/Publication/vwLUAssets/ey-global-reit-markets/$FILE/ey-global-reit-markets.pdf
https://www.ey.com/Publication/vwLUAssets/ey-global-reit-markets/$FILE/ey-global-reit-markets.pdf
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3. REITS IN SUB-SAHARAN AFRICA
Focusing on Sub-Saharan Africa, this section reviews the regulatory environment and the REITs market with an emphasis on 
residential companies, and gives a perspective of the future REITs market for each of the eight study countries. (See Appendix 2 
for inflation rates and Appendix 3 for GDP per capita figures in the study countries). 

3.1 Kenya
Table 3 provides some basic indicators on the Kenyan economy.

Table 3: Indicators for Kenya

Indicator Description Data

Population1 Total population 2019 (millions) 49.36

GDP1 GDP, current prices 2019

(Billions of US dollars) 

GDP per capita (US$)

98.61

1,983

Average projected GDP growth (2018-2024)1 Real GDP growth (annual percent change) 6.0%

Inflation rate1 Projected inflation rate, average consumer prices (annual percent 
change) 2019-2024

4.9%

Government debt1 General government gross debt – percent of GDP 2019 61.6%

Lending rate2 Banks’ lending rate to prime clients 13.0%

Mortgage interest rates3 13.0% to 14.0%

Housebuilding numbers Estimate 2018 50 000

Typical gross rent yields (outside central 
business district – CBD)3

Estimate (current) 6.0% to 9.0%

Exchange rate4 104.2/US$ change 2019 (nine months) -3.03 percent

Ranking in Ease of Doing Business5 Rank/Constituency 61/190
Sources: 

1 International Monetary Fund. World Economic Outlook (October 2019). https://www.imf.org/external/datamapper/datasets/WEO 

2 The World Bank. Indicators. https://data.worldbank.org/indicator 

3 Numbeo. Property Prices. https://www.numbeo.com/property-investment/ 

4 African Markets. Homepage. https://www.african-markets.com/en/ 

5 World Bank Group. (2019) Doing Business Report 2019. https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/
English/DB2019-report_web-version.pdf Pg. 181. 

All accessed 31 October 2019.

Housing affordability is relatively high in Kenya compared with other African countries in the study. Approximately 51 percent of 
Kenyans can afford the cheapest newly-built house by a developer. However, the reality on the ground is that at the bottom of 
the pyramid, most Kenyans self-build their houses or rent from informal landlords, especially in urban settings.22 

3.1.1 REITs regulatory environment 
Kenya adopted a REIT regulation in 2013 which introduced D-REITs and Income REITs (I-REITs). Since the introduction of the 
legal framework, only one Income REIT, Stanlib Fahari, and one Development Company styled on a REIT model, Home Afrika, 
have been successfully launched and listed. Fusion Capital made an unsuccessful attempt to launch a Development REIT in 2016. 

The regulations have remained unchanged since 2013. The REITs Association of Kenya (RAK) was established in 2018. The 
association has been active in working with the regulators to improve the environment for REITs in Kenya. As a result of these 
efforts, the 2019 Finance Bill, which is pending final approval, includes a provision that clarifies the tax-exempt status of companies 

22  CAHF (2018). Housing Finance in Africa Yearbook 2018. http://housingfinanceafrica.org/documents/housing-finance-in-africa-
yearbook-2018/ 

https://www.imf.org/external/datamapper/datasets/WEO
https://data.worldbank.org/indicator
https://www.numbeo.com/property-investment/
https://www.african-markets.com/en/
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2019-report_web-version.pdf
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2019-report_web-version.pdf
http://housingfinanceafrica.org/documents/housing-finance-in-africa-yearbook-2018/
http://housingfinanceafrica.org/documents/housing-finance-in-africa-yearbook-2018/
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(Special Purpose Vehicles – SPVs) controlled by REITs, which will enable these to be entitled to the same tax regime as the parent. 
The passing of this Bill will remove the longstanding ambiguity on the taxation of REITs. Table 4 provides an overview of REIT 
regulation in Kenya.

Table 4: REIT regulation in Kenya

REIT regulation1 Capital Markets – Real Estate Investment Trusts, Collective 
Investment Scheme Regulations 2013

Year introduced 2013

Amendment plans Flexible Lease Tenures and Investment in SPVs

Management External

Income REITs Yes

Development REITs Yes

Minimum real estate investments I-REIT: 75%

D-REITs: 35%

Gearing limit I-REIT: 35%

D-REIT: 60% 

Minimum dividend distribution I-REIT 80%

Tax exemptions Corporate taxes, distributions are taxed at investor level
Source: 1 Capital Markets Authority: Capital Markets Authority. Homepage. http://www.cma.or.ke (Accessed 31 October 2019).

3.1.2 REITs market 
Stanlib’s Fahari I-REIT is the only income REIT trading in Kenya. 
The REIT has invested in commercial properties in Nairobi, 
mainly retail. The market capitalisation on 8 October 2019 was 
KSh13 billion (U$14.3 million) and the share price had lost 9.21 
percent of its value over the previous past 52 weeks. Despite a 
loss of share value, the fundamentals of Fahari have been good 
with an annual dividend yield of 8.74 percent and a net income 
margin of 53.61 percent as of year-end 2018.

The lack of investor enthusiasm can be explained by the 
overall performance of the stock exchange and the effect of 
high yield of government securities. For instance, the yield on 
1-Year Government T-Bill was approximately 10 percent as of 
8 October 2019.   

Home Afrika is structured as a company rather than a trust. 
But for the purpose of this review, it is a vehicle that raises 
funds from the capital market for the sole purpose of investing 
in real estate in Kenya. It can therefore be associated with a 
D-REIT. The company’s performance has been poor, according 
to the statutory reporting of financial information. As of 9 
October 2019, the shares of the company were trading at 
KSh0.48 (U$0.005) and had lost 40 percent of their value in 
the previous 52 weeks. As of 31 December 2018, it had made a 
loss of KSh225 million (US$2.16 million) corresponding to a net 
income margin of -225.93 percent.  

In the commercial and retail sector, it may be that the issue 
is a lack of local investor appetite, as several commercial 
investments have been recently purchased by South African-
based REITs. Similarly, a substantial conglomerate, listed on 

23  CAHF (2018). Housing Finance in Africa Yearbook 2018. 

the Nairobi Stock Exchange, Centum, with assets of around 
US$700 million includes within its portfolio, albeit a minority 
business, the development of higher value housing and the 
retention of some of its commercial properties as investments. 
The company’s recent profit record has been reasonable with 
ongoing annual distributions to shareholders.  

3.1.3 Housing REITs
Home Afrika is the only listed vehicle with a substantial 
residential component in the portfolio. Fusion Capital 
attempted to raise capital for a D-REIT through a private 
placement in 2016. The offering was later cancelled for several 
reasons, including lack of investor appetite. Kenya does not 
have any other listed or privately held REITs, Exchange Traded 
Funds (ETFs) or listed company in the Housing I-REIT space. 

In summary, the performance of the Kenyan REITs reflects the 
situation of the industry across the continent. REITs compete 
for capital with the government through the issuance of 
high yield T-Bill and Bonds. To attract investors, REITs in 
Kenya would have to secure high rental yields that the local 
economies would not be able to support. 

The main reasons for the lack of Housing REITs are as follows:

• Alternative instruments such as Bonds and Treasury 
Bills (T-Bills) provide a higher return than rental yields. 
Rental yields are estimated at 6.5 percent.23  Given 
the yields offered by government securities or terms 
deposits in banks, residential REITS would not be able to 
offer competitive yields. For instance, the current gross 
residential yield is estimated at between six percent 

http://www.cma.or.ke
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to nine percent a year while the 1-Year T-Bill coupon is 
around 10 percent a year (8 October 2019). 

• The REIT regulation requires REIT managers to enter 
five-plus year leases. Unfortunately, this is impossible 
for residential REITs to meet. In fact, most residential 
leases have a one-year tenure. Furthermore, the tenancy 
laws favour the tenant, which creates potential high 
levels of non-performing tenancies. As a result, the 
income stream for residential rental properties is not 
predictable, the growth of revenue streams is limited 
(low escalation) and the tenure of leases rarely exceed 
one year. It is understood this requirement is currently 
under review and proposals to change the lease period 
will be forthcoming. 

• Large pools of rental properties that can be acquired by 
REITs are lacking. Developers are simply not delivering 
housing at scale. This is due to well-documented issues 
of affordability, availability of long-term financing, and 
cost of financing for development and mortgages.  

• Privately held or listed D-REITs could be part of the 
solution to increase the supply of housing both for 
sale or rent to low or middle-income households. This 
would be an alternative to the existing developers who 
concentrate on the higher value end of the market.  Since 
Fusion Capital failed to progress in 2016, there have been 
no significant attempts to capitalise a D-REIT.

Overview of the pension fund industry, stock exchange and 
non-government quoted bond market

The pension fund industry in Kenya is one of the leading 
investors in commercial and residential real estate. The 
National Social Security Fund (NSSF)24 is the largest fund with 
a coverage of 15 percent of the workforce. The total pension 
fund assets were estimated by the Organisation for Economic 
Co-operation and Development (OECD) at US$10.4 billion in 
2017.25 Main schemes are provided at state and municipal level 
but there is a growing private provision with 40 authorised 
providers.

The Kenyan pension funds could potentially be the seed 
investors in privately held D-REITs and I-REITs that could build 
the foundation of a future residential REITs market in Kenya 
when economic conditions better suit. 

24  The National Social Security Fund. About. https://www.nssf.or.ke/about (Accessed 31 October 2019).

25  OCED. Global Pension Statistics.  http://www.oecd.org/daf/fin/private-pensions/globalpensionstatistics.htm (Accessed 31 October 
2019).

26  Markets. Homepage. https://www.african-markets.com/en/ (Accessed 31 October 2019).

27  Miriri, D. (2020). Kenya’s first green bond starts trading on the bourse. 16 January 2020. Reuters. https://uk.reuters.com/article/us-
kenya-bonds-green/kenyas-first-green-bond-starts-trading-on-the-bourse-idUKKBN1ZF1WH (Accessed 30 March 2020).

The Nairobi Securities Exchange (NSE) is one of the largest 
exchanges in the region. However, the NSE is not likely to offer 
the liquidity and performance that REIT investors would require 
in the foreseeable future. Over the past years, the Nairobi 
Stock Exchange has seen an improvement in performance 
with a 6.33 percent gain year to date. However, over the past 
two years the NSE has lost 3.62 percent of its value. Other than 
for government securities, the debt market is in its infancy. 26

3.1.4 The tax regime 
REITs are exempt from income tax provided they distribute 80 
percent of their net income, however the exemption does not 
apply to the payment of withholding tax on interest income 
and dividends. Distribution to REIT securities holders are 
subject to withholding tax unless otherwise exempt. More 
recent legislation in the Finance Bill 2019 section 20(1)(d) 
allowed for exemption from withholding tax on distributions 
from both investments in subsidiaries and from joint venture 
vehicles which are carrying out qualifying activities.

Stamp duty exemptions are in place which include transfer 
of property at an initial listing of a REIT, transfers between 
trustees on change of trustees, transfer of property into a REIT 
for REIT units (until the year 2022) and transfer of listed REIT 
units (in common with other listed securities on the NSE).

Asset transfers and other transactions related to the transfer 
of assets into the REIT are deemed supplies exempt from VAT 
(2018).

Potential of REITs as a commercial proposition

The Government of Kenya has launched a well-publicised 
initiative to build 500 000 houses in five years. The 500 000 
Affordable Housing Program initiative is a strategy that aims 
to address the barriers to large-scale housing and includes 
solutions for financing, technology and land titling issues. 
For instance, the plan includes the creation of a Mortgage 
Refinancing Company to refinance mortgages books of banks 
and cooperatives which was launched in February 2019.

Another notable initiative was the launch of a Green Bond by 
Acorn,27 a private developer backed by the private equity fund 
Helios. The Green Bond raised KSh4.3 billion (US$42.5 million) 
and was 85 percent subscribed. 

https://www.nssf.or.ke/about
http://www.oecd.org/daf/fin/private-pensions/globalpensionstatistics.htm
https://www.african-markets.com/en/
https://uk.reuters.com/article/us-kenya-bonds-green/kenyas-first-green-bond-starts-trading-on-the-bourse-idUKKBN1ZF1WH
https://uk.reuters.com/article/us-kenya-bonds-green/kenyas-first-green-bond-starts-trading-on-the-bourse-idUKKBN1ZF1WH
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3.2 Tanzania
Table 5 provides some basic indicators on Tanzania’s economy.

Table 5: Indicators for Tanzania

Indicator Description Data
Population1 Total population 2019 (million) 56.32

GDP1 GDP, current prices 2019

(Billions of US dollars)

GDP per capita (US$)

62.22

1,073

Average projected GDP growth 
(2018-2024)1

Real GDP growth (annual percent change) 4.8%

Inflation rate1 Projected inflation rate, average 
consumer prices (annual percent change) 
2019-2024

4.6%

Government debt1 General government gross debt as percent of GDP 2019 37.7%

Lending rate2 Banks’ lending rate to prime clients 17.41%

Government debt 364 days auction 16 October 2019 7.3%

Mortgage Interest rates 3 Secured debt rate 17%

Housebuilding numbers Estimate 2018 (Altair) 30 000

Typical gross rent yields (outside CBD)3 Estimate 2019 6.0% to 9.0%

Exchange rate4 2297.10/US$ change 2019 (nine months) -0.10%

Ranking in Ease of Doing Business5 Rank/constituency 144/190
Sources: 

1 International Monetary Fund. World Economic Outlook (October 2019). https://www.imf.org/external/datamapper/datasets/WEO 

2 The World Bank. Indicators. https://data.worldbank.org/indicator 

3 Numbeo. Property Prices. https://www.numbeo.com/property-investment/ 

4 African Markets. Homepage. https://www.african-markets.com/en/ 

5 World Bank Group. (2019) Doing Business Report 2019. https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/
English/DB2019-report_web-version.pdf Pg. 181. 

All accessed 31 October 2019. 

Housing affordability is extremely low in Tanzania. Only 2.53 percent of Tanzanians can afford the cheapest newly-built house 
by a developer.28  This means that many urban dwellers live in informal housing. Rental statistics are unreliable due to the 
preponderance of the informal sector. Current gross rental yields are estimated at eight percent to 12 percent a year. 

3.2.1 REITs regulatory environment
Table 6 outlines the REIT regulation in Tanzania. Tanzania introduced a REIT regulation in 2011 with dispositions for Development 
REITs and Income REITs. The regulation has not changed since it was introduced. Those interviewed are of the view that the 
current regulation is adequate compared to other African countries. Despite the regulatory framework, and since the introduction 
of the law, only one private REIT has been formed. There is no listed REIT on the Dar es Salaam Stock Exchange.

28  CAHF (2018). Housing Finance in Africa 2018. http://housingfinanceafrica.org/documents/housing-finance-in-africa-yearbook-2018/. 

https://www.imf.org/external/datamapper/datasets/WEO
https://data.worldbank.org/indicator
https://www.numbeo.com/property-investment/
https://www.african-markets.com/en/
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2019-report_web-version.pdf
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2019-report_web-version.pdf
http://housingfinanceafrica.org/documents/housing-finance-in-africa-yearbook-2018/
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Table 6: REIT regulation in Tanzania

REIT Regulation
CMS Collective Investment Scheme Real Estate Investment 
Trust Rules of 2011

Year Introduced 2011

Amendments plans No

Management External

Income REITs Yes

Development REITs No

Minimum Real Estate Investments 50 percent

Gearing Limit None

Minimum Dividend Distribution 90 percent

Tax Exemptions Corporate Income Tax
Source: The United Republic of Tanzania Capital Market and Securities Authority. Capital Markets’ Regulations. https://cmsa.go.tz/index.
php/2015-03-01-17-53-27/regulation/capital-markets-regulations (Accessed 31 October 2019).

3.2.2 REITs market 
The Watumishi Housing Company REIT is the first residential 
REIT in East Africa and the only REIT in Tanzania to date (public 
non-listed REIT). 

The company was formed with government support in 2014 
with the objective of financing the construction of 600 houses 
and selling the units on a rent-to-own scheme to teachers. 
The Watumishi Housing Company has selected teachers 
as its exclusive target and designed its pricing and product 
strategy to fit the needs and means of the market segment. 
State pension funds are the main investors in the REIT. The 
initial plan called for capital of US$150 million. The first closing 
raised US$30 million, which financed the construction of 600 
units. Approximately 200 units have been sold and 400 are in 
a rent-to-own pool.  According to Fred Msemwa, CEO of the 
company, the vehicle has achieved an 11 percent return on 
investment as of Quarter 1, 2019.  The company is planning to 
list on the Dar es Salaam Stock Exchange, although no date 
has been set and the previous ambition was to list in 2018.29

3.2.3 Housing REITs
The Watumishi Housing Company is focused on housing. This 
approach is a deliberate choice of the Tanzanian authorities. 
The government encouraged the pension funds to support 
the REIT as it aimed to provide housing for public servants. 
The pension funds provided the patient capital needed to 
demonstrate the viability of a housing REIT. According to 
Msemwa, the housing units are priced between KSh27 million 
(US$11 750) and KSh76 million (US$33 000). 

As noted above, the company was first established as a private 
company and is now eying a listing on the stock exchange to 
provide some liquidity to Investors. 

29  Watumishi Housing Company. About us. https://www.whc.go.tz/about-us/ (Accessed 9 October 2019).  

30  OECD. Global Pension Statistics. http://www.oecd.org/daf/fin/private-pensions/globalpensionstatistics.htm

31  African Markets. https://www.african-markets.com/en/

Watumishi Housing Company is a clear demonstration that 
development and investment housing REITS can be successful 
if supported by substantial pension fund liquidity or other 
savings institutions and progresses in phases. This could be 
transitioned into a wider listed development or investment 
REIT once a track record has been established.

Overview of the pension fund industry, stock exchange and 
non-government quoted bond market

The Government Employees Provident Fund, the PPF Pensions 
Fund and the National Social Security Fund (NSSF) are the key 
players in the pension fund industry in Tanzania. The NSSF is the 
largest player with a coverage of 15 percent of the workforce. 
The pension fund industry in Tanzania is one of the leading 
investors in commercial real estate. The Watumishi Housing 
Company is one of the few notable examples of the pension 
fund industry’s involvement in residential development. The 
total pension fund assets were estimated by the OECD at 
US$4.4 billion in 2017.30 

The Dar es Salaam Stock Exchange is small and illiquid. Over 
the past two years it has lost 11.31 percent of its value.31 It 
is difficult to envisage how it could provide a platform for 
commercial REITs at present.

3.2.4 The tax regime 
The Investment Rules (2011) provided Income REITs with 
exemption from corporate taxes on qualifying activities and 
for exemption for withholding taxes on distribution for which 
a minimum of 90 percent was set. Investors are still liable for 
taxes based on the individual or corporate circumstances on 
dividends received.

https://cmsa.go.tz/index.php/2015-03-01-17-53-27/regulation/capital-markets-regulations
https://cmsa.go.tz/index.php/2015-03-01-17-53-27/regulation/capital-markets-regulations
https://www.whc.go.tz/about-us/
http://www.oecd.org/daf/fin/private-pensions/globalpensionstatistics.htm
https://www.african-markets.com/en/
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Potential of REITs as a commercial proposition

A Watumishi Housing Company listing could provide a 
much-needed demonstration model for residential REITs 
in East Africa. However, the potential dividend would be in 
comparison to the yield on 1-Year Government Securities of 
currently around seven percent and higher for longer terms32 
in 2019, which may limit the appeal to investors. In Tanzania, 
property investment would be perceived as a significantly 
higher risk.

The interviewees were of the view that some new approaches 
and measures could improve the prospects of residential REITs:

The promotion of REITs with a mixed portfolio of commercial 
and residential properties, which could improve the yields and 
dividend payouts and be a lower risk. 

32  Bank of Tanzania. https://www.bot.go.tz

33  CAHF (2018). Housing Finance in Africa Yearbook 2018. 

The introduction of a government-sponsored guarantee 
programme combined with a tighter regulation for 
Development REITs. These measures could de-risk the 
Development REITs and attract both pension funds and private 
investors. According to interviewees, Development REITs are 
an essential tool for creating a housing stock that can then 
provide the investment property for the potential introduction 
of residential and commercial income REITs.  

3.2.5 Ghana
Table 7 provides key indicators on Ghana’s economy.  Housing 
affordability is low in Ghana with only 7.37 percent of the 
population able to afford the lowest cost-built house by a 
developer.  As is the case in most African countries, most urban 
dwellers live in informal rented housing. The rental yields are 
estimated at 9.83 percent.33 

Table 7: Indicators for Ghana

Indicator Description Data
Population1 Total Population 2019 World Economic Outlook 2019 (million) 30.17

GDP1 GDP, current prices – 2018

GDP per capita (US$)

68.0

2,190

Average projected GDP growth (2018-
2024)1

Real GDP growth (Annual percent change) 5.4%

Inflation rate1 Projected inflation rate, average consumer prices (annual percent change) 
2019-2024

7.4%

Government debt1 General government gross debt 

Percent of GDP 2019

63.8%

Lending rate2 Banks’ lending rate to prime clients 22.50%

Government debt 364 days auction October 2019 15.19%

Mortgage interest rates 3 Secured debt rate 22.0%

Housebuilding numbers Estimate 2018 25 000

Typical gross rent yields (outside CBD)3 Estimate 2019 7%-12%

Exchange rate4 5.52/US$ change 3019 (nine months) -16.16%

Ranking in World Bank Ease of Doing 
Business Report5

Rank/constituency 114/190

Sources: 

1 International Monetary Fund. World Economic Outlook (October 2019). https://www.imf.org/external/datamapper/datasets/WEO 

2 The World Bank. Indicators. https://data.worldbank.org/indicator 

3 Numbeo. Property Prices. https://www.numbeo.com/property-investment/ 

4 African Markets. Homepage. https://www.african-markets.com/en/ 

5 World Bank Group (2019). Doing Business Report 2019. https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/
English/DB2019-report_web-version.pdf Pg. 181. 

All accessed 31 October 2019

https://www.bot.go.tz
https://www.imf.org/external/datamapper/datasets/WEO
https://data.worldbank.org/indicator
https://www.numbeo.com/property-investment/
https://www.african-markets.com/en/
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2019-report_web-version.pdf
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2019-report_web-version.pdf
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3.2.6 REIT regulatory environment 
Ghana does not have a specific REIT regulation as of October 
2019. The SEC relies on a general Collective Investment Scheme 
regulation (Securities Industry Law 199, Securities Industry 
Amendment Act 2000, Unit Trust and Mutual Fund Regulation 
2001). However, a draft regulation, specifically designed for 
REITs is being circulated for comments. The new proposed 
REIT regulation includes the standard provision for Income and 
Development REIT, such as the separation between ownership 
and management. The proposed regulation also establishes 
rules for the type of assets (75 percent Real Estate). However, 
the proposed regulation does not include tax exemptions or 
transfer of tax responsibility to investors. Table 8 provides an 
overview of the regulatory framework.

Table 8: REIT regulation in Ghana

REIT 
regulation6

Collective Investment Scheme regulation 
(Securities Industry Law 199, Securities 
Industry Amendment Act 2000, Unit Trust 
and Mutual Fund Regulation 2001)

Year introduced 2001

Amendments 
plans

A specific REIT regulation has been drafted 
and is being circulated for review

Management Internal

Income REITs Yes

Development 
REITs

No

Minimum 
real estate 
investments

n/a

Gearing limit None

Minimum 
dividend 
distribution

None

Tax exemptions Under consultation
Source: Collective Investment Scheme regulation - Ghana Securities 
and Exchange commission - https://sec.gov.gh Securities and 
Exchange Commission Ghana. Homepage. https://sec.gov.gh 
(Accessed 31 October 2019). 

3.2.7 REITs market  
No new private or listed REITs were identified in Ghana. 
HFC Bank, previously specialising in mortgages but now 
a general bank, had listed a REIT on the stock exchange. 
After the acquisition of HFC by Republic Bank, the REIT was 
renamed the Republic REIT and delisted. The Republic REIT 

34  African Financials. https://africanfinancials.com.  

35  www.ghana.gov.gh https://ghananewsagency.org/economics/government-to-boost-housing-industry-141751 (Accessed 18 February 
2020).

36  OECD Global Pension Statistics. Private Pensions. http://www.oecd.org/daf/fin/private-pensions/globalpensionstatistics.htm.

37  African Markets. https://www.african-markets.com/en

is essentially a residential and commercial developer and in 
2018 provided its investors with a yield of 14.30 percent The 
fund also grew in value in 2018 by 13.61 percent to GH¢71.27 
million (US$12.68m).34 The Republic REIT is now effectively a 
private property trust fed by investors in Republic Bank savings 
schemes.

3.2.8 Housing REITs
Ghana has made strides in the affordable housing space with 
large affordable housing estates promoted by companies 
such as Rendeavor and other pan-national developers which 
have appeared on the market. The government has also 
indicated that it would commit GH¢1 billion (US$185m) in the 
2019 budget to support the mortgage industry and funding 
of affordable housing development.35 Despite these efforts, 
Ghana, similar to most African countries, is dealing with issues 
of affordability, a weak supply of affordable homes and serious 
restraints on mortgage borrowing because of high debt 
costs. The Ghanaian government’s current strategy includes 
promoting REITs to support the provision of affordable housing 
but at this stage it is not clear how that initiative would work.

Overview of the pension fund industry, stock exchange and 
non-government quoted bond market

Social Security and National Insurance Trust (SSNIT), which 
is the main system and covers employees in the private and 
public sector, is the largest pension fund in Ghana. SSNIT 
covers less than 10 percent of the labour force in Ghana, and 
costs around 1.5 percent of GDP.  The total pension fund assets 
in Ghana was estimated by the OECD at US$1.7 billion or 3.8 
percent of GDP in 2017.36 Recently private providers have been 
active and may provide some competition. 

SNITT and private pension funds in Ghana have invested in 
some housing development but have not invested in residential 
REITs to date. The Tanzanian Watumishi Housing Company 
model could be suitable for the Ghanaian market. 

The Ghana Stock Exchange is one of the larger and more 
dynamic exchanges in the region.  However, it has lost 16 
percent of its value year to date and 6.73 percent of its value 
over the past two years.37 The exchange is unlikely to provide 
liquidity and encourage investor interest for listing residential 
REITs.

The tax regime 

There are no tax exemptions or transfer of tax responsibility 
to investors. The introduction of a REIT-style tax regime 
is currently out for consultation from the Capital Markets 
Authority.

https://sec.gov.gh
https://sec.gov.gh
https://africanfinancials.com
http://www.ghana.gov.gh
https://ghananewsagency.org/economics/government-to-boost-housing-industry-141751
http://www.oecd.org/daf/fin/private-pensions/globalpensionstatistics.htm
https://www.african-markets.com/en
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Potential of REITs as a commercial proposition

The introduction of the new law (as discussed above) will create an opportunity for establishing new REITs. However, it is to be 
noted that Ghana has an unfavorable economic environment with extremely high interest rates and government bond rates. The 
latest 20 year bond issued in October 2019 has a coupon of 20 percent. Given the current economic environment, it is unlikely that 
residential REITS in their current format would be attractive to investors in Ghana without significant government intervention, 
either through direct state investment or directions to the controlled pension funds. 

3.2.9 Morocco
Approximately 90 percent of Moroccans could afford to purchase the cheapest newly-built house by a private developer.38 This 
is among the highest affordability in Africa and partly explains the success of listed developments and related ETFs in Morocco. 

On the whole, the market has managed to reach scale and is able to deliver a rental pool that justifies listed vehicles. Gross rental 
yields are relatively low at 4.7 percent but are in line with lending rates and government security yields. 

Table 9 provides some background indicators for Morocco’s economy.

Table 9: Indicators for Morocco

38  CAHF (2019). Housing Finance in Africa Yearbook 2019. http://housingfinanceafrica.org/documents/2019-housing-finance-in-africa-
yearbook-10th-anniversary-edition/.

Indicator Description Data
Population1 Total population 2019  

World Economic Outlook 2019 (million)
35.59

GDP1 GDP, current prices 2018

(Billions of US dollars)

GDP per capita (US$)

119.04

3 419

Average projected GDP Growth (2018-
2024)1

Real GDP growth (annual percent change 3.9%

Inflation rate1 Projected Inflation rate, average consumer prices (annual percent change)  
2019-2024

1.9%

Government debt1 General government gross debt, as  percent of GDP 65.3%

Lending rate2 Banks’ lending rate to prime clients 4.0%

Mortgage interest rates 3 4.0%

Housebuilding numbers Altair estimate 2019 140 000

Typical gross rent yields (outside CBD)3 Estimate 4.7%

Exchange rate 4 10.00/US$ change 3029 (nine months) -0.01%

Ranking in World Bank Ease of Doing 
Business Report5

Rank/constituency 60/190

Sources: 

1 International Monetary Fund. World Economic Outlook (October 2019). https://www.imf.org/external/datamapper/datasets/WEO 

2 The World Bank. Indicators. https://data.worldbank.org/indicator 

3 Numbeo. Property Prices. https://www.numbeo.com/property-investment/ 

4 African Markets. Homepage. https://www.african-markets.com/en/ 

5 World Bank Group (2019) Doing Business Report 2019. https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/
English/DB2019-report_web-version.pdf Pg. 181. 

All accessed 31 October 2019.

http://housingfinanceafrica.org/documents/2019-housing-finance-in-africa-yearbook-10th-anniversary-edition/
http://housingfinanceafrica.org/documents/2019-housing-finance-in-africa-yearbook-10th-anniversary-edition/
https://www.imf.org/external/datamapper/datasets/WEO
https://data.worldbank.org/indicator
https://www.numbeo.com/property-investment/
https://www.african-markets.com/en/
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2019-report_web-version.pdf
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2019-report_web-version.pdf
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3.2.10 REIT regulatory environment 
The new fiscal regime of Moroccan REITS or OPCIs (Organismes de Placement Collectif en Immobilier) was introduced into 
Moroccan legislation by Law n°70.14 dated 25 August 2016 (the REIT Law). According to the law, REITs are regulated investment 
vehicles, whose main purpose is the construction or acquisition of properties for renting.

As shown in Table 10, the regulation requires 70 percent of assets to be invested in real estates and establishes a separation 
between Trust and Trust management. REITs can take two different legal forms: a corporation with legal personality (Sociétés de 
Placement en Immobilier) or, a co-ownership with no legal personality (Fonds de Placement en Immobilier).

Table 10: REIT regulation in Morocco

REIT regulation Law n°70.14 dated 25 August 2016
Year introduced 2016

Amendments plans No

Management External

Income REITs Yes

Development REITs Yes

Minimum real estate investments 70%

Gearing limit No

Minimum dividend distribution

Tax Exemptions Corporate tax, distributions tax at investor level
Source: Ernst and Young. (2017). Morocco enacts Finance Law 2017. https://www.ey.com/Publication/vwLUAssets/Morocco_enacts_Finance_
Law_2017/$FILE/2017G_04142-171Gbl_Morocco%20enacts%20Finance%20Law%202017.pdf (Accessed 31 October 2019). Pg.3. 

Morocco’s Finance Law for 2017 was published in the Official Bulletin dated 12 June 2017.The Moroccan REITs (OPCIs) benefit 
from a number of tax incentives, as discussed below.

3.2.11 REITs market 
The economy is progressing with a projected GDP growth of three percent in 2018 and a projected average GDP growth of four 
percent during the period 2019-2024.

Grit Real Estate Income Group, formally known as Mara Delta, has announced plans to list a REIT on the Casablanca Stock 
Exchange.

As shown in Table 11, Morocco has five Exchange Traded Funds (ETFs), which are REITs-style development companies and are 
all listed on the Casablanca Stock Exchange. Based on the recent enabling legislation, it is expected that these companies will 
consider conversion or the setting up of a separate investment REIT in the near future.39

Table 11: Exchange traded funds

Name Type of assets Market capitalisation
Dividend yield 
(annual)

IMO Mainly commercial property US$51.60 million 0.7%

Saada Resort, commercial, hotels and apartments US$191.57 million 4.2%

Balima Development of real estate Assets US$18.28 million 4.6%

Addoha (Doaja) Development of real estate Assets US$315.17 million 3.9%

Alliance Development of real estate Assets US$121.52 million 4.5%
Source: Casablanca Stock Exchange. http://www.casablanca-bourse.com/bourseweb/en/index.aspx 

Most real estate funds and development companies predominantly hold commercial properties, some with minority stakes and 
residential properties. Except for (Addoha), all the listed real estate companies focus on the high end of the market.

39  Cejefic Consulting via Bourse de Casablanca. (2015). Etudes Relatives Au Marché Financier Marocain. http://cejefic-consulting.ma/
admin/userfiles/PDF/etf_et_fonds_immobiliers.pdf (Accessed 31 October 2019).

https://www.ey.com/Publication/vwLUAssets/Morocco_enacts_Finance_Law_2017/$FILE/2017G_04142-171Gbl_Morocco%20enacts%20Finance%20Law%202017.pdf
https://www.ey.com/Publication/vwLUAssets/Morocco_enacts_Finance_Law_2017/$FILE/2017G_04142-171Gbl_Morocco%20enacts%20Finance%20Law%202017.pdf
http://www.casablanca-bourse.com/bourseweb/en/index.aspx
http://cejefic-consulting.ma/admin/userfiles/PDF/etf_et_fonds_immobiliers.pdf
http://cejefic-consulting.ma/admin/userfiles/PDF/etf_et_fonds_immobiliers.pdf
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According to industry experts, commercial real estate sitting 
on companies’ balance sheets is equivalent to 15 percent of 
GDP. Furthermore, forty percent of foreign direct investment 
goes into real estate. REITs would allow opportunities to realise 
these assets and identify the values. For example, Aradei 
Capital issued a five-year fixed rate bond with a premium to 
government T-Bills of 180 basis points identifying the potential 
benefits of gearing for REITs if rental yields improve.40

3.2.12 Housing REITs
With a REIT-friendly regulatory environment and an active 
stock exchange, and a low interest rate economic environment, 
housing REITs should be an attractive investment. This has 
not happened because of poor perceptions of future capital 
values due to oversupply and relatively low rental yields, 
which have limited attraction compared to other investments. 
If prospects and values improve, REITs holding affordable 
rental accommodation for income distribution could become 
attractive. 

Overview of the pension fund industry, stock exchange and 
non-government quoted bond market

The two major pension funds for government employees 
are the Moroccan Pension Fund (Caisse Marocaine Des 
Retraites) and the Collective Retirement Benefit Scheme. The 
National Social Security Fund (Caisse Nationale de Sécurité 
Sociale) covers private sector employees. Pension fund assets 
are estimated at U$1.1 billion.41 However the sector is facing a 
deficit and is likely to be reformed.

On the whole, the financial system in Morocco is functioning 
well and can accommodate the needs of the housing industry 
without requiring government intervention. Furthermore, the 
Casablanca Stock Exchange is a liquid and well-performing 
exchange. Year-to-date returns are 1.35 percent.42 

3.2.13 The tax regime 
The tax regime allows for the following exemptions:

• Exemption from corporate income tax for rents from 
premises used for professional purposes (housing is 
excluded).

• Exemption from withholding tax for dividends and 
interest received by REITs.

• OPCIs may benefit from corporate income tax exemption 
on capital gains.

40  Aradei Capital. (2018). Prospectus Summary. http://www.casablanca-bourse.com/BourseWeb/UserFiles/File/2018/NIaradeiANG%20.pdf 
(Accessed 31 October 2019). Pg.1.

41  OECD. Global Pension Statistics. http://www.oecd.org/daf/fin/private-pensions/globalpensionstatistics.htm

42  Casablanca Stock Exchange (2019). http://www.casablanca-bourse.com/bourseweb/en/Market-Activities.aspx?Cat=22&IdLink=213
  

43  CAHF (2019). Housing Finance in Africa Yearbook 2019. 

• Furthermore, dividends distributed by OPCIs to foreign 
investors are subject to a reduced rate of withholding tax 
of 15 percent. 

• Exemptions are subject to the following restrictions: 85 
percent of profits should be related to rents of premises 
used for professional purposes; and real estate assets 
contributed into the REIT must be kept for at least 10 
years. 

• Potential of REITs as a commercial proposition

According to the Minister of Finance, Mohamed Benchaaboun, 
the potential of REITs is estimated at MAD200 billion for 
commercial real estate. Residential real estate should be 
added to that figure.

Morocco’s central bank, Bank al-Maghrib introduced the 
gradual floatation of the Moroccan dirham, providing more 
flexibility for real estate investors.

Holding back further investments in REITs is investor 
perception of the real estate market, distribution yields 
offering little above debt yields to justify investment and the 
high taxes and costs incurred on property transfers. 

3.2.14 Zambia
The Zambian housing market is suffering from the same 
impediments as many other African countries. The growth of 
housing supply is tempered by affordability of new housing 
development and the high cost of mortgages. Less than 10 
percent of Zambians can afford the cheapest newly built house 
by a private developer.43 Table 12 provides some background 
indicators for Zambia.

http://www.casablanca-bourse.com/BourseWeb/UserFiles/File/2018/NIaradeiANG%20.pdf
http://www.oecd.org/daf/fin/private-pensions/globalpensionstatistics.htm
http://www.casablanca-bourse.com/bourseweb/en/Market-Activities.aspx?Cat=22&IdLink=213
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Table 12: Indicators for Zambia

Indicator Description Data
Population1 Total Population 2019 –  

World Economic Outlook 2019 (million)
18.32

GDP1 GDP, current prices 2019

GDP per capita (US$)

23.95

1 490

Average Projected GDP Growth 
(2018-2024)1

Real GDP growth (annual percent change 2.9%

Inflation rate1 Projected Inflation rate, average consumer prices (annual percent change) 2019-
2024

10.05%

Government debt1 General government  
gross debt as percent of GDP

91.6%

Lending rate2 Banks‘ lending rate to prime clients 19.0%

Government debt Auction result 364 days October 2019 20.0%

Mortgage interest rates3 Secured lending 2019 19.0%

Typical gross rent yields (outside CBD)3 Altair estimate 2019 3% to 10%

Exchange rate4 13.25/US$ change 2019  
(nine months)

-12.4%

Ranking in World Bank Ease of Doing 
Business Report5

Rank/constituency 98/190

Sources:

1 International Monetary Fund. World Economic Outlook (October 2019). https://www.imf.org/external/datamapper/datasets/WEO

2 The World Bank. Indicators. https://data.worldbank.org/indicator

3 Numbeo. Property Prices. https://www.numbeo.com/property-investment/ 

4 African Markets. Homepage. https://www.african-markets.com/en/ 

5 World Bank Group (2019). Doing Business Report 2019. https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/
English/DB2019-report_web-version.pdf Pg. 181. 

All accessed 31 October 2019.

3.2.15 REITs regulatory environment 
Table 13 outlines the main elements of the REITs regulatory environment. REITs are regulated by the Securities and Exchange 
Commission under the Securities (Collective Investment Schemes) Rules introduced in 2013. The regulation is designed for 
Collective Investment Schemes and has a few specific provisions for REITs. Collective Investment Schemes are managed by an 
independent fund manager and overseen by a Board of Trustees. The regulation does not impose portfolio mix or distribution 
rules. 

https://www.imf.org/external/datamapper/datasets/WEO
https://data.worldbank.org/indicator
https://www.numbeo.com/property-investment/
https://www.african-markets.com/en/
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2019-report_web-version.pdf
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2019-report_web-version.pdf


18

Table 13: REIT regulation in Zambia

REIT regulation The Securities (Collective Investment Schemes) Rules – The Securities Act, 2013
Year Introduced 2013

Amendments plans None

Management External

Income REITs n/a

Development REITs n/a

Minimum Real Estate Investments 80% (20% must be invested in government securities or cash)

Gearing Limit n/a

Minimum Dividend Distribution No

Tax Exemptions No

Source: Zambia Securities and Exchange Commission (2019). SECTION 23-THE SECURITIES (COLLECTIVE INVESTMENT SCHEMES) http://
www.seczambia.org.zm/wp-content/uploads/2017/06/THE-SECURITIES-COLLECTIVE-INVESTMENT-SCHEMES-RULES.pdf (Accessed 31 
October 2019). Pg. 18.

44  Real Estate Investments Zambia. REIZ 2018 Annual Report & Financial Statements.  https://realinvestzambia.com/reiz-2018-annual-
report-financial-statements/ (Accessed 14 October 2019). 

45  National Pension Scheme Authority (Zambia). www.napsa.co.zm. 

46  OECD. Global Pension Statistics. http://www.oecd.org/daf/fin/private-pensions/globalpensionstatistics.htm.

3.2.16 REITs market 
Real Estate Investments Zambia Plc (REIZ) is the only listed 
company that has a REIT-style profile in Zambia. The company 
was formed in 1945 but was only listed on the stock exchange 
on 1 January 1996. As of 31 December 2018, the company had 
total revenues of ZK50.6 million (US$2.8 million), assets of 
ZK1 billion (US$86.3m) and profit after tax of ZK2.8 million 
(US$212 845). 

As of 8 October 2019, the shares of the company closed at 
ZK5.8 (US$0.44) a share. The 52-week returns were -3.3 
percent. REIZ trades an extremely high PE of 72.5, indicating 
the market confidence in the company’s future earnings 
capacity despite recent setbacks. The performance of the 
stock contrasts with a low volume of trading, which points to 
an illiquid stock.

The relative success of REIZ can be attributed to the company’s 
historic assets, a wide and loyal investor base, and a dividend 
policy that until recently provided investors with a regular 
dividend payout. REIZ is described in more detail in the case 
study in Section 4.44

3.2.17 Housing REITs
The composition of the REIZ portfolio, as reported by the 
company at 31 December 2018, is approximately 95 percent 
commercial and only five percent residential, the latter 
representing 22 apartments that were recently purchased. 

Overview of the pension fund industry, stock exchange and 
non-government quoted bond market

Zambia‘s National Provident Fund is administered by the 
National Pension Scheme Authority.45 All employed persons 
(including agricultural workers, and domestic servants in 
urban areas) are covered.  Total pension fund assets total 
approximately US$1 billion.46

Overall, the stock market in Zambia is illiquid and performing 
poorly. It lost 16.94 percent of its value year to date and is 
down 12 percent over the past two years. The debt market is 
dominated by government securities.

3.2.18 The tax regime 
The Zambian tax code includes provisions for REITs. The 
rental income of REITs is subject to a reduced turnover tax 
rate of 10 percent. Zambia does not have capital gains taxes, 
but property taxes apply. REITS do not benefit from a special 
property tax regime although there is pressure for the Zambian 
government to adopt a REITs regulatory scheme similar to that 
already found or being introduced in other African countries.

Potential of REITs as a commercial proposition

Residential REITs require a critical mass of rental pool. 
Currently they are are perceived to be too risky for investors 
in a difficult and small real estate market with low mortgage 
penetration and high costs of borrowing.

A more typical REIT regulatory environment could be put in 
place to provide greater tax incentives on income distribution. 
The regulations will need to include Development REITS, 
which are necessary to support the supply of housing.

http://www.seczambia.org.zm/wp-content/uploads/2017/06/THE-SECURITIES-COLLECTIVE-INVESTMENT-SCHEMES-RULES.pdf
http://www.seczambia.org.zm/wp-content/uploads/2017/06/THE-SECURITIES-COLLECTIVE-INVESTMENT-SCHEMES-RULES.pdf
https://realinvestzambia.com/reiz-2018-annual-report-financial-statements/
https://realinvestzambia.com/reiz-2018-annual-report-financial-statements/
http://www.napsa.co.zm
http://www.oecd.org/daf/fin/private-pensions/globalpensionstatistics.htm
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Furthermore, the current level of interest rate and pricing of government securities will continue to drive capital away from listed 
securities including REITs. 

3.3 Rwanda 
Table14 provides basic indicators for the Rwandan economy.

Table 14: Indicators for Rwanda

Indicator Description Data
Population 1 Total Population 2019 

World Economic Outlook 2019 (million)

12.38

GDP 1 GDP, current prices 2019

GDP per capita (US$)

10.21

797

Average projected GDP growth 
(2018-2024) 1

Real GDP growth (annual percent change) 8.0%

Inflation rate 1 Projected inflation rate, average consumer prices (annual percent change)  
2019-2024

4.8%

Government debt 1 General government gross debt as percent of GDP 41.1%

Lending rate 2 Banks’ lending rate to prime clients October 2019 18.0%

Government debt May 2019 Auction (364 days) 5.52%

Mortgage interest rates 3 Estimate 2019 16.0% to 18.0%

Housebuilding numbers Estimate 2018 10 000

Typical gross rent yields (outside 
CBD)3

Estimate 2019 8% percent to 10%

Exchange rate 4 920/US$ change 2019  
(nine months)

0.0%

Ranking in World Bank Ease of Doing 
Business Report5

Rank/Guidance 29/190

Sources: 

1 International Monetary Fund. World Economic Outlook (October 2019). https://www.imf.org/external/datamapper/datasets/WEO 

2 The World Bank. Indicators. https://data.worldbank.org/indicator 

3 Numbeo. Property Prices. https://www.numbeo.com/property-investment/ 

4 African Markets. Homepage. https://www.african-markets.com/en/ 

5 World Bank Group (2019). Doing Business Report 2019. https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/
English/DB2019-report_web-version.pdf Pg. 181. 

All accessed 31 October 2019.

Approximately 5 percent of urban households can afford the cheapest newly built house by a private developer.47 Seventy percent 
of urban dwellers in Rwanda live in rented accommodation at present, much of it sub-standard. Housing costs can take up to 
50 percent of household income. However, new homes are outside the reach of most of the population due to construction costs 
and high mortgage rates.48

Mortgages are expensive, with only 60 000 issued to date (typically at 16 percent interest a year), and the cost of money pushed up by 
government borrowing and banks having limited capital. The government aims to address this by setting up a Mortgage Refinance 
Corporation along with World Bank support for bank liquidity (US$150 million).49 The government has also tried to reduce the cost of 

47  CAHF (2019). Housing Finance in Africa Yearbook 2019.

48  Trading Economics. Rwanda Interest Rate. https://tradingeconomics.com/rwanda/interest-rate.

49  World Bank (2018). https://projects.worldbank.org/en/projects-operations/project-detail/P165649?lang=en (Accessed 31 October 2019). 

https://www.imf.org/external/datamapper/datasets/WEO
https://data.worldbank.org/indicator
https://www.numbeo.com/property-investment/
https://www.african-markets.com/en/
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2019-report_web-version.pdf
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2019-report_web-version.pdf
https://tradingeconomics.com/rwanda/interest-rate
https://projects.worldbank.org/en/projects-operations/project-detail/P165649?lang=en
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basic homes by setting up a US$250 million infrastructure 

fund. 50

3.3.1 REITs regulatory environment 
Rwanda introduced a regulatory framework for REITs in 2013, 
as shown in Table 15. The framework included Regulation No. 
14 of August 2013 on REITs, followed by Regulation No. 20 of 
July 2016 and Guidelines No. 21 of July 2016 governing the 
development of REITs. 

Rwandan REITS are managed by an independent licensed 
REIT Manager and governed by a Trustee appointed by 
the promoters. Trust companies are designated financial 
institutions licensed to perform Trust duties.

The regulation only allows for both Development REITs and 
Income REITs and requires that 100 percent of the assets be 
held in real estate properties. I-REITs can engage in limited 
redevelopment activities provided that they do not exceed 
20 percent of total assets. The companies are required to 
distributed 90 percent of net income and are limited to a 
gearing of 20 percent. 

Table 15: REIT regulation in Rwanda

REIT regulation

Regulation No. 14 of August 2013 on 
REITs, Regulation No. 20 of July 2016 
and Guidelines No. 21 of July 2016 
governing the development of REITs

Year introduced 2013 

Amendments plans No

Governance External

Income REITs Yes

Development REITs Yes

Minimum real estate 
investments

100%

Gearing limit 20%

Minimum dividend 
distribution

90%

Tax exemptions No
Sources: 

Capital Market Authority (2013). https://www.cma.rw/fileadmin/user_
upload/reits_regulations.pdf Pg. 74. 

Capital Market Authority (2016). https://www.cma.rw/fileadmin/
user_upload/Regulation_on_the_real_estate_investment_trusts.pdf 

50  Expo Group (2017). https://www.expogr.com/rwanda/buildexpo/detail_news.php?newsid=4856&pageid=2 (Accessed 31 October 2019).

51  https://www.rssb.tw/content/pension 

52   OCED. Global Pension Statistics.  http://www.oecd.org/daf/fin/private-pensions/globalpensionstatistics.htm (Accessed 31 October 
2019).

53  Kigali Stock Exchange (2019). 20th September Daily Report. https://rse.rw/market-statistics/daily-reports/#pagination (Accessed 30 
September 2019). Pg. 2. 

Pg. 5.

Capital Market Authority. (2013). https://www.cma.rw/fileadmin/
user_upload/Guidelines_governing_the_development_of_real_
estate_investment_trust.pdf Pgs. 15-17.

All accessed 31 October 2019.

3.3.2 REITs market including housing 
REITs
Currently no housing REITs or REIT-style development 
companies are available for investment in Rwanda. To date 
no REIT has been listed on the Rwanda Stock Exchange. The 
national pension fund, the Rwanda Social Security Board 
(RSSB), has been contemplating establishing a REIT but is yet 
to list a vehicle. The lack of appetite for REITs might be due to 
the lack of tax exemptions, which makes an investment in a 
REIT punitive for low-rate tax investors.

In partnership with the private sector, the Government of 
Rwanda has proposed an aggressive affordable housing 
development programme following its second Economic 
Development and Poverty Reduction Strategy 2013-2018 
and its Vision 2020 objectives. Large-scale projects such as 
the Rugarama Housing Estate and Kinyinya Hill are being 
implemented in pursuit of a target of 30 000 new homes a 
year in Kigali to house a population projected to increase by 
6-8 percent a year.  Both these projects involve consortiums 
that include the International Finance Corporation (IFC), RSSB 
and the Development Bank of Rwanda (Banque Rwandaise 
de Développement) and could be suitable for, at least partial, 
REIT funding if the economic and fiscal environment existed. 
Both projects were delayed; however the first phase of the 
Rugarama Park project has started on site.

Overview of the pension fund industry, stock exchange and 
non-government quoted bond market

Pension funds are dominated by National Social Security Fund 
(NSSF) which is administered by a public agency, the RSSB. It is 
mandatory for all employers and employees within the public 
and private sectors to join the NSSF.51 Total pension assets in 
Rwanda have exceeded FRw1 trillion (US$1 billion).52

The Rwandan Stock Exchange is a new and relatively small 
exchange. The exchange lost 3.1 percent of its value year to 
date and 5.9 percent over the past two years. Only two non-
government debt issues have ever been listed and only one is 
still quoted. 53

https://www.cma.rw/fileadmin/user_upload/reits_regulations.pdf
https://www.cma.rw/fileadmin/user_upload/reits_regulations.pdf
https://www.cma.rw/fileadmin/user_upload/Regulation_on_the_real_estate_investment_trusts.pdf
https://www.cma.rw/fileadmin/user_upload/Regulation_on_the_real_estate_investment_trusts.pdf
https://www.expogr.com/rwanda/buildexpo/detail_news.php?newsid=4856&pageid=2
https://www.rssb.tw/content/pension
http://www.oecd.org/daf/fin/private-pensions/globalpensionstatistics.htm
https://www.cma.rw/fileadmin/user_upload/Guidelines_governing_the_development_of_real_estate_investment_trust.pdf
https://www.cma.rw/fileadmin/user_upload/Guidelines_governing_the_development_of_real_estate_investment_trust.pdf
https://www.cma.rw/fileadmin/user_upload/Guidelines_governing_the_development_of_real_estate_investment_trust.pdf
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3.3.3 The tax regime 
The law does not provide any tax exemptions. However, there 
is pressure to adopt a tax regime similar to those provided 
in other African countries to encourage the growth of the 
REITs market. Potential REITs-style tax regulations have been 
mentioned but no consultation document has yet been issued.

Potential of REITs as a commercial proposition

Low affordability is one of the reasons for the absence of 
residential D-REITs and I-REITs, although the government is 
attempting to address this issue through targeted subsidies to 
affordable housing developers.

REITS could become a powerful tool for developers and the 
government to increase the flow of capital for the housing 
industry. However, the following actions are needed to make 
REITs a commercial proposition in Rwanda:

Enact the REITs-style tax and regulatory regime to address the 
tax incentive issues. 

Develop the capital markets away from reliance on government 
debt, and educate potential sponsors, investors and developers 
on the REIT industry and its use of the capital markets. 

Involve the state pension fund industry in creating a sustainable 
housing REIT development model.

Reduce government borrowing to reduce real interest rates.

Develop the capital markets so that shares in REITs could 
be actively traded and easily valued by introducing liquidity, 
perhaps by involving pension funds or other financial 
institutions. 

3.4 Nigeria
Table 16 provides background indicators for Nigeria’s economy.

Table 16: Indicators for Nigeria

Indicator Description Data
Population1 Total population 2019

World Economic Outlook 
 2019 (million)

200.96

GDP1 GDP, current prices 2019

(Billions of US dollars)

GDP per capita (US$)

446.54

2,860

Average 
projected GDP 
growth 
(2018-2024)1

Real GDP growth (annual percent 
change)

2.4%

54  CAHF (2018). Housing Finance in Africa Yearbook 2018. 

55  Series of telephone Interviews in Nigeria regarding issuing equities or bonds on Capital Markets.  (2018). Altair unpublished research.

Inflation rate1 Projected inflation rate, average 
consumer prices (annual percent 
change) 2019-2024

11.4%

Government 
debt1

General government gross debt 

Percent of GDP

29.8%

Lending rate2 Banks’ lending rate to prime 
clients – October 2019

16.90%

Government debt Auction October 2019 18.25%

Mortgage 
interest rates3

Estimate 2019 16% to 
18%

Housebuilding 
numbers

Estimate 2019 30 000

Typical gross rent 
yields (outside 
CBD)3

Estimate 2019 4% to 
12%

Exchange 
rate 4

308/US$ Change 2019  
(nine months)

-3.0 
percent

Ranking in 
Ease of Doing 
Business 5

146/190

Sources: 

1 International Monetary Fund. World Economic Outlook (October 
2019). https://www.imf.org/external/datamapper/datasets/WEO 

2 The World Bank. Indicators. https://data.worldbank.org/indicator 

3 Numbeo. Property Prices. https://www.numbeo.com/property-
investment/ 

4 African Markets. Homepage. https://www.african-markets.com/en/ 

5 World Bank Group (2019) Doing Business Report 2019. https://
www.doingbusiness.org/content/dam/doingBusiness/media/Annual-
Reports/English/DB2019-report_web-version.pdf Pg. 181. 

All accessed 31 October 2019.

Approximately 39 percent of the Nigerian population can 
afford the cheapest newly built house by a private developer.54 
The difficulties of raising mortgages and exorbitant costs 
associated with house purchase described below mean that 
few developers build to this lower-end market, thereby 
depriving the market of the benefits of  economies of scale 
from volume build. Developers generally concentrate on the 
more expensive properties in small-scale developments. 

In some states, title deeds are a problem and property transfers 
attract high fees. Gross rental yields on both commercial and 
residential can vary from six percent to 14 percent depending 
on location and market segment. The estimated number of 
mortgages is around 30 000. In total, mortgages comprise 
only one percent of GDP, so developers depend on cash buyers 
for residential properties and institutions for commercial 
properties.  At the same time, property values have been static 
and the currency not freely convertible. 55

https://www.imf.org/external/datamapper/datasets/WEO
https://data.worldbank.org/indicator
https://www.numbeo.com/property-investment/
https://www.numbeo.com/property-investment/
https://www.african-markets.com/en/
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2019-report_web-version.pdf
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2019-report_web-version.pdf
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2019-report_web-version.pdf
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3.4.1 REITs regulatory environment 
Table 17 outlines the regulatory environment for REITs in 
Nigeria. Nigerian REITs (N-REITs) are regulated under the 
2007 Investment Securities Act of 2007 and the Collective 
Investment Scheme Section 154. The regulations permit 
Equity/Development REITS as well as Mortgage REITs if 75 
percent of the assets are invested in real estate. The law 
requires dividend distribution of at least 90 percent of taxable 
income. Moreover, REITs are limited at a maximum of 25 
percent debt ratio on total portfolio.

Nigerian regulation allows REITs to be externally managed by 
a Fund Manager under the oversight of a Board of Trustees. 
However, tax treatment of N-REITs is somewhat uncertain 
as no specific consolidated legislation or regulation exists, 
with the tax treatment relying on interpretation of existing 
regulations.

Improvements to the regulation were proposed by the 
Securities Exchange Commission in a paper published 
in 2016. The paper proposed increasing the 25 percent 
gearing limit to 40 percent. It also proposed allowing 
foreign investors from African counties to invest in  
N-REITs. These changes are yet to be implemented.

The industry is advocating for a specific REIT regulation, clear 
tax treatment of REITs and their SPVs, and a strict standard of 
valuation.

Table 17: REIT regulation in Nigeria 

REIT Regulation
2007 Investment Securities Act of 2007, 
under the Collective Investment Scheme 
Section 154

Year introduced 2007

Amendments plans Yes – increase in gearing and African 
external investors

Governance Internal

Income REITs Yes

Development REITs Yes

Minimum real 
estate investments

75%

Gearing limit 25%

Minimum dividend 
distribution

90%

Tax exemptions Corporate tax with distributions taxable 
at investor level 

56  Collective name for United Africa Company of Nigeria Plc and United Africa Company of Nigeria Property Development Company Plc 
(UPDC).

57  The Nigeran Stock Exchange. Trading Statistics. http://www.nse.com.ng/market-data/trading-statistics (Accessed 9 October 2019).

Sources: 

SEC Nigeria. https://sec.gov.ng/investment-and-securities-act/

Deloitte (2019). Are tax exemptions available to REITs in Nigeria 
untapped? https://www2.deloitte.com/ng/en/pages/tax/articles/
inside-tax-articles/are-tax-exemptions-available-to-REITs-in-
Nigeria-untapped.html (Accessed 31 October 2019). 

3.4.2 REITs market including housing 
REITs
Outside of South Africa, Nigeria leads the way in Africa in terms 
of Housing REITS. The country has four companies registered 
as REITs and listed on the Nigerian Stock Exchange: Skye 
Shelter Fund Plc, UACN Property Development Plc,56 Union 
Homes Real Estate Investment Trust and UPDC Real Estate 
Investment Trust. The total market capitalisation of N-REITS 
was estimated at US$133 million (8/9 October 2019). Three of 
the four companies are wholly or partly focused on housing. 57 

However Nigeria has been a poor demonstration model for 
Housing REITs due to the weak performance of all the listed 
vehicles. As indicated in Table 18, all REITs have lost value over 
the past year despite good net income margins during the past 
year. The poor performance is attributable to several factors:

• Operational costs and poor governance;

• The limitation of gearing placed on REITs;

• High risk of the real estate industry and lack of proper 
offtake finance;

• High interest rate environment; and

• Overall poor performance of the stock marketTable 18: 
REITs in Nigeria

http://www.nse.com.ng/market-data/trading-statistics
https://sec.gov.ng/investment-and-securities-act/
https://www2.deloitte.com/ng/en/pages/tax/articles/inside-tax-articles/are-tax-exemptions-available-to-REITs-in-Nigeria-untapped.html
https://www2.deloitte.com/ng/en/pages/tax/articles/inside-tax-articles/are-tax-exemptions-available-to-REITs-in-Nigeria-untapped.html
https://www2.deloitte.com/ng/en/pages/tax/articles/inside-tax-articles/are-tax-exemptions-available-to-REITs-in-Nigeria-untapped.html
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Table 18: REITs in Nigeria

58  The Nigeran Stock Exchange. Trading Statistics. http://www.nse.com.ng/market-data/trading-statistics (Accessed 9 October 2019).

59  Skye Shelter Fund Annual Report 2018 Skye Shelter Fund (2018). 2018 Annual Reports and Accounts. https://sfsreit.com/home/
downloads/SKYE%20SHELTERFUND%20ANNUAL%20REPORT%202018.pdf (Accessed 31 October 2019). 

60  Chapel Hill Denham. https://www.chapelhilldenham.com/ (Accessed 24 November 2019).

61  OCED. Global Pension Statistics.  http://www.oecd.org/daf/fin/private-pensions/globalpensionstatistics.htm (Accessed 31 October 
2019).

62  African Markets. www.african-markets.com

Company
Fund 
Manager

REIT 
Type

Portfolio
Market Cap

US$ million

52 weeks 
returns

2018 Net 
Income 
Margin

2018 
Dividend 
Yield

UACN Property Development n/a Hybrid Mixed 13.20 -34.0% n/a n/a

Union Homes REIT U n i o n 
Homes

Hybrid Housing 33.30 -9.96% 65 percent 5.0 percent

UPDC REIT FSDH Hybrid Mixed 44.04 -26.0% n/a n/a

Skye Shelter Fund Skye Bank Equity Housing 42.20 0.0% 71% 7.37%

Source: Financial Times, Bloomberg, Africa Financials and Company Annual Reports, all links from statistical tables and datalinks accessed 
November 2019.

UCAN Plc and UPDC REIT were limited companies, but 
following losses of N13.2 billion in 2018 on real estate 
development, the Group is being recapitalised so that the 
shareholding in the REIT owned by UCAN will now become a 
direct investment for UCAN shareholders. This will be coupled 
with equity raising of N15.96 billion to reduce debt. The new 
arrangement was yet to be approved by the SEC as at 19 
September 2019. 58

Skye Shelter Fund income is apportioned 57 percent in interest 
bearing debt linked to real estate and 43 percent rental income. 
In 2018 revenues were N215 million and operating costs were 
N62 million with a 71 percent operating margin. Asset value 
was not materially different over the year. 59 

In July 2019, investment bank Chapel Hill Denham Nigeria 
launched NIDF, the first listed infrastructure debt fund in 
Nigeria and Sub-Saharan Africa. NIDF is a close-ended fund 
domiciled in Nigeria and denominated in local currency. The 
fund is not a REIT and is not focused exclusively on real estate 
but provides many of the same features as a REIT. It is not clear 
at this stage how it will provide debt to fund infrastructure 
projects and whether this will provide either working capital 
or gearing for REITs or other real estate ventures. It might also 

demonstrate that the debt markets could be an opportunity to 
create REITs that could be later listed. If the fund continues to 
be successful, then it is likely that other funds will follow suit.60

Overview of the pension fund industry, stock exchange and 
non-government quoted bond market

Nigerian government debt trades at between 12 percent and 
14 percent interest yield per annum and secured debt requires 
interest rates at over 17 percent per annum, with bank deposits 
yielding up to eight percent per annum. 

The pension fund industry in Nigeria managed an asset base 
of nearly US$20 billion, which represents 6.5 percent of GDP 
but is mainly tied up in state enterprises that have had poor 
returns from investing in real estate.61 The industry could play a 
decisive role in boosting the delivery of affordable housing via 
REITs though direct investments, and through the conversion 
of pension contributions into guarantees for offtake financing.

On the whole, the Nigerian Stock Exchange has been 
performing poorly. The exchange lost 16 percent of its value 
year to date and 30 percent over the past two years.62 Thus the 
stock exchange without reform is not likely to be rewarding for 
investors in REITs. 

http://www.nse.com.ng/market-data/trading-statistics
https://sfsreit.com/home/downloads/SKYE%20SHELTERFUND%20ANNUAL%20REPORT%202018.pdf
https://sfsreit.com/home/downloads/SKYE%20SHELTERFUND%20ANNUAL%20REPORT%202018.pdf
https://www.chapelhilldenham.com/
http://www.oecd.org/daf/fin/private-pensions/globalpensionstatistics.htm
http://www.african-markets.com
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3.4.3 The tax regime 
REIT SPVs are liable to Company Income Tax (CIT) at the rate of 
30 percent. Incomes derived from investments in government 
securities and corporate bonds are deducted before arriving at 
the taxable incomes for CIT purposes. Capital allowances are 
eligible to be deducted profits for CIT purposes. Interest on 
foreign loans to fund the REITs investments are deductible. 

N-REITS benefit from tax exemptions on capital gains and 
dividend distribution. Value Added Tax (VAT) and Capital Gains 
Tax on sales of units or securities are not applicable.

Potential of REITs as a commercial proposition

The main restrictions on the development of affordable 
housing are land tenure issues and the lack of offtake 
financing, especially for informal sector players. The impact 
on the REIT industry is to limit the size of the rental pool and 
increase the perceived risk associated with affordable housing 
developments. 

Nevertheless, Nigeria has succeeded in promoting four REIT 
vehicles, most of which are focused on the housing industry. 
In 2018, most of the listed REITs, with the notable exception 
of UACN Property Development, achieved high net income 
margins and distributed dividends. However, the interest rate 
environment and poor performance of the stock market overall 
resulted in a loss of value for investors. Since then, problems at 
UACN and its promoted REIT have required new funding and a 
new ownership structure to remain viable.

The way forward should include stronger regulation of REIT 
management, especially equity REITs. The reporting standards 
and valuation guideline should be improved to bolster 
investor confidence. However, in the absence of a better 
macroeconomic environment, listed REITs will find it difficult 
to prosper.

However the success of the launch of NIDF may open the 
opportunity for REITs to leverage debt funds through equity, 
although this will continue to depend on the returns for equity 
investment exceeding the cost of debt. 

3.5 Uganda
Table 19 provides background information on Uganda’s 
economy. It is estimated that only 3.93 percent of urban 
households in Uganda can afford the cheapest newly built 
house by a private developer.63

The low affordability is one of the reasons for the absence of 
investments in affordable housing. For instance, the national 
housing company has been engaged in middle to upper end 
housing for the last decade. The institution is only now looking 
at large-scale affordable housing. 

63  CAHF (2019). Housing Finance in Africa Yearbook 2019. 

Table 19: Indicators for Uganda

Indicator Description Data
Population1 Total population 2019

World Economic Outlook 
2019 (millions)

39.82

GDP1 GDP, current prices 

(Billions of US dollars)

GDP per capita (US$)

30.67

630

Average projected 
GDP growth (2018-
2024)1

Real GDP growth (annual 
percent change)

6.3%

Inflation rate1 Projected inflation rate, 
average consumer prices 
(Annual percent change) 
2019-2024

4.7%

Government debt1 General government 
gross debt 

Percent of GDP

43.6%

Lending rate2 Banks’ lending rate to 
prime clients October 
2019

18.0%

Government debt Auction October 2019 15.2%

Mortgage interest 
rates3

Estimate 2019 17% to 19%

Housebuilding   
numbers

Estimate 2019 20 000

Typical gross rent 
yields (outside CBD)3

Estimate 2019 5% to 8%

Exchange rate4 3728/$ change 2019  
(nine months)

-2.2 percent

Ranking in World 
Bank Ease of Doing 
Business Report5

Rank/Constituency 127/190

Sources:

1 International Monetary Fund. World Economic Outlook (October 
2019). https://www.imf.org/external/datamapper/datasets/WEO 

2 The World Bank. Indicators. https://data.worldbank.org/indicator 

3 Numbeo. Property Prices. https://www.numbeo.com/property-
investment/ 

4 African Markets. Homepage. https://www.african-markets.com/en/ 

5 World Bank Group. (2019) Doing Business Report 2019. https://
www.doingbusiness.org/content/dam/doingBusiness/media/Annual-
Reports/English/DB2019-report_web-version.pdf Pg. 181. 

All accessed 31 October 2019.
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3.5.1 REITs regulatory environment 
Table 20 outlines the regulatory environment for REITs in 
Uganda. Ugandan REITs are regulated by the collective 
investment schemes (real estate investment trusts) regulations 
of 2015 and 2017.

The regulatory framework includes Development REITs and 
Income REITs. I-REITs must have a minimum value of assets of 
USh9 billion (U$2.4 million) and at least seven investors. The 
promoters must maintain an investment of at least 30 percent 
of the total asset value of the REIT during a 12-month period 
following the listing.

D-REITs must have a minimum capital of USh5 billion 
(US$1.3 million) and a minimum of seven investors. REITs are 
required to distribute 80 percent of net income.

Table 20: REIT regulation in Uganda

REIT regulation

Collective investment schemes (real 
estate investment trusts) regulations 
of 2015 and the collective investment 
schemes (real estate investment 
trusts) regulations of 2017

Year introduced 2015

Amendments plans No

Governance External

Income REITs Yes

Development REITs Yes

Minimum real estate 
investments

n/a

Gearing limit No

Minimum dividend 
distribution

80%

Tax exemptions Corporate tax income distribution 
taxed at investor level 

Source: Securities and Exchanges Commission - https://www.use.
or.ug Uganda Securities Exchange. Homepage. https://www.use.
or.ug (Accessed 31 October 2019).

3.5.2 REITs market including housing 
REITs
There are no existing or prospective housing REITs in Uganda 
at present and this reflects the issues described in this country 
section. Impediments to listing REITS in Uganda are the same 
as in many in other African countries. The poor performance 
of the stock exchange, low net rental yields, the high interest 
rates available on traded debt and the cost of gearing make 
REITs unattractive for investors.

Government debt trades as high as a yield of 15 percent 
interest rate per annum with secured debt lending rates as 

64  Estimates provided to Altair by Ugandan Banks via e-mail and telephone. (2019). Altair Unpublished Research. 

65  African Markets. Uganda Securities Exchange. https://www.african-markets.com/en/stock-markets/use (Accessed 31 October 2019). 

high as 20 percent per annum, with low inflation (projected 
less than five percent for 2019) making high real interest rates. 
This has discouraged both the commercial and the housing 
construction industry with projected falling values and rental 
yields for both commercial and residential being not much 
more than half the borrowing costs. Estimates are that there 
are only 5 000 mortgages outstanding. 64 These factors, along 
with a falling exchange rate and poor title deeds regulation, 
discourage institutions and investors. 

Overview of the pension fund industry, stock exchange and 
non-government quoted bond market

The National Social Security Fund (NSSF) is the largest pension 
fund in Uganda. The institution is already engaged in providing 
funding for some commercial real estate schemes including 
housing. The NSSF total assets are estimated at USh13.04 
trillion (US$3.5 billion).

The Uganda Securities Exchange is a relatively small and 
illiquid exchange with little traded debt outside government 
securities. The exchange lost five percent of its value year to 
date and is down six percent over the past two years. 65

3.5.3 The tax regime 
REITs are required to distribute 80 percent of net income. Tax 
exemptions on distribution and capital gains are in place.

Potential of REITs as a commercial proposition

Given the increasing demand for affordable housing, 
Uganda will need to draw private capital into any substantial 
programme of housing development for sale or rental. It is, 
however, difficult to see REITs contributing without major 
macroeconomic change. In  particular there would need to 
be reductions in the return on government debt which is 
a benchmark for returns to potential investors, as well as 
reductions in the cost of debt either in the capital market or 
bank finances which restricts potential gearing or the cost of 
mortgages which restrict effective demand. 

4. INVESTMENT TRUSTS (PROPERTY)
Prior to REITs enabling legislation being enacted, many 
countries had regulatory and tax regimes which enabled 
collective real estate investments, usually known as property 
or investment trusts. In the UK these have been established for 
more than 150 years. These regimes are more country specific 
than REITs, so two examples are described in this section: 
Schroder European Real Estate Investment Trust and Real 
Estate Investments Zambia. 

One of the examples, Real Estate Investments Zambia, is 
the conversion of an African farmer’s co-operative, originally 
formed in the 1920s, that converted later into a property 
investment trust. Other than this example, these types of 

https://www.use.or.ug
https://www.use.or.ug
https://www.use.or.ug
https://www.use.or.ug
https://www.african-markets.com/en/stock-markets/use
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trusts were mainly established in Europe and the US prior to the concept of wider share ownership, which was promoted through 
the REITs structure initially in the 1960s. The purpose of the investment trusts was to raise funds mainly for infrastructure projects 
from wealthy investors or institutions, much like the infrastructure funds promoted by private equity funds in more recent years. 

Case Study of a Property Investment Trust: Schroder European Real Estate Investment Trust66

The Schroder European Real Estate Investment Trust was launched on 9 December 2015 with a listing on the London Stock 
Exchange and a secondary listing on the Johannesburg Stock Exchange in South Africa.  It is a close-ended fund so the 
company cannot issue any more shares. It targeted a dividend yield to investors of around 5.5 percent per annum and focused 
on commercial and office buildings in the main urban centres of Europe such as Paris and Berlin. It currently owns 13 properties 
with a portfolio value of approximately €240 million (US$265 million) with weighted average unexpired lease terms of 6.5 
years. The maximum gearing is capped at 35 percent of gross assets and current debt is around 26 percent of gross assets. The 
market capitalisation at 30 September 2019 of the shares in issue was approximately £280 million (US$350 million) ahead of 
asset value.

Case Study of a Property Development and Investment Company:  Real Estate Investments Zambia Plc (REIZ)67

The Real Estate Investments Zambia Plc was formed as the North Western Rhodesia Farmer’s Co-operative, after consultation 
with co-operative members who wanted the investment in the property of the co-operative to continue and provide an income 
stream. The real estate assets were transferred to a company in 1981. 

From 1999/2000 a defined expansion strategy was initiated to grow an impressive property portfolio. Using equity in existing 
property, a bank loan of U$2.6 million (now repaid) was raised in 2003 and in 2004 there was a US$10 million rights issue. In 
2009, a US$10 million bridging facility was arranged with Standard Bank and in 2010 a U$15 million 12-year corporate bond was 
issued. In February 2012, as well as a US$15 million loan arrangement, US$10 million of equity was issued in part consideration 
of a shopping mall. In 2018, a further loan of US$5.2 million was raised to refurbish the shopping mall. The funds raised were 
used for other commercial and retail sites (50 000m2) plus some development land. Twenty-two residential units also were 
acquired and some of the developed commercial property sold.

By 31 December 2018, assets were valued at U$86.3 million, outstanding liabilities are U$19.1 million and 56.5 million shares 
are in issue. Each share has a net asset value of US$1.19. This compares to a share price of ZK5.80 (US$0.44).

In 2018 the group made a loss of US$10.1 million and for the first six months of 2019 a reported loss of US$1.5 million was 
registered despite a 21 percent increase in revenues. The loss was driven by US$1.2 million exchange loses against the US 
dollar as well as a revaluation deficit of US$128 000. The Board decided to pass on the interim dividend compared to a nominal 
dividend of US$0.1 (ZK1.5) for 2018.

The underlying local fundamentals are good, and average gross yield on the portfolio is around 10 percent, of which 93 percent 
is receivable. Operating costs are approximately 16 percent of rentals, but administration costs are around 20 percent. Together 
only 54 percent of rents are available to cover finance costs, exceptional items, taxes and dividends. 

As REIZ is not a REIT, it pays corporate taxes rather than at investor level. Pension funds or equivalent make up 56.74 percent 
(eight shareholders) plus two institutional shareholders 24.4 percent, leaving 290 small shareholders with 18.79 percent.

The case study emphasises the difficulty of property companies, however well capitalised, having to take foreign exchange 
risks to raise investment funds. The high administration costs may well reflect the lack of industry norms and having to provide 
most services in-house without a developed service market.

The aim of these two vehicles was in part like that of REITs, to allow more widespread investment, but they also had a role in 
providing funding for infrastructure as well as equity for new and growing businesses. Similar functions were performed by unit 
trusts, which could invest in both property and equities, but where the valuation was based on a percentage of the value of the 
assets rather than a traded price. These funds also allowed accumulation as well as distribution. Alongside these was the ability of 

66  Schroders (2019). Annual Report and Consolidated Financial Statements. https://www.schroders.com/en/sysglobalassets/investment-
trusts/sreit/documents/annual/schroders_reit_ar19_web.pdf (Accessed 31 October 2019).

67  Real Estate Investment Zambia (2019). Annual Report and Financial Statements 2018. https://drive.google.com/file/d/1vtWZ5gLP4uSnd
2QOiKw5EFLNkqATdJOe/view (Accessed 31 October 2019).

Real Estate Investments Zambia (2018). Interim Results 2018. https://drive.google.com/file/d/1XkqQoZj-eKSvNySwwqsq_feRFNFEXZeT/view 
(Accessed 14 October 2019). 

https://www.schroders.com/en/sysglobalassets/investment-trusts/sreit/documents/annual/schroders_reit_ar19_web.pdf
https://www.schroders.com/en/sysglobalassets/investment-trusts/sreit/documents/annual/schroders_reit_ar19_web.pdf
https://drive.google.com/file/d/1vtWZ5gLP4uSnd2QOiKw5EFLNkqATdJOe/view
https://drive.google.com/file/d/1vtWZ5gLP4uSnd2QOiKw5EFLNkqATdJOe/view
https://drive.google.com/file/d/1XkqQoZj-eKSvNySwwqsq_feRFNFEXZeT/view
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managed pension funds to invest directly in property so that, 
albeit more indirectly, contributions of individuals gave them 
exposure to real estate investment.

More recently, several countries have introduced self-
administered pension schemes. This means that individuals 
could manage their own pension pots and have some of that 
investment directly in property, with tax exemption for income 
and gains that stay within the fund and are drawn down later 
as a pension. In the countries under review in this report, the 
research did not indicate that this was currently an option 
and that nearly all pension requirements were through an 
authorised plan with managers. It is possible that in the future, 
as legislation and regulations in these countries are liberalised, 
this could become an option and investment in REITs or 
investment trusts would be an approved investment. 

4.5.1 Typical structure of an 
Investment Trust (Property)
These are normally close-ended funds in that they issue a 
prospectus and a fixed number of shares and will not normally 
issue or redeem any shares at a later date. Buying and selling 
of the shares is normally on a recognised stock exchange, 
and the pricing will reflect supply and demand so the shares 
can trade at a discount or a premium to net asset value. The 
initial prospectus will set out the objectives in terms of the 
type of properties that they aim to invest in, the targets for 
distribution and growth as well as maximum levels of gearing. 
It will also set out the basis on which these “rules” can be 
changed through votes of shareholders, usually in a general 
meeting. Despite the name, these are normally limited liability 
companies. 

In most jurisdictions subject to the prospectus, the directors 
have the power to hold back some of the dividend, typically 15 
percent, in order to smooth future changes in revenues. 

The role of directors is as protection for the shareholders and 
strategic direction. Most trusts will have separately appointed 
managers (sometimes on performance-related fees) which the 
directors will have the power to appoint and dismiss. 

Typically, these companies are subject to corporate taxes as 
any other public company. However, many regimes allow 
either disposals of property within the trust or disposals of 
shares by the investors to have some or all relief from capital 
gains tax or equivalent. Where income is received as dividends 
from property holding companies or other trading companies, 
these are exempt within the trust usually because they have 
been subject to tax in the payee company. 

Advantages and disadvantages of an Investment Trust 
(Property)

The key advantage is flexibility in that they can work within the 
original prospectus and are not normally subject to regulatory 
requirements as to gearing, levels of distribution, development 
arrangements and similar. This means that they are designed 
for a more sophisticated investor that understands the 

more complicated risk and reward scenario. Their taxation 
arrangements are more opaque, depending on different 
financial structures and less attractive to institutions which 
would not normally pay any tax on direct property investment 
or investment through a REIT.

Although such trusts do not have minimum requirements 
as to the number of investors and their independence, the 
advantage of this will depend on the jurisdiction. For most 
major trading markets, there are specific requirements for a 
percentage of equity being free float, i.e. available for trading 
without restriction and obligations on shareholders that own a 
significant stake.

Perhaps the most important difference for investors is that 
the market price of shares is set reflecting both development 
and investment, with more discretion for the directors and 
managers to meet both their obligations and their investment 
path. This is likely to mean that trust shares are more volatile 
and, in certain circumstances, no market might realistically 
exist if the appointed brokers and investors have low levels of 
confidence in trading or values. 

A few funds were set up as open-ended funds in which the 
company or its managers allowed redemption of shares 
at a price based on a formula related to asset value. Often 
redemptions were only allowed at set dates during a year. 
Purchase (i.e. bid price) could be lower than the price at 
which shares, or units, were offered for sale. Although giving 
investors more certainty, it required the company to hold cash 
to allow for redemptions. If it could not meet this obligation, 
this would undermine confidence. The rules usually allowed 
for this occurrence by permitting the company to suspend 
redemptions for a period of time. Similar structures are often 
called “unit trusts” with formal requirements for monthly or 
quarterly revaluations to establish a published value. 

A working definition that would separate REITs from Property 
Investment Trusts would focus on the two key requirements 
of REITs legislation and regulation: a REIT must invest in a 
minimum asset percentage of income-producing real estate, 
and distribute a high minimum percentage of taxable income 
to be “exempt” from all or some corporate taxes, with the 
taxation responsibility being transferred to the investor 
reflecting their assessed tax burden for personal taxation. 
For Property Investment Trusts, they are normally subject to 
corporate taxes and the investor will be subject to personal 
taxation on distributed income. Often there is limited 
amelioration for the Trust and the investor through credit to 
the company for any withholding tax, and in some jurisdictions 
personal rates are discounted when distribution is received 
from a tax paying equity.

In summary, a Trust has more freedom in its creation of a 
property portfolio and less regulation for its ongoing activities. 
In particular it is free, subject to its prospectus promises, to 
reduce distributions in order to expand its portfolio. For a REIT, 
the only way to grow is through further equity investment or 
debt (both controlled) in return for the “tax break”.
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5. EXISTING AFFORDABLE 
RESIDENTIAL REITS: CASE STUDIES 
FROM AROUND THE WORLD
For the purpose of this report, we have developed the following 
definitions with respect to various types of REITs in the 
affordable housing sector. Those REITs defined as responding 
to the demand for social housing are effectively investments 
in financial instruments where the return to investors relies 
on state support for rental income. Those REITs defined as for 
affordable housing are relying on market rental paid, normally, 
by the occupier, and the business is providing suitable housing 
to rent or sale that meets the needs of the renter or purchaser 
within the individual or household’s financial envelope.

Social housing or housing for the poor – these are homes for 
households for which a market rental cost would be such a 
significant part of their household income that they would 
not be able to afford the basic necessities such as food, 
energy, medical treatment and similar. In order for a REIT 
investing in social housing to generate the yield it needs to 
attract investors, these households would effectively need a 
significant part of their rent to be the responsibility of a third 
party, e.g. the state, before a REIT or a property investment 
company would be willing to provide housing. Such property 
investments and REITs do exist where they provide residential 
accommodation ostensibly to a state or charity occupier, albeit 
the tenancy may well be in the name of the household but the 
state or an NGO provides ongoing funds to meet such costs. 
In the UK some residential REITs properties are let to tenants 
who receive  state-provided housing benefits or income 
support that is made either through a direct payment of rent to 
the landlord or by a top-up of their income, so they are enabled 
to pay the rent. Examples in the UK are the Civitas and Triple 
Point REITs.

Affordable housing – this definition is for residential 
accommodation, to rent or buy, available to households 
where, typically, a maximum 35 percent of household 
income is used to meet the rental or home purchase liability. 
These households also have access to balances to meet any 
purchase deposit or are able to borrow monies to provide a 
surety deposit on reasonable terms. Such households could 
be a group of earning individuals who share a single tenancy. 
REITs will target specific income groups and the quality of 

68  Starts Proceed Investment Corporation. Financial Results Briefing 27th Fiscal Period. https://www.sp-inv.co.jp/en/pdf/m_27th.pdf 
(Accessed 31 October 2019). Bloomberg. Starts Proceed Listing. https://www.bloomberg.com/quote/8979:JP (Accessed 30 September 
2019). 

the offering will increase with the levels of household income 
being targeted. In some instances this happens with the 
support of the state or an NGO, but not through a significant 
financial contribution.  This is usually achieved with complex 
structured financial products such as Rent to Buy, Help to Own, 
Index Linked Loans, or similar (sometimes referred to by the 
generic term of “financial engineering”). 

This section summarises case studies of some successful 
residential REITs across the globe. These case studies might 
serve as reference points for affordable housing, providing 
lessons and models for application in the eight countries 
focused on in this report. These case studies can help to 
understand the background and activities required to create 
successful residential REITs. Two are from South Africa, 
Indluplace and Transcend. The five others are: Stockland in 
Australia whose main business is city centre development 
and retirement villages, Starts Proceeds of Japan,  Orava of 
Finland, Camden Property Trust in the USA, and UK Residential 
Secure Income REIT. Outside of student and retirement village 
providers, affordable residential REITs are few in number 
and therefore care should be taken in drawing too strong 
conclusions from these limited examples.

Starts Proceeds, Japan68

 Case Study 1

Starts Proceeds was established in April 2005 and listed on 
the Osaka Securities Exchange in November 2005 before 
transferring in July 2010 to the Tokyo Stock Exchange. The 
REIT concentrates on the lower end of the residential rental 
market principally in Tokyo (70 percent of the holdings) and 
on 106 sites. It has around 105 000 rental units with typical 
gross rental yields of between six percent and seven percent. 
Gearing is around 50 percent and the market capitalisation is 
approximately ¥50 000 million (US$4 600 million). Dividend 
yield is around 4.4 percent, having gradually reduced from 
highs of over seven percent in its early years, reflecting both 
very low inflation and interest rates. It is still the smallest but 
highest yielding of six Japanese residential REITs providing 
an average annual capital uplift in value of around one 
percent per annum. These yields compare to equivalent 
yield on Japanese Treasury Bonds of around zero percent 
per annum. 

 

https://www.sp-inv.co.jp/en/pdf/m_27th.pdf
https://www.bloomberg.com/quote/8979:JP
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Stockland Corporation, Australia69 

Case Study 2

Stockland is one of the largest diversified property groups in Australia with more than A$17.9 billion (US$12.5 billion) of real 
estate assets. The corporation owns, manages and develops retail town centres, logistic centres, business parks, office assets, 
residential communities and retirement villages. The REIT, which is quoted on the Australian Securities  Exchange (ASX), has 
a market capitalisation of A$10.6 billion (US$7.1 billion). In the past 12 months, the value of its shares increased by around five 
percent and the annual dividend yield is over six percent. By comparison, the Australian Government 10-Year Bond Yields are 
around one percent per annum.70 

Included in Stockland’s assets are 9 600 units of retirement living in 70 villages and 76 800 residential rented accommodation 
units in 60 locations. Relatively, this has been one of the most attractive REITs in Australia with a more stable capital value 
performance as well as yield, although neither are the highest. The residential mix has a wider range of values than the more 
specific REITs and its relationship with Stockland Property Corporation, a long-established property business, means it has a 
more dependable and defined supply of properties. 

Orava, Finland71 

 Case Study 3

Founded in 2010 and quoted on the Helsinki Stock Exchange, the Orava REIT has 7 500 shareholders (mainly with relatively 
small holdings) and owns and manages approximately 1 800 apartments. About a third of the apartments are in Helsinki and 
30 percent in other major urban centres of Finland where gross rent yields are between one percent and two percent higher 
than in the capital. Average yields are between six percent and seven percent gross, but the cost of repairs, management and 
other operational costs reduce this to slightly below four percent per annum and distributable yield to around three percent 
per annum. Currently Finnish Government 10-Year Bond Yields have slipped into negative territory.72 Occupancy levels are 
typically between 93 percent to 95 percent and the property portfolio has a valuation of around €250 million (US$229 million), 
of which half is debt funded. The property market in Finland has struggled in recent years with little capital appreciation, and 
this has been reflected in investor confidence. 

Indluplace, South Africa73      

Case Study 4

Indluplace has a market capitalisation of R1.3 billion (US$858 million) on an original portfolio cost of R2.2 billion (US$1.452 
million) with gearing at 30 percent of asset value. There has been a 53 percent drop in the share price over the recent 12 months, 
which has pushed dividend yield up to over 20 percent per annum. Average operating costs are around 27.5 percent of gross 
rental income. Typical units are two bedrooms with 40 percent in Johannesburg and 38 percent in Gauteng Province. Typical 
rents range from R3 000 to R7 000 (US$200-US$466) a month. South African Government 10-Year Bonds currently yield around 
8.5 percent per annum but the value of these bonds have fallen by seven percent during the most recent 12 months.74

69  Stockland. Annual Report 2019. https://www.stockland.com.au/investor-centre/results (Accessed 30 September 2019). Australian Stock 
Exchange. Stockland Listing. https://www.asx.com.au/asx/share-price-research/company/SGP (Accessed 30 September 2019).

70  Commins, P. (2019) ‘Momentous day’ as Aussie 10-year bond yield drops below 1pc. https://www.afr.com/markets/debt-markets/
momentous-day-as-aussie-10-year-bond-yield-drops-below-1pc-20190806-p52e82 (Accessed 30 September 2019).

71  Ovaro (2019). Annual Report to Shareholders 2019. http://dataotp.tf.investis.com/news/omx/2500/70065/Ovaro%20
kiinteist%C3%B6sijoitus%20Oyjn%20hallituksen%20toimintakertomus%20ja%20konsernitilinp%C3%A4%C3%A4t%C3%B6s%202019.
com/Resource/Download/86217766-2ffd-4803-b1ea-f79d962adbc4 (Accessed 30 September 2019).

72  Financial Times UK Edition 1 October 2019 and verified on website https://www.investing.com  

73  Indluplace. Annual Report 2019. http://indluplace.co.za/downloads/2019/results/Indluplace-2019-AR.pdf (Accessed 31 October 2019). 
Financial Times. Market Data. https://markets.ft.com/data (Accessed 30 September 2019). 

74  Investing.Com (2019). South Africa 10-Year Bond Yield https://www.investing.com/rates-bonds/south-africa-10-year-bond-yield 
(Accessed 30 September 2019). 
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http://dataotp.tf.investis.com/news/omx/2500/70065/Ovaro%20kiinteist%C3%B6sijoitus%20Oyjn%20hallituksen%20toimintakertomus%20ja%20konsernitilinp%C3%A4%C3%A4t%C3%B6s%202019.com/Resource/Download/86217766-2ffd-4803-b1ea-f79d962adbc4
http://dataotp.tf.investis.com/news/omx/2500/70065/Ovaro%20kiinteist%C3%B6sijoitus%20Oyjn%20hallituksen%20toimintakertomus%20ja%20konsernitilinp%C3%A4%C3%A4t%C3%B6s%202019.com/Resource/Download/86217766-2ffd-4803-b1ea-f79d962adbc4
http://dataotp.tf.investis.com/news/omx/2500/70065/Ovaro%20kiinteist%C3%B6sijoitus%20Oyjn%20hallituksen%20toimintakertomus%20ja%20konsernitilinp%C3%A4%C3%A4t%C3%B6s%202019.com/Resource/Download/86217766-2ffd-4803-b1ea-f79d962adbc4
https://www.investing.com
http://indluplace.co.za/downloads/2019/results/Indluplace-2019-AR.pdf
https://markets.ft.com/data
https://www.investing.com/rates-bonds/south-africa-10-year-bond-yield
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Transcend, South Africa75      

Case Study 5

This REIT owns and manages properties developed by fund manager International Housing Solutions as part of its business 
funding. It owns 2 472 homes in 13 locations with average rents between R3 000 and R7 000 (US$200-US$466) a month. Net 
asset value per share is around R9.5 (US$0.63) with a share price of R6.85 (US$0.45) as of October 2019. Dividends per share is 
just under 65 cents per annum so approximate yield of 9.5 percent per annum with loans to value of approximately 47 percent. 
By calculation the average acquisition price per unit is around R600 000 (US$40 000).

Camden Property Trust, United States76    

Case Study 6

This REIT, quoted on the New York Stock Exchange, has 156 sites, more than 56 000 apartments and 1 600 employees. Its 
headquarters is in Houston, Texas and approximately 30 percent of its sites are in Texas, around 12.5 percent each in Florida 
and North Carolina, and the balance principally in the major urban areas of US southern states. The Trust develops and asset 
manages its own portfolio and has a New York Stock Exchange market capitalisation of around US$10 billion. The market 
variation of its share price over the last 12 months has been from a low of around US$83 to a high of US$111. Dividend yield 
is around 4.25 percent. For comparison, US T-Bills currently yield around 1.7 percent per annum.77 The average apartment is 
around 1 000 sq ft, has a rent of around US$1 700 a month and an occupancy level of around 96 percent. Based on two earners 
in each household, rents represent between 30 percent and 35 percent of typical monthly gross income. In its annual report, 
the Trust states that half of its tenants are in the 20-34 year age group.

Current gearing is around 25 percent of gross asset value, the average debt cost is around four percent and the Trust has a 
Standard & Poor’s credit rating of A-. This credit rating is as good if not better than many sovereign countries.  

The Trust is an active manager of its portfolio. Despite developing typically 800 new apartments a year, the housing stock of the 
REIT is similar to that reported five years’ previously. In its annual report, the Trust refers to being flexible and fits the demands 
of the portfolio to the potential customer base.

75  Transcend (2018) Annual Report to Shareholders 2018, https://transcendproperty.co.za/wp-content/uploads/2019/04/Transcend-
IAR2018.pdf (Accessed 30 September 2019).

76  Camden Property Trust. 2019 Annual Report. http://www.annualreports.co.uk/HostedData/AnnualReports/PDF/NYSE_CPT_2019.pdf 
(Accessed 31st October 2019).  NYSE. Listing Directory. https://www.nyse.com/listings_directory/stock (Accessed 30 September 2019). 

77  Investing.Com (2019) USA 10-Year Bond Yield https://www.investing.com/rates-bonds/u.s.-10-year-bond-yield (Accessed 30 September 
2019). 

https://transcendproperty.co.za/wp-content/uploads/2019/04/Transcend-IAR2018.pdf
https://transcendproperty.co.za/wp-content/uploads/2019/04/Transcend-IAR2018.pdf
http://www.annualreports.co.uk/HostedData/AnnualReports/PDF/NYSE_CPT_2019.pdf
https://www.nyse.com/listings_directory/stock
https://www.investing.com/rates-bonds/u.s.-10-year-bond-yield
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Residential Secure Income Plc, United Kingdom78

Case Study 7

The middle income affordable rent segment in the UK is principally occupied by the not-for-profit housing association sector 
which principally finances its portfolios on the capital markets or by direct borrowing from major financial institutions in 
Europe, the US or Japan – currency risk is normally hedged. Also in this market segment are public and private landlords who 
finance their portfolios through a mixture of equity and bank debt. These established players have restricted the impetus for 
the creation of property-owning residential REITs.

For a quoted vehicle, the London Stock Exchange (LSE) costs and requirements represent a relatively high barrier to entry. In 
recent years REITs have been created to purchase some of the revenue streams from the not-for-profit providers that want to 
release cash for further investment in housing but are quoted on the LSE junior market (Alternative Investment Market). 

An example is Residential Secure Income Plc, formed in June 2017. Based on a prospectus projecting an annual five percent 
dividend yield, it raised approximately US$230 million in July 2017. With debt of around US$135 million, it has now invested 
around US$365 million by buying either the unsold equity in part-equity part-rent schemes and portfolios of affordable rented 
housing either already occupied by tenants of the not-for-profit sector, or vacant from developers. Once purchased, all these 
homes are leased to the not-for-profit that typically pays an index-linked rent to the REIT. The yield to shareholders is principally 
through the rental income, but with some attributable to the purchase discounts on properties. Depending on the terms of 
each lease, the housing association would get an allowance to cover voids, management and maintenance, but the REIT might 
take responsibility for major repairs or restructuring of the portfolio.

At May 2019, the Residential Secure Income portfolio comprised around 2 500 residential units.

Although underlying net asset value was reported at around 107p per 100p share, the trading price of the shares was just over 
92p, a discount of around 16 percent. This reflects concerns about government’s willingness to continue supporting increased 
rents for tenants who receive state benefits and the low rate of UK price inflation. 

78  RSI plc. Prospectus 2017. https://www.jarvisim.co.uk/assets/ipo/Residential%20Secure%20Income%20Plc%20Prospectus.pdf (Accessed 
30 September 2019). RSI plc. Annual Report 2019. https://www.resi-reit.com/company-documents (Accessed 31 October 2019). 
LSE. RSI plc Listing. https://www.londonstockexchange.com/exchange/prices-and-markets/stocks/summary/company-summary/
GB00BYSX1508GBGBXSSMM.html (Accessed 30 September 2019). 

It is difficult not to draw a conclusion that residential REITs can 
only succeed where there is a sophisticated real estate market 
with a known and quantified secondary market. Dropping 
down into the affordable housing sector requires low interest 
rates and yields that reflect average earnings of the target 
population, usually supported by government safety nets. 
The more viable case studies highlighted in this report target 
middle-income groups, at the least. Even within this conclusion, 
however, is the thought that in the relevant countries there are 
parallel arrangements to use capital markets for the majority 
of affordable housing through low cost mortgages or funding 
housing NGOs.

6. THE SUCCESS CRITERIA FOR 
RESIDENTIAL REITS
Based on analysis of the outcomes from the eight study 
countries (Section 3) as well as the case studies of successful 
residential REITs from elsewhere in the world (Section 5), its 
possible to begin to identify the success criteria for residential 

REITs. First, a suitable fiscal and economic environment is 
necessary for the REIT to operate within. Second, a set of 
operational constraints impact on the success of the REIT. 

6.1 Fiscal and Economic Environment
To establish a framework for understanding the fiscal and 
economic environment which REITs operate within, eight 
drivers of the enabling environment have been identified: 
economic factors, financial factors, taxation, legal, governance, 
track record, demand factors, and supply factors. For each 
driver, a select few indicators have been identified to reflect 
that aspect of the fiscal and economic environment. 

Table 21 shows the relevant indicators for the fiscal and 
economic environment for each of the eight countries, 
and then provides an overall country score (1-5) based on 
weightings assigned to each of the drivers. By this assessment, 
Morocco scores the highest (3.9) and Ghana scores the lowest 
(2.1). 

https://www.jarvisim.co.uk/assets/ipo/Residential%20Secure%20Income%20Plc%20Prospectus.pdf
https://www.resi-reit.com/company-documents
https://www.londonstockexchange.com/exchange/prices-and-markets/stocks/summary/company-summary/GB00BYSX1508GBGBXSSMM.html
https://www.londonstockexchange.com/exchange/prices-and-markets/stocks/summary/company-summary/GB00BYSX1508GBGBXSSMM.html
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Table 21. Fiscal and economic environment indicators and country scores

FACTORS INDICATORS WEIGHT RANGE G
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ny

a
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an
ia

U
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m
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a

ECONOMIC FACTORS 10% 1 to 5 3 4 4 2 4 4 4 3
GDP growth Projected GDP Growth% 5.4 6.0 3.9 2.4 8.0 4.8 6.3 2.9
GDP per capita Projected $ GDP per capita 7 699 4 328 10 352 6 341 2 870 3 929 2 921 4 333
Inflation Projected % change in CPI 7.4 4.9 1.9 11.4 4.8 4.6 4.7 10.5
FINANCIAL 20% 1 to 5 1 3 4 2 3 3 2 2
Interest rates Central Bank rate 16.0 9.0 2.3 13.5 5.0 7.0 9.0 10.3
Stock Market 
returns

Average 1 Y return of A1 
share index (22,9) 1,7 0,2 (11,7) (9,9) (7,9) (4,9) (24,2)

10Y Bond yields 10Y Gov Bond Yield 20 11.8 2.9 14.3 4.6 14.5 31.4
TAXATION 10% 1 to 5 2 4 4 3 2 2 2 3
REIT Tax 
Exemptions Yes/No No Yes Yes Yes No No Yes Yes
Upcoming REIT 
regulation 
improvement Yes/No Yes No No No No No No No
LEGAL 20% 1 to 5 3 2 3 2 4 3 3 3
Tenant Laws Adequate/Not Adequate A NA A NA A A A A
Land rights Adequate/Not Adequate A A NA A NA A A
GOVERNANCE 5% 1 to 5 3 4 4 3 4 3 3 4
REITs regulation 
exists/ 
enforcement 
history in the 
capital markets

One factor or both exists One Both Both One Both One One Both

TRACK RECORD 5% 1 to 5 1.0 3.0 3.0 4.0 1.0 2.0 1.0 1.0
Existing listed 
vehicles

Yes/No
No Yes Yes Yes No No No Yes

DEMAND FACTORS 20% 1 to 5

Affordability
% population that can 
afford the lowest priced 
house

7% 51% 95% 39% 4% 3% 4% 8%

Mortgage rates
Mortgage payment for the 
lowest priced house/GDP 
per capita

22% 13.5% 4.00% 17.00% 17.00% 17.00% 18.00% 19.00%

Availability of 
mortgages

Number of mortgages 
outstanding

NA 26 187 170 425 113 069 NA 4 996 NA 8 000

SUPPLY FACTORS 10% 1 to 5 2.0 3.0 5.0 3.0 3.0 3.0 3.0
Number of 
housing annual 
new housing 
delivery

Estimated number of units 25 000 50 000 140 000 30 000 10 000 30 000 20 000 10 000

COUNTRY RATING 2.1 3.1 3.9 2.4 3.2 2.8 2.5 2.6

6.2 Operational constraints
In addition to the overall fiscal and economic environment 
considered above, ten operational constraints have been 
identified which impact on the potential success of REITs, 
ranging from net rental yields to gearing. This section defines 
and discusses each of these operational constraints, and then 
evaluates each of the countries with respect to that operational 
constraint, using a scale of 1-5 (1=non-existent, 3=minimum 
requirement, 5=appropriate). 

1. Net Rental Yield

The annual income distribution needs to be higher than that 
from the most common equivalent debt or deposit returns, 
such as T-Bills, i.e. government publicly traded debt. It is not 
necessarily a comparison with other real estate sectors as 
investors often want to balance their portfolios and REITs can 
be property type or location specific. As shown in Table 22, 
only Morocco meets the minimum requirement in regard, with 
average gross rental yields of 4.7 percent. 
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Table 22. Net rental yield

Country
Net Rental Yield 
score (1-5)

Comment

Morocco 3 Average gross rental yields of 4.7 percent, bank deposit rates of typically 3.5 percent and secured 
borrowing rates typically around four percent per annum

Ghana 1 Average rental yields of between seven percent and 12 percent per annum, bank deposit rates of 
up to nine percent per annum and secured borrowing rates of between 20 percent and 25 percent 
per annum

Nigeria 2 Average rental yields of between four percent to 12 percent per annum, bank deposit rates of four 
percent to eight percent per annum and secured borrowing interest rates of between16 percent 
and 18 percent per annum

Kenya 1 Average rental yields of seven percent per annum, bank deposit rates around eight percent per 
annum and secured borrowing rates of around 12 percent to 14 percent per annum

Rwanda 2 Average rental yields of eight percent to 10 percent per annum, bank deposit rates of five percent 
to nine percent per annum and secured borrowing rates of 17 percent to 19 percent per annum

Tanzania 2 Average rental yields of around 8.5 percent per annum, bank deposit rates of around six percent 
per annum and secured borrowing rates of around 15 percent to 19 percent per annum

Uganda 1 Average rental yields of around six percent per annum, bank deposit rates of up to nine percent 
per annum and secured borrowing rates of around 16 percent to 18 percent per annum

Zambia 1 Average rental yields of between three percent to 10 percent per annum, bank deposit rates of 
up to eight percent per annum and secured borrowing rates of around 18 percent to 20 percent 
per annum

Sources: 

For rental yields: Global Property Guide. Rental Yields. https://www.globalpropertyguide.com/rental-yields ; Knight Frank. Africa Report 2017. 
https://content.knightfrank.com/research/155/documents/en/africa-report-201718-4576.pdf ; Yields by Country. East African Newspaper and 
East African Newspaper (all referenced September 2019). 

For interest rates: Trading Economics. Indicators. https://tradingeconomics.com/indicators ; https://www.financialadvisory.com/ Financial 
Advisory. World Investor / Borrower Rates. https://www.financialadvisory.com/ ; Reuters and Bloomberg plus Bank of Morocco. http://
www.bkam.ma/en ; Bank of Ghana. https://www.bog.gov.gh/ ; Central Bank of Nigeria ; https://www.cbn.gov.ng/# ; Central Bank of Kenya; 
National Bank of Rwanda. https://www.bnr.rw/home/ ; Bank of Tanzania. Publications and Statistics. https://www.bot.go.tz/Publications/
PublicationsAndStatistics.asp#Statistics; Bank of Uganda. Statistics. https://www.bou.or.ug/bou/bouwebsite/Statistics/ ; Bank of Zambia. 
Statistics. https://www.boz.zm/statistics.htm

6.3  Liquidity
Institutions are often reluctant to be one of the minimum five or 10 independent parties to a REIT without knowing the level 
of certainty of being able to realise the value of the assets at a later date, either through selling the company or the individual 
assets on the second-hand market. Individuals also look to a maturity date or an active market that will allow the realisation of 
an investment. This makes it difficult to launch successful public REITs in countries where there is not an actively traded REITs 
market or secondary property investment market in local currency. In countries where there is a single state pension fund, this 
will create issues for both achieving minimum investor numbers and market demand and trading.

Table 23 shows the assessment of liquidity in each of the countries. Only Kenya and Ghana receive scores of 3, reflecting the 
minimum requirements. 

Table 23. Liquidity

Country
Liquidity 
score (1-5)

Comment

Morocco 1 Pension fund investment US$1.1 billion (estimate) split between four state funds

Ghana 3 Pension fund investment totalling US$1.76 billion with a mix of state schemes and 40 private companies

Nigeria 2 Pension fund investments of US$18.9 billion mainly through state compulsory contributions and around 20 
firm offering non-compulsory schemes

Kenya 3 Pension fund investments of US$10.4 billion The main schemes are either at government or state (county) 
levels but there are approximately 40 private pension authorised providers

https://www.globalpropertyguide.com/rental-yields
https://content.knightfrank.com/research/155/documents/en/africa-report-201718-4576.pdf
https://tradingeconomics.com/indicators
https://www.financialadvisory.com/
https://www.financialadvisory.com/
http://www.bkam.ma/en
http://www.bkam.ma/en
https://www.bog.gov.gh/
https://www.cbn.gov.ng/
https://www.bnr.rw/home/
https://www.bou.or.ug/bou/bouwebsite/Statistics/
https://www.boz.zm/statistics.htm
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Rwanda 1 Pension fund investments of around UUS$1 billion Until 2018 the only approved scheme was state provided 
by RSSB but in 2018 the first commercial provider was registered

Tanzania 2 Pension fund investments of around US$4.4 billion

Since 2016 the five state schemes have been allowed to compete with each other but little impact of 
commercial operations

Uganda 2 Pension fund investments of around US$3.5 billion

Three major licensed state or pseudo state providers joined since 2018 by 10 private providers wanting to 
drive business

Zambia 1 Pension fund investments of around US$1 billion 

Four state providers, seven fund managers and two employee trusts
Sources: Africa Securities Exchange Association. https://african-exchanges.org/en/statistics ; Supervisory Authority of Insurance and Social 
Welfare. https://www.acaps.ma/en ; Social Security and National Insurance Trust. https://www.ssnit.org.gh/ ; National Pension Commission. 
https://www.pencom.gov.ng/ ; Retirement Benefits Authority. https://www.rba.go.ke/ ; National Security Regulatory Authority. http://www.
ssra.go.tz/en/ ; Uganda Retirement Benefits Regulatory Authority. https://urbra.go.ug/ ; National Social Security Fund. https://www.nssfug.
org/8/About_Us# ; National Pension Scheme Authority. https://www.napsa.co.zm/ ; plus pension trade associations from each country.

6.4 Political environment
REITs that depend on volume residential tenancies, particularly concentrating on lower income households, are often seen as 
vulnerable politically, particularly at election time. High on the list of concerns is the collection of rent and the power to evict 
non-payers. This is one of the reasons why retirement villages and student accommodation have been favoured because of 
peer pressure, typical behaviour of older people, and the role of the colleges and universities that are nominating students. All 
encourage stability of revenues and restrict political “meddling”. 

As shown in Table 24, two measures have been incorporated to assess risk, first the World Bank Ease of Doing Business index, and 
second, the Global Property Guide assessment of landlord-tenant emphasis in local regulation. Morocco, Kenya and Rwanda all 
score the highest (4), exceeding minimum requirements with regard to political factors. 

Table 24. Political factors

Country
Political 
score (1-5)

Comment

Morocco 4 World Bank Ease of Doing Business ranked 60 and Global Property Guide ranked neutral for legal rules 
and processes

Ghana 3 World Bank rating 114 and Global Property Guide neutral

Nigeria 3 World Bank rating 146 and Global Property Guide rated “pro landlord”

Kenya 4 World Bank rating 61 and Global Property Guide neutral

Rwanda 4 World Bank rating 29 and Global Property Guide neutral (last is implied due to insufficient research)

Tanzania 3 World Bank rating 144 and Global Property Guide neutral

Uganda 3 World Bank rating 127 and Global Property Guide neutral

Zambia 3 World Bank rating 87 and Global Property Guide neutral
Source: World Bank Group (2018). Ease of Doing Business 2018. https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-
Reports/English/DB2018-Full-Report.pdf Pg. 142; Global Property Guide. Homepage. https://www.globalpropertyguide.com/ (Accessed 31 
October 2019).

6.5 Effective tax regime
In countries where the tax regime is sometimes ignored or not enforced, revenues from rents or property development can often 
be subject to personal tax planning. With a quoted vehicle making publicly documented transactions and distributions to known 
individuals or institutions at a known address, this will have a higher certainty of being captured in any tax assessment. The high 
levels of direct taxes on property transactions are often a useful measure of the inclination to avoid.

Table 25 accesses the tax regime in each of the eight countries. Rwanda, Tanzania and Uganda score the highest (4), with Nigeria 
and Morocco scoring the lowest. 

https://african-exchanges.org/en/statistics
https://www.acaps.ma/en
https://www.ssnit.org.gh/
https://www.pencom.gov.ng/
https://www.rba.go.ke/
http://www.ssra.go.tz/en/
http://www.ssra.go.tz/en/
https://urbra.go.ug/
https://www.nssfug.org/8/About_Us
https://www.nssfug.org/8/About_Us
https://www.napsa.co.zm/
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2018-Full-Report.pdf
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2018-Full-Report.pdf
https://www.globalpropertyguide.com/
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Table 25. Tax regime

Country
Tax Regime 
score (1-5)

Comment

Morocco 1 Property taxes on purchase 15 percent including 10 percent VAT, 2.5 percent registration fees, stamp duty, 
notary taxes Total fees around 20 percent

Ghana 2 Property taxes are normally one percent but most properties are leasehold maximum 99 years with higher 
legal fees. Total costs will normally be around 10 percent.

Nigeria 1 Consent fee to state government eight percent total costs can approach 20 percent and sellers pay a 
minimum fee of three percent

Kenya 3 Property taxes on purchase four percent plus local fees and costs total of between seven percent and nine 
percent

Rwanda 4 Stamp duty variable but around one percent of value or cost. Total costs between five percent and seven 
percent

Tanzania 4 Stamp duty one percent, registration and notary fees around 3.5 percent, agent’s fees variable. Typical 
total around eight percent.

Uganda 4 Stamp duty one percent, estimated typical total costs six percent to eight percent

Zambia 2 Property transfer tax 10 percent, total transaction costs up to 16 percent
Source: Grant Thornton. Real Estate Tax. https://www.grantthornton.co.uk/services/tax/real-estate-tax/ (Accessed 31 October 2019). Affidata. 
Homepage. https://affidata.co.uk/ (Accessed 31 October 2019).

6.6 Orderly rental market
Unless a residential REIT is of such a size that it will dominate the market, key to success will be an orderly supply of potential 
tenants with references and credit histories who can afford rents that provide a yield better than the target (see above). Tenants 
must also be in a stable enough employment situation to reasonably expect to be able to make expected rental payments for 
at least a year or more. Given that typical management costs of existing residential REITs in other countries (see below) cluster 
around 30 percent of gross rental income, then rental properties need to provide a yield that will cover both the yield target and 
these management costs. Without an orderly market that can provide references, methods of rent collection and similar, it will 
be difficult to organise an effective REIT or convince investors. This uncertainty will be increased in regimes where there is little 
or no state funding to support those who find themselves unable to meet rent obligations. 

Table 26 assesses whether there is such an orderly market in each of the eight countries. Morocco and Kenya score the highest 
(4), with Zambia scoring the lowest (1).

Table 26. Orderly market 

Country
Orderly Market 
score (1-5)

Comment

Morocco 4 Established transaction market with government guarantee schemes encouraging affordable purchasers. 
Despite GDP growth house values have been sluggish

Ghana 3 Network of small-scale managers in urban areas. In Accra over a third of properties rented mainly at 
bottom and top end of market

Nigeria 3 Lack of affordable mortgages, title issues and problematic services restrict demand for affordable homes. 
In some places oversupply at top end.

Kenya 4 Orderly market with established rental market for middle income groups but low yields

Rwanda 2 Over 70 percent of Kigali residents rent because loans expensive and difficult to obtain. Rent yields less 
than debt costs

Tanzania 2 Shortage of good standard housing to rent because of yields, only small-scale developments and, other 
than at the high end, only small management firms

Uganda 1 Over 70 percent of people in Kampala live in rented accommodation but sub-standard with yields low and 
no incentive to develop more

Zambia 1 Low rental yields so only sub-standard informal properties available except for high end short stay. Formal 
managers only at high end of market

Source: Habitat. https://unhabitat.org/ ; Centre for Affordable Housing Finance in Africa. http://housingfinanceafrica.org/; World Bank https://
www.worldbank.org/  All accessed 31 October 2019.

https://www.grantthornton.co.uk/services/tax/real-estate-tax/
https://affidata.co.uk/
https://unhabitat.org/
http://housingfinanceafrica.org/
https://www.worldbank.org/
https://www.worldbank.org/
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6.7 Supply of suitable properties for renting
For each major population centre, renters will have a specific profile and will anticipate certain services and assurances relating 
to the rent levels that they are being quoted. These are likely to be for location, services, security and similar. Unless the REIT is 
in a position to commission or develop appropriate properties themselves, then suitable developments need to be available with 
good title and at a cost and standard which will generate the necessary yield. This means an active construction sector servicing 
all relevant income ranges.

Table 27 assesses the supply of suitable properties for renting in each country. 

Table 27. Supply of rental properties

Country
Property 
Supply score 
(1-5)

Comment

Morocco 2 Lack of affordable housing despite government initiatives while oversupply at the higher end

Ghana 3 Competition for properties in central urban areas of Accra, outside the city little supply and little demand

Nigeria 3 Only 30 000 new formal homes being built each year, standards questionable and transport issues reduce 
demand outside main urban areas

Kenya 4 Currently around 35 000 new homes in urban areas per annum with increasing supply and subdued 
demand, most production in the higher income range

Rwanda 2 Kigali needs 30 000 new homes per annum but debt costs mean demand only at higher values. Most 
developers are short of working capital

Tanzania 2 Land can only be leased from government. Debt costs make purchase only viable at high end but rental 
yields restrict supply for affordable

Uganda 2 Largest developer is state company but poverty and high debt costs restrict construction except for higher 
income

Zambia 1 Land can only be leased, debt costs expensive and limited so construction only for cash buyers
Source: Habitat. https://unhabitat.org/ ; Centre for Affordable Housing Finance in Africa. http://housingfinanceafrica.org/ ; World Bank. https://
www.worldbank.org/ All accessed 31 October 2019.

6.8 Property managers and other professionals
In order for a REIT to be successful, services that the REIT requires must exist, with a suitable track record and reputation that 
will satisfy both clients and investors. The corollary to this is that these managers have a suitable stable of tradesmen able to do 
repairs and provide services within agreed timespans and within agreed budgets. 

Table 28 shows how each of the eight countries fare against this criteria. All but two of the countries (Rwanda and Tanzania) meet 
the minimum requirements, with Morocco scoring the highest. 

Table 28. Property management

Country
Property 
Management 
score (1-5)

Comment

Morocco 4 Large number of firms in urban areas offering competition, international firms at higher end of market

Ghana 3 Large number of small firms mainly at higher end, limited numbers outside Accra

Nigeria 3 Smaller firms make up the market with international firms at the higher end of urban markets. Many firms 
are transitory

Kenya 3 Reasonable industry in Nairobi including international firms outside of Nairobi mainly specialising in 
holiday lets

Rwanda 1 Small-scale local firms plus US and European firms for high end properties (expats)

https://unhabitat.org/
http://housingfinanceafrica.org/
https://www.worldbank.org/
https://www.worldbank.org/
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Tanzania 2 Fragmented industry mainly centred in capital with a few offices of international firms

Uganda 3 Fragmented industry mainly concentrated in capital and other main urban areas with a few offices of 
international firms

Zambia 3 Reasonable supply of international firms at high end but fragmented for lower end
Source: Global Property Guide. https://www.globalpropertyguide.com/ (Accessed 31 October 2019).Knight Frank. https://www.knightfrank.
com/ (Accessed 31 October 2019).

6.9 Valuation
Once let, the REIT properties are effectively second-hand and, if disposed of by the REIT, would either be sold vacant or subject to 
existing tenancies. This is crucial for the asset valuation of the REIT, and also the expectation of investors in respect of exit routes. 
There needs to be a proven second-hand market to establish values, and a knowledge database that will provide evidence of such 
valuations for professional valuers who hold appropriate indemnity insurance. There must be sufficient turnover and liquidity 
in the market for investors to perceive that values could be obtained. Often crucial to this is a stable, accessible and affordable 
mortgage market able to underpin purchases of both new homes and second-hand homes. The ability to do this can be corrupted 
if the fees for registration and title transfer are such that they deter second-hand sales.

Table 29 assesses each country against the criteria of independent valuation and shows that Morocco has the strongest 
environment in this respect.

Table 29. Independent valuation

Country
Independent 
Valuation 
score (1-5)

Comment

Morocco 4 Good database of urban transactions for comparison, professional valuations with competition in urban 
areas

Ghana 3 Institute of Surveyor guidelines, concerns as to the quality of data and two markets depending on currency, 
local concerns about undue influence

Nigeria 2 Studies in 2003 and 2011 showed large variation between similar properties ranging 23 percent to 68 
percent of median no indication of any improvement

Kenya 3 Valuers certified under Valuers Registered Panel with banks approved panels. Limited reliable comparative 
data

Rwanda 2 Professional institute set up in 2010 and has 142 members. Some conflict in governance. Limited 
comparative data except at high end

Tanzania 3 Legal framework since 1977 and tightened up in 2016. Conflict between role of government valuers and 70 
registered private firms

Uganda 2 Limited number of certified surveyors, limited comparative data and competition

Zambia 2 Valuers registered the  Valuation Surveyors Registration Board, limited reliable data, valuers and surveyors 
from single firm acting on transactions

Source: Property24. https://www.property24.com/ (Accessed 31 October 2019). Local Institute of Surveyors website. 

6.10 Investors
Investors in the established and mature REITs market range from personal individuals to institutions that need long-term investments 
to support their liabilities, for example pension and insurance companies. If the latter are state run, this will often limit the number 
of institutional investors so the rules about maximum holdings and the need for a number of independent investors are difficult to 
sustain. For individuals and those investing funds on behalf of individuals, returns need to exceed what is seen as the competitive rate  
(T-Bills). Countries without a history of public REITs issues that measure demand may not be able to establish enough underwritten 
funding to launch. Those with secondary currencies may find it difficult to attract external investors, particularly if the currency 
is not freely convertible or historically has been weak against reserve currencies. Many jurisdictions do not allow prospectuses to 
be launched and raise funds if they do not comply with local financial regulations, limiting fundraising to the country of origin. 

Table 30 provides information on the investor environment in each of the eight countries and indicates that Morocco has the 
most supportive environment for investors.

https://www.globalpropertyguide.com/
https://www.knightfrank.com/
https://www.knightfrank.com/
https://www.property24.com/
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Table 30. Investors

Country
Investors 
score (1-5)

Comment

Morocco 4 Net rental yields are around 150 percent of bank deposit rates

Ghana 3 Net rental yield for some properties (high-value city centre) are up to 125 percent of bank deposit rates

Nigeria 3 Net rental yields for some properties (high-value city centre) are up to 150 percent of bank deposit rates

Kenya 2 Net rental yields are marginally lower than typical bank deposit rates

Rwanda 2 Net rental yields are approximately equivalent to bank deposit rates

Tanzania 3 Average net rental yields are around 130 percent of typical bank deposit rates

Uganda 1 Average net rental yields are below typical bank deposit rates

Zambia 2 For most property average rental yields are below bank deposit rates, only for a few specialised property 
investments is this reversed

Sources: For rental yields https://www.globalpropertyguide.com/; https://www.knightfrank.com/; East African Newspaper and East African 
Newspaper (all referenced September 2019). For interest rates: https://tradingeconomics.com/; https://www.financialadvisory.com/; Reuters 
and Bloomberg plus Central Bank statistical site for each country (all referenced September 2019 – some central government sites only update 
quarterly then June 2019 reference).

6.11 Gearing
The ability of gearing to enhance returns depends on debt being available on terms and costs that enhance performance; typically 
that the real cost of finance is less than the running net rental yield. The lack of a second-hand market and reliable valuations can 
make raising debt both expensive and difficult. 

Table 31 shows the appropriate gap when reviewing the real interest rate of secured debt compared to the government benchmark 
rate. The data for the eight African countries is shown alongside comparative figures for the United States, the United Kingdom 
and Europe.

Table 31: Rates

Country
Government reserve rate 
percent

Typical secured  
debt rate percent

Marginal  
real rate percent

Morocco 2.25 4.0 1.75

Ghana 16.0 22.5 6.5

Nigeria 13.5 17.0 3.5

Kenya 9.0 13.0 4.0

Rwanda 5.0 18.0 13.0

Tanzania 7.0 17.0 10.0

Uganda 9.0 18.0 9.0

Zambia 10.25 19.0 8.75

United States 2.00 3.50 1.50

Europe 0.50 2.50 2.00

United Kingdom 0.75 2.90 2.15
Source: Trading Economics. Country-by-Country Indicators, “Interest Rate”, “Consumer Price Index”, https://tradingeconomics.
com/uganda/interest-rate (Accessed 31 October 2019). Numbeo. Property Prices and Mortgage Interest Rates by Country. https://
www.numbeo.com/property-investment/ and https://www.numbeo.com/cost-of-living/prices_by_country.jsp?itemId=106 
(Accessed 31 October 2019).

Table 32 scores each of the eight countries as per the gearing criteria, and indicates that only Morocco meets the minimum 
requirement.

https://www.globalpropertyguide.com/
https://www.knightfrank.com/
https://tradingeconomics.com/
https://www.financialadvisory.com/
https://tradingeconomics.com/uganda/interest-rate
https://tradingeconomics.com/uganda/interest-rate
https://www.numbeo.com/property-investment/
https://www.numbeo.com/property-investment/
https://www.numbeo.com/cost-of-living/prices_by_country.jsp?itemId=106
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Table 32. Gearing

Country
Gearing 
score (1-5)

Comment

Morocco 3 Net rental yields are marginally above the interest rates on secured borrowing

Ghana 1 Net rental yields are significantly below the interest rates on secured borrowing

Nigeria 2 Net rental yields on some high value city centre properties can be around 75 percent of the interest rates 
on secured borrowing

Kenya 1 Average rental yields are around 60 percent of the interest rates on secured borrowing

Rwanda 1 Average rental yields are around 50 percent of the interest rate on secured borrowing

Tanzania 1 Average rental yields are around 50 percent of the interest rate on secured borrowing

Uganda 1 Average rental yields are below 50 percent of the interest rates on secured borrowing

Zambia 1 Average rental yields are around 50 percent of the interest rates on secured borrowing
Sources: For rental yields https://www.globalpropertyguide.com/; https://www.knightfrank.com/; East African Newspaper and East African 
Newspaper (all referenced September 2019). For interest rates: https://tradingeconomics.com/; https://www.financialadvisory.com/; Reuters 
and Bloomberg plus Central Bank statistical site for each country (all referenced September 2019 – some central government sites only update 
quarterly then June 2019 reference).

6.12 Combined analysis
The question must be posed as to how each of the study countries can match up to both the requirements for an enabling fiscal 
and economic environment, as well as with respect to the operational constraints. Table 33 below shows both the country scores 
for the fiscal and economic environment (Table 21) and the average score for each country from the 10 operational constraints 
considered above (Tables 22-32). 

The concentration on assessment has been on how the operational constraints and fiscal and economic environment would 
enable the launch and success of an affordable housing REIT. The overall scores and ranking are shown in Table 33. Overall, 
Morocco ranks the highest, followed by Kenya, Rwanda and Tanzania. Uganda and Zambia rank the lowest.

Table 33: Country rankings

Average operational score (of 10 operational 
constraints)

Fiscal and economic environment 
score

Combined 
ranking

Morocco 3.0 3.9 1

Ghana 2.5 2.1 6

Nigeria 2.4 2.4 5

Kenya 2.8 3.1 2

Rwanda 2.1 3.2 3

Tanzania 2.4 2.8 4

Uganda 2.0 2.5 7

Zambia 1.7 2.6 8

When reviewing the scores, it’s important to note that a significant constraint under a single heading could undermine any 
generally beneficial environment. 

https://www.globalpropertyguide.com/
https://www.knightfrank.com/
https://tradingeconomics.com/
https://www.financialadvisory.com/
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For Morocco the tax levy on purchases and transfers would 
need to be reduced to bring costs and value more into line 
with the wider brief that otherwise encourages state-backed 
pension funds and other savings institutions to invest in 
residential REITs. Investment is currently held back by poor 
perception of future property values. 

For all other countries than Morocco the combination of returns 
from net rent on affordable homes being less than a bank’s 
typical deposit rate and the cost of debt being significantly 
higher than net rental yields provides both competition for 
investment and eliminates any benefit of gearing. The need 
here is outside of the REITs and reflects the price of government 
debt and wider fiscal and economic strategies. If these issues 
were resolved, then commercial impetus would resolve other 
issues with the authorities acting as enablers. 

Subject to the above, Morocco and Kenya are the two countries 
where REITs-based initiatives or other commercially-based 
debt or investment opportunities to increase the supply of 
affordable housing somewhat function. In addition, there are 
possibilities of progress in Rwanda and Tanzania, through the 
development of capital markets. Ghana and Nigeria will need 
to see debt costs significantly reduced before these market-
driven models can work. Uganda and Zambia need further 
development, both in terms of the housing portion of the real 
estate industry and the capital markets.

7. REITS AND THEIR POTENTIAL 
ROLE IN AFFORDABLE HOUSING 
PROVISION AND AN ALTERNATIVE 
APPROACH
The original driver for REITs was the ability to enable a wider 
spread of investors to participate in real estate income and 
values within a fiscal regime, that would only tax their income 
at their levels of personal tax, or for non-tax paying investors 
such as pension funds to have a route to invest in collective 
funds. The aim was also to protect both investors and tax 
revenues through rules that provided an element of risk 
reduction and liquidity. By adopting this form of tax regime, 
pension funds and similar would not be disadvantaged but 
would also be able to see some liquidity from their asset. The 
structure also meant that no one shareholder’s requirement or 
preferences would dominate the others. In mature economies 
this formula has shown benefits in the long-term holding of 
commercial and industrial assets when there is limited concern 
about political interference or the need to take social issues 
into account. 

However, whether REITs are an appropriate structure for 
delivery of affordable rental housing in other country contexts, 
including Africa, is open to discussion for several reasons:

79  See Appendix 2 for inflation rates for the study countries.

• There is direct competition from the buy-to-let market 
which allows for personal enterprise and operational 
control. To access mortgages, which even in less mature 
economies can represent 70 percent of the value, the 
equity requirement for entering directly into the market 
may be only a few thousand US dollars.

• In many less sophisticated economies, the relationship 
between landlord and tenant, the services provided, 
and the upkeep of the property can be informal with 
the landlord sometimes personally providing many of 
the services and the repairs. With typically 30 percent 
of rental going on operating costs in residential REITs, 
significant potential savings can be made through direct 
personal investment.

• Many of the investment houses mentioned that 
restrictions on gearing, requirements about distribution 
and management, and other regulations that make 
REITs more expensive to run and less able to take risks 
were reasons for not being able to convince investors to 
participate. In particular, the costs were mainly fixed and 
it was difficult to achieve scale at the outset. Liquidity 
enhancement for REITs in many economies without a 
strong second-hand market or an active investment 
profile on a recognised market can be illusory.

• Other than in the US, provision of such volume housing 
has tended to be by insurance, fund managers or not-
for-profits which want direct control of the residential 
portfolio without the REITs restrictions, e.g. non-profit 
making organisations using debt from the capital 
markets or private construction organisations working in 
partnership with individual investment houses in the UK 
and Germany respectively. 

• In those few economies where residential REITs have had 
some impact, yields are significantly above the yield of 
government 10-year debt. The yield on this debt is nearly 
always around or below the level of price of inflation. 
When debt costs are higher than inflation and higher 
than net rent yield, there is not a convincing argument 
for investors.79 

• With the requirement of a REIT to distribute most of 
its net revenues, growth has to be through more equity 
or debt, which requires mature and stable investment 
markets.

It could be argued that REITs must take a short-term view 
as the underlying share price will react to short-term events.  
An example is the recent 12 months in South Africa when 
some residential REITs’ share price halved. An investment 
organisation that is principally debt financed can fix interest 
costs and take a longer-term view, so that if rental income 
initially only just covers costs, it may be able to rely on future 
increases in value and rental income for financial returns. .
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Some of the non-REIT vehicles described already have existing tax breaks, sometimes through their non-profit making or 
charitable status or via local incentives which exempt them from company tax.  Often, they are making direct investment deals 
with pension funds and similar which also are exempt from corporate taxes. Similarly, in many mature economies, interest on 
debt is paid gross of any tax, with the investor being responsible for their own tax liabilities, a situation not dissimilar to the 
position with REITs.

Table 34 compares the theoretical financial position reflecting the structures of two organisations with an asset base of 10 000 
affordable rental housing units, one as an NGO and one as a REIT—with tax exemption at corporate level for both.

Table 34: Comparative structures 

NGO US$ million REIT US$ Comments
Rent revenues 50.0 50.0

Operating costs (15.0) (15.0)

Governance costs (2.0) (4.0) (including stock exchange costs)

Net revenues 33.0 31.0

Debt costs (21.0) (9.0) Assumes 30 percent of portfolio for REIT is debt funded 
at three percent per annum. For NGOs it is 70 percent 
with 30 percent from retained equity.

Distribution costs - (21.00) (three percent yield) Assumes 70 percent of portfolio, 
i.e. US$700m funded by equity (REIT).

Retained surplus 12.0 1.00
Note: Example based on portfolio of 10 000 affordable homes costing US$100 000 each with an average gross rental of US$5 000 per annum and 
based on typical management, debt and operating costs. An NGO providing affordable housing would normally be tax exempt.

Table 35 is an extract from the monthly pricing of a UK affordable housing NGO’s bond issuance. These are quoted bonds and it 
is noticeable that the yields, although around 130 basis points to 200 basis points above UK government 10-year bond yields, are 
significantly below the distribution yield of nearly all residential REITs mentioned previously. The situation would be similar today 
for many mature economies.
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Table 35: Housing Association public issue — a sample list ranked by maturity date 

Housing association public issues, ranked by maturity date

Securities above £100m (final brackets 
indicate reference gilt)

Rating: 
Moody’s 
/S&P / 
Fitch

Nominal 
Amount

£ million

Margin at last 
issue (basis points)

Yield at 29/07/19

 percent

THFC 8.62 percent, 2023(e) None £189 100 1.91

Places for People 5.09 percent,2024(g) Baa1/A-/A £348 285 1.76

Guinness 9.12 percent, 2025(g) A2/A/- £110 80 1.79

London & Quadrant 2.625 percent, 2026(f) A3/A-/A+ £300 107 1.77

Places for People 2.88 percent, 2026(v) Baa1/A-/A £400 225 2.46

PRS Finance 1.75 percent, 2026(v) Aa2/-/- £265 46 1.07

London & Quadrant 2.63 percent, 2028(h) A3/A-/A+ £250 99 2.01

A2Dominion 3.5 percent, 2028(h) -/-/A+ £250 230 2.60

London & Quadrant 2.25 percent, 2029(h) A3/A-/A+ £250 100 2.09

Clarion Funding 2.63 percent, 2029(h) A3/A/- £250 148 1.87

Notting Hill Genesis 2.88 percent, 2029(h) -/A-/A £250 173 2.20

Sanctuary 8.37 percent, 2031(h) A2/A+/- £110 90 1.83

Places for People 5.88 percent, 2031(i) Baa1/A-/A £175 170 2.87

Notting Hill 3.75 percent, 2032(j) -/A-/A £250 108 2.54

London & Quadrant 4.62 percent, 2033(j) A3/A-/A+ £250 157 2.43

Quadrant HF 7.90 percent, 2018/33(h) Aa1/-/- £130 86 2.12

Harbour Funding 5.28 percent, 2034(j) Aa3/AA-/- £276 58 2.25

Source: Social Housing Magazine (2019) August 2019 issue (Print) ‘Businesswatch Market Digest’. Pg. 32.

UK capital markets issues are currently worth around 
£55 billion (US$67 billion) and rates reflect the credit strength 
and size of the issuers. To achieve equivalent funding rates in 
less developed economies would require government or pan-
national finance institution interventions to both set up the 
NGOs and to provide them with, at least, debt guarantees or 
income underwriting.

Many of these not-for-profits originated from community 
savings and loans schemes (building societies), church groups 
or community organisations, albeit starting in the 19th century 
or early 20th century. These roots are similar to the role of 

Saving and Credit Co-operative Organisations (SACCOs) in 
many of the countries being reviewed. 

The next section describes current initiatives which could serve 
as a foundation  for developing an affordable housing REIT in 
the eight countries included in this report, which might also 
be the basis for a debt-based intervention. The analysis draws 
upon the examples of the Nigerian government intervention in 
setting up Family Homes Fund Limited, the infrastructure fund 
launched by Chapel Hill Denham, and the approach adopted 
by the Tanzanian government and the state pension fund in 
setting up the Watumishi Housing Company.  
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8. LOOKING FORWARD
It is difficult to argue with the conclusions of the 2017 report 
that, without changes to the macroeconomic environment to 
close the yield gap and significant state intervention in a new 
financial model, it would be difficult to introduce and expand 
affordable housing residential REITs in the countries under 
review. Only South Africa in the sub-continent and potentially 
Kenya and Morocco in the foreseeable future could develop 
sufficiently sophisticated residential and capital markets to 
satisfy the basic criteria and attract investment. There will 
always be investment opportunities in student housing and 
housing for potentially younger professionals in city centres, 
otherwise the market is likely to be concentrated at the higher-
value end. 

This situation is similar to the low-cost home ownership 
projects where high mortgage costs and uncertain second-
hand markets impact on both viability and attractiveness to 
investors. 

The initiative of the Tanzanian government supporting the 
state pension company in forming the Watumishi Housing 
Company, and building a performing portfolio principally 
on a rent-to- own model, could be the financial model that 
would make affordable residential REITs viable. The existing 
investments would provide a track record and the initial 
funding could remain as equity so that the risk rating of raising 
new capital and listing on the Dar es Salaam Exchange would 
be reduced. For some time, it might still require government 
support, a pension fund “wrap” to provide liquidity to investors, 
and ultimate success might depend on reducing debt costs, 
but the model could satisfy many of the investment concerns. 
It should be proposed that other countries within the review 
develop similar models, perhaps with different tenures 
that suited the local markets to support affordable housing 
programmes. 

An alternative proposition is likely to be affordable housing 
supported by debt from the capital market that can streamline 
both the operational and funding costs. The initiators of these 
are likely to be pension funds or similar with government 
support, and potentially with structures that provide equivalent 
tax breaks or returns to the investors. The alternative to 
these “commercial” propositions is the creation and financial 
management of not-for-profit providers which can reinvest 
their surpluses. These could perhaps be built on existing 
community banks or savings and loan schemes following more 
closely the European rather than the US model.

The ability to raise suitable debt for infrastructure including 
real estate is beginning to be realised in Africa. Examples are 
the infrastructure debt fund launched in Nigeria by Chapel Hill 
Denham and the launch of the Green Bond by Acorn in Kenya. 
These may start to open up a wider range of opportunities 
in local capital markets. It would be in the interests of 
governments and pension funds in each of the study countries 
to encourage, perhaps by being a key initial investor, the 
proliferation of such funds. 

Table 36 is an example of the affordable product of FHFL 
in Nigeria, a company set up jointly between the Nigerian 
government and the Sovereign Investment Authority of Nigeria 
with the aim of developing 500 000 affordable new homes 
over a five-year period throughout the country. These homes 
are designed to provide home ownership for households with 
incomes of typically US$5 000 a year or less. They are financed 
on a two-part debt arrangement, which reduces the early years’ 
loan costs, and a lower deposit, which aims to keep the cost to an 
individual household at around a steady 35 percent of household 
income through to the 20-year maturity of the debt. Figure 3 
is a diagrammatical representation of the funding streams. 
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Table 36: Example of Family Home Fund Limited

Market sale or rental cost to household of a home costing US$20 000 with current secured mortgage interest rates of 17 percent 
per annum for a 20-year annuity loan after a purchase deposit of 20 percent of cost.  Rental yield needing a better yield than the 
government issued 10-year Treasury Stock yielding 13 percent per annum.

Market Purchase:

• Deposit US$4,000 Mortgage US$16000 Interest Only Loan US$2 720 p.a.

• Minimum cost of housing 55 percent of US$5 000 annual household income

Market Rental:

• Purchase price $20,000 at yield of 14 percent (Treasury plus 1 percent) and 2 percent operational costs (management and 
maintenance)

• Annual Cost $3,200 per annum so minimum cost of housing 64 percent of $5,000 household income

FHFL – Help to Own

• Deposit US$2 000 (10 percent), mortgage loan US$10 000 at annual cost of 17 percent per annum, 20-year deferred loan 
US$8 000 with interest and repayment holiday for first five years.

• Annual cost US$1 700 per annum (years one-five) so minimum cost of housing (first year) 34 percent of household income.

Note: The repayments on the deferred loan are index linked, commencing at year five with inflation assumption of around six 
percent per annum and the lifetime average annual percentage of household income is stable at around 35 percent.

Source: FHFL publicity material, August 2019; FHFL Ready Reckoner tool to assess HTO eligibility, July 2019.

Figure 3: Help to Own (HTO)

The low-start funding described above is unlikely to be possible in any of the study countries if set up as a REIT. The debt is 
effectively deferred interest and index-linked and few, if any, capital markets have any history of index-linked stocks or 
comparative investments. To establish the use and attractiveness of such instruments would require government cooperation 
with the potential long term investors such as the pensions industry, increased  confidence in government economic management, 
and currency stability. The initial steps are likely to include some government underwriting and state influence to encourage 
commitments from local pension funds.
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The diagram in Figure 4 shows how low start capital markets debt or equivalent financial instruments could be utilised to finance 
an affordable rental housing company. This might require some initial public or pension fund equity. 

Figure 4: Rental company finance through capital markets

Capital Markets

Government or NGO 
Guarantee Index Linked Bond

Rental Finance 
Company

Finance 
Property 

Development 
or Purchase

Rental Company

Rents less operational 
and governance costs

Increase by price inflation 
each year

NB: All transactions in local currency

Source: Altair internal development documents.

9. CONCLUSIONS
There has been little progress in the introduction or 
development of residential REITs in the eight countries 
included in this study, albeit investor sophistication and 
capital markets may have progressed. Some of this is due to 
uncertainty about the future direction of property markets and 
a difficult world trading environment, as well as the continuing 
appetite for government debt that increases the real rate of 
interest.

A more universal review of the market penetration of REITs, 
and in particular residential investment, shows any measurable 
and continuing impact is limited to a few developed 
economies where the yield on government treasury stock is 
lower or around price inflation rates and net rental yields are 
significantly higher than alternative investments where assets 
are directly secured to an individual investor (as opposed to 
the more indirect security offered by REITs).

A review of the economic, political, regulatory and governance 
environment required for the success of REITs in the study 
countries only identifies Morocco as a jurisdiction that 
encourages optimism, without this country showing any 
noticeable advance with affordable housing REITs. For nearly 
all the economies, it is critical that average wages improve in 
order to increase rental yields and that the cost of sovereign 
debt issues is reduced to within the interest envelope required.

An alternative potential way forward is an emphasis on 
developing the local capital markets to provide possible long-

term debt for not-for-profits that is as cheap as possible, in 
order for them to borrow to provide affordable housing and 
later to reinvest surpluses in additional affordable housing. 
The basic framework for these organisations exists, but it 
would take significant involvement from government and 
finance development institutions to support a significant 
breakthrough in provision. 

The recommendations are to:

• Build on the Tanzanian example to further develop models 
of affordable housing REITs, with the aim to widen the 
reach in the future to either listing or introducing tailored 
debt. This should be timed to fit in with improvements in 
the economic and fiscal environment, but realising this 
could take a number of years.

• Work with interested parties including governments, 
capital markets authorities, pan-national donors, 
financial institutions and NGOs to develop pilot schemes 
based on the rental model financed directly through the 
capital markets, plus local versions of HTO to encourage 
affordable rental and purchases. 

• For government and pension funds to build on the 
example of NIDF and Acorn to encourage wider access to 
the capital markets.

These initiatives have the potential to create increased 
effective demand to encourage higher volume housebuilding, 
which would benefit the economy and encourage the 
subsidiary service industries which are required.
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APPENDIX 1. REITS AND EQUIVALENTS LISTED ON AFRICAN EXCHANGES INCLUDING MARKET CAPITALISATION 
(STUDY COUNTRIES) – AS AT 7 OCTOBER 2019

Country Status Date
Market 
Capitalization (USD 
million)

Share Price
YTD 
Returns

Type
Dividend 
Yield

 Stanlib Fahari I-REIT (FAHR.ke) Kenya Listed 2019/10/07 17.18  9.50 Shillings -28.58 Commercial 9.21%

 Real Estate Investments Zambia PLC (REIZ.zm) Zambia Listed 2019/10/07 28.13 5.99 Kwacha -3.17 Mixed 2.24%

 UACN Property Development Plc (UACPR.ng) Nigeria Listed 2019/10/07 13.12 1.82 NGN -30.84 Mixed *1

 Home Afrika Limited (HAFR.ke) Kenya Listed 2019/10/07 2.43 0.60 Shillings -30 Housing Nil

 Union Homes Real Estate Investment Trust (UHOMRE.ng) Nigeria Listed 2019/10/07 0.00 45.20 NGN -9.96 Housing 3.9%

 UPDC Real Estate Investment Trust (UPDC.ng) Nigeria Listed 2019/10/04 44.04  5.95 NGN -25.76 Mixed *2

 Skye Shelter Fund PLC (SKYESH.ng) Nigeria Listed 2019/10/07 1.00 85.50 NGN -10 Housing 6.9%

 Alliance Develppement Immobiliere SA (ADI) Morocco Listed 2019/10/08 121.52 61.00 MAD -2.84 Mixed 4.54%

 Douja Promotion Groupe addoha SA Morocco Listed 2019/10/08 315.17 9.50 MAD -33.57 Mixed 3.9%

 BALIMA Societe Immobiliere Morocco Listed 2019/10/08 18.28 100 MAD Mixed 4.6%

 Residences Dar Saada SA Morocco Listed 2019/10/08 191.57 68.99 MAD -34.3 Mixed 4.23%

 Immorente Invest SA Morocco Listed 2019/10/08 51.60 101.6 MAD 11.66 Mixed 0.69%

 Watumishi Housing Company Real Estate Investment Trust 
(WHC-REIT) 

Tanzania Non Listed 2018/12/31 29.57 TZS 250.00 n/a Housing

 Republic REIT Ghana Non Listed 
(part of 
R e p u b l i c 
Bank)

 *1Currently being restructured following Rights Issue 

 *2Following a reported loss of N1.2 billion in the first 6 months of 2019 it is difficult to make estimates of likely dividends 

 Total Market Captialisation (excluding non-listed) $878.54m 
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APPENDIX 2. INFLATION RATES (AVERAGE CONSUMER PRICES, ANNUAL PERCENT CHANGE) 2013-2018 (ACTUAL), 
2019-2024 (PROJECTIONS)

      Projections

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Ghana 11.7 15.5 17.2 17.5 12.4 9.8 9.1 8.4 7.5 6.8 6.3 6.0

Kenya 5.7 6.9 6.6 6.3 8 4.7 4.4 5.0 5.0 5.0 5.0 5.0

Morocco 1.9 0.4 1.5 1.6 0.8 1.9 1.4 2.0 2.0 2.0 2.0 2.0

Nigeria 8.5 8 9 15.7 16.5 12.1 11.7 11.7 11.3 11.4 11.1 11.0

Rwanda 4.2 1.8 2.5 5.7 4.8 1.4 3.5 5.0 5.0 5.0 5.0 5.0

Tanzania 7.9 6.1 5.6 5.2 5.3 3.5 3.5 4.5 5.0 4.9 4.9 4.9

Uganda 4.9 3.1 5.4 5.5 5.6 2.6 3.6 4.4 4.9 5.0 5.0 5.0

Zambia 7 7.8 10.1 17.9 6.6 7 10.7 12,0 10.3 10.0 10.0 10.0

Emerging market and developing economies 5.5 4.7 4.7 4.2 4.3 4.8 4.9 4.7 4.5 4.4 4.3 4.2

Source: International Monetary Fund.

APPENDIX 3. GDP PER CAPITA, CURRENT PRICES (PURCHASING POWER PARITY; INTERNATIONAL DOLLARS PER 
CAPITA)

 2018 2019 2020 2021 2022 2023 2024 Average
Ghana 6 452 6 998 7 412 7 774 8 082 8 448 8 727 7 699

Kenya 3 691 3 869 4 072 4 297 4 540 4 784 5 041 4 328

Morocco 8 933 9 284 9 740 10 252 10 804 11 403 12 052 10 352

Nigeria 6 027 6 098 6 213 6 323 6 453 6 574 6 700 6 341

Rwanda 2 280 2 444 2 636 2 845 3 066 3 290 3 531 2 870

Tanzania 3 444 3 573 3 727 3 891 4 084 4 286 4 499 3 929

Uganda 2 498 2 622 2 760 2 903 3 050 3 214 3 400 2 921

Zambia 4 104 4 177 4 256 4 336 4 412 4 486 4 558 4 333

Africa (Region) 5 483 5 640 5 834 6 036 6 257 6 486 6 720 6 065

Emerging market and developing economies 12 521 13 126 13 875 14 669 15 504 16 399 17 346 14 777

Source: International Monetary Fund.
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