Chapter One

Introduction
1.1 Background to the Study
Real estate consists of land and its permanent structures. It is a vital component of Nigeria’s
economy. It includes residential, commercial, and industrial properties, playing a critical role
in providing shelter, creating investment opportunities and generating wealt 1Q%geria,
real estate contributes significantly to Gross Domestic Product and i§_instrumental in
urbanization and employment generation. Abeokuta, the capital of %ﬂ tate, exemplifies
the potential of real estate as it continues to attract investme@ 0 its proximity to Lagos,
growing population and strategic location®. Real estate pment refers to the process of
acquiring land, planning, financing and consh%@roperties for various uses. This

multifaceted process plays a vital role in sha 1% ban landscapes and addressing societal

needs such as housing and infrastructurse{' \
.
N

Real estate development pla)%&(—)crmcal role in economic growth, infrastructure
modernization, and urba 1z®h It encompasses the creation of residential, commercial and
industrial propertles ivihg job creation and wealth generation. Internationally, sustainable
development a@art cities have become focal points, integrating technology to enhance
urban hv% nditions. Countries like China and the United States lead in real estate
deve&n‘t leveraging innovative financing models and Public-Private Partnerships (PPPs).
For example, urban redevelopment in China has been supported by integrated credit risk

assessment frameworks, fostering confidence among financial institution®.



Real estate development is a cornerstone of economic growth, particularly in urban regions
where rapid population growth has intensified the demand for housing and commercial

spaces®.

Real estate development in Abeokuta has been shaped by increasing urbanisation, the
construction of government-backed housing estates and private investments in ﬁked—use
projects. Real estate development plays a crucial role in urbanization, eco Qﬁwth and
social transformation, contributing to infrastructure, employment and orlgﬁc stability. In
Abeokuta, the capital of Ogun State, exemplifies the interplay be government-driven
infrastructure and private real estate investments. The deve@ent of the 42 km Sagamu-
Abeokuta Interchange and the Kobape Housing Estate highlights the role of infrastructure in
boosting real estate activities. Real estate develo@(a has emerged as a pivotal driver of
urban growth and modernization, impa(@)oth residential and commercial sectors®.
However, challenges such as inadeqﬂ& astructure and rising construction costs hinder
N

growth in the region’. %

The foundations of mO@Q}mmercial banking date back to the early European banking
systems, which @ted in the practices of merchants and traders in the middle Ages. The
earliest kno@ anks were established in Venice and Genoa during the 12th and 13th
centuri merchants needed facilities to safeguard wealth and facilitate trade across
regi(]}./ The 17th and 18th centuries saw a significant expansion of commercial banking
activities, particularly in England, where the establishment of the Bank of England in 1694
set the stage for modern banking practices. This era marked the beginning of central banking,

which was integral to the development of commercial banks. The Bank of England's role in



lending to the government and managing the nation’s currency influenced the establishment
of commercial banks across Europe and eventually spread to other parts of the world’.
Commercial banks are crucial in providing the necessary capital for real estate projects. Their
involvement is vital because real estate development often requires substantial financial
resources that exceed the capacity of individual investors or developers®. The activities of
commercial banks significantly influence the real estate sector, particularl Qﬁzrging
economies where access to credit and financial stability are critical drftver$<of property
development. In Nigeria, commercial banks play a major role in ﬁna@g eal estate projects
by providing mortgage loans, construction financing and inv%l%apital, all of which are

pivotal for urban development and economic growth’. Q

However, the willingness of these banks to ﬁn%@eal estate projects is influenced by
various factors, including economic condit@ulatory frameworks, risk assessments and
the overall stability of the real estate r@ Similar to a catalyst, real estate not only acts as
an engine that drives all other GCQ@ sectors but also boosts an area's development rating.
It has been found to cont@signiﬁcantly to the Gross Domestic Product (GDP) of a
country. In Abeokuta @s are cautious about financing real estate due to concerns over
market Volatili@u

and regism. Despite these challenges, the city’s growing demand for housing and

g-term nature of projects, and challenges related to property rights

com?bgrgﬂ spaces presents opportunities for financial institutions willing to invest in viable

projects’.



1.2 Statement of the Problem

Despite the growth potential in Ogun State’s real estate sector, obtaining financing from
commercial banks remains a significant hurdle for developers. Commercial banks often
perceive real estate projects as high-risk investments due to the long-term nature of these
projects, market volatility and the potential for economic downturns'!. This perceptibn leads
to stringent lending criteria, higher interest rates, and in some cases, 0 efusal to
N
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The reluctance of commercial banks to finance real estate @ ment in Ogun State has

finance real estate projects’.

resulted in a financing gap, limiting the ability of develop@ tundertake large-scale projects.
This gap not only affects the growth of the re q@sector but also hinders economic
development in the region'2. Therefore, unders g the willingness of commercial banks
and the factors that influence commerciz%}ks' willingness to finance real estate projects is

essential for developing strategies ‘@ge his financing gap.
1.3 Aim and ObjectivesS@\Study

The aim of the h@ to investigate the willingness of commercial banks in financing real
estate devel@ent in Ogun State, Nigeria with a view to providing information that would

enha% mercial bank development financing decision making.
The objectives were to:

1. examine the profiles of selected commercial banks and development

organizations in Ogun state, Nigeria;



il. identify various real estate developments financed by commercial banks in the
study area;
iil. assess the criteria required for financing real estate development by commercial

banks in the study area;

iv. examine factors influencing the willingness of commercial banks in ﬁnTg real
estate development in the study area. Q
1.4 Research Questions /\ -~

This study addressed the following research questions: Os

1. What are the profiles of selected co Qial banks and development

organizations in the study area? bfb

2. What are the various real estat :opments financed by commercial banks in

the study area? %

3. What are the crlteérequlred for financing real estate development by

commercial 1 @dy area?

4. What are e factors influencing the willingness of commercial banks in real

esta@elopment financing in the study area?

1.5 @bnce of the Study

Many studies have been carried out on the impact of real estate financing on financial
performance of commercial banks, factors influencing residential real estate finance in
Nigeria. Some of these studies concluded those high interest rates, high capital outlay for real

estate projects, are the major factors influencing real estate finance. Therefore, there is need



to carryout study to assess the commercial banks willingness in real estate development
finance in Ogun state. It will serve as a guide to real estate developers and financial

institution in the study area.

This study is significant for several reasons. Firstly, it contributed to the existing body of
knowledge on real estate financing in Nigeria, with a focus on Ogun State. By idem&ng the
factors influencing commercial banks' willingness to finance real estate p ths study
provides insights that can be used by policymakers, financial instit 'Olgﬁld real estate
developers to address the challenges of real estate financing'!. Q, the findings of this

study will help to develop strategies that can encourage grearticipation of commercial
t

banks in real estate financing, thereby promoting the g@ f the real estate sector in Ogun
State!®. At the end of this research, it enhanc@re collaborative real estate projects

between the real estate developers and com \@fgbanks

S

&

The scope of the study @phical terms is Abeokuta being the capital of Ogun state and

1.6 Scope of the Study

centre business distric§ ere rapid development takes place as a result of Lagos-Abeokuta
. \’

inter-linkage. 'l@udy focused on commercial banks and real estate developers domiciled

in Abeo gun State, Nigeria. The study covered commercial banks operating in

Abew Eeing the capital of the state and also considering their involvement in financing

various types of real estate projects, including residential, commercial and industrial

developments. The respondent includes the staff of commercial banks, developers belonging

to Real Estate Developers Association of Nigeria (REDAN), Estate Surveyors and Valuer in

the study area.



1.7 The Study Area

Abeokuta is used as the study area, because it is the capital of the Ogun state and seat of
power where decision are being made. The office branches of the respondent which is
located at Abeokuta. There is rapid industrialization growth in the study area as a result of
Lagos-Abeokuta inter-linkage which has brought expansion of developments in s&estate.
Therefore, this makes Abeokuta more suitable than the other cities in Ogun he study
N
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About 1830, Sodeke, a hunter and leader of Egba refugees 6 escaped the collapsing
¢

arca.

Oyo Empire, established Abeokuta. Missionaries also est@ in the town.
Abeokuta is capital city of Ogun state in southwe te'&on part of Nigeria. Its coordinates
are 7 09’ 39”” North as latitudes, and longi ude%§’ 54’ East of the equator. It is located
around a collection of rocky outcroppigl\' % rise above the nearby forested savanna on the

east side of the Ogun River. Abeok{G;§ the largest and populous city in Ogun State with the

population of over SO0,000I@ It is a growing primate urban centre and is developing
rapidly. QQ

[ ]
In terms of socQ.e}\nomics activities Abeokuta is fast growing as a result of the presence of
local resow@md rapid population growth. There are numerous modern economic activities

in th y which includes banks, insurance houses, olumo rocks, modern and traditional

market!3.

Modern Abeokuta is an agricultural trade centre which includes agricultural products such as

rice, yams, cassava and maize with exporting points for cocoa, kolanut and palm produce.



Additionally, it houses the federal Ogun-Osun River Basin Development Authority's

headquarters, which oversees projects to use land and water resources for rural development.

Abeokuta has over 200 nursery and primary schools, over 100 secondary schools, 1 technical
college, 1federal College of Education, 1 polytechnics private and public universities. It also
has two federal government Health Institutions, eight state government hospitalsw&eokuta

has attracted both public and private investors in outdoor recreational facilitif
1.8 Limitations of the Study 6\

Despite the relevance and depth of this study, several limitat@were encountered during its
execution. Some commercial banks were reluctant to & tailed financial data or internal
strategies related to real estate financing, citing @entiality concerns. This limited the

ability to conduct a more thorough quantim@ssessment of their financial commitment to

real estate development. ¢ 5\%

The study was limited to cd‘r@%al banks and organizations operating within Ogun State.
Therefore, the ﬁndings@%t fully represent the experiences or policies of banks operating
at a national le é@ other states with different market dynamics. The duration of the
research an 'gﬁi funding restricted the scope of data collection and analysis. A broader

sample @cross more institutions and local government areas might have produced more

generalizable results.



1.9 Operational Definition of Terms

Commercial Bank: is a financial institution that offers real estate loans, financial
grants for the development of real estate.

Real Estate: refer to the land and any other permanent additions, such as homes, or
improvements, whether man-made or natural, that are connected to the land%:an be

used for commercial, industrial and residential purposes. : 0

Real Estate Development: refers to the process of acquiting Tand, planning,
financing and constructing properties for various uses. Q

Real Estate Finance: involves the provision of ca to support the acquisition,
development, or improvement of properties. & means any financings in the
nature of indebtedness secured by the inter@real property.

Willingness: involves the readin@ allocate resources towards projects in a

manner aligned with organizati oals, risk tolerance and regulatory framework.

N
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Literature Review
This chapter provides a comprehensive review of the literature related to commercial banks'
involvement in real estate development financing. It explores the conceptual and theoretical
review that underpins real estate financing, examines the factors influencing banks'
willingness to finance real estate projects and identifies the challenges faced by banks in this
&anks‘

context. The chapter concludes with an assessment of strategies to i@e

participation in real estate financing. <
2.1 Conceptual Review %Q

The conceptual review for the study will look into conce commerc1al banks, real estate,
real estate development, real estate developer @state finance, commercial banks

financing policies, concept of commercial bg E nancing real estate development.

2.1.1 Commercial Banks '@

Any society's broad public® j g('ed by commercial banks, which are crucial financial
intermediaries. Comm 1a?anks typically own more assets than any other type of financial
institution, an ain situations, they even possess more than the central bank.
Commercialsbanks support growth and development in addition to their many other roles.
Ban%@n various areas or sectors of the economy?. From the perspective of the building
and construction industry, they support investment, job generation, and consequently the
infrastructure and economic growth?.

For many developers, commercial banks are a major source of funding for real estate

developments. The three primary functions of banks, which are money-creating financial

12



institutions, are deposit acceptance, lending and giving, and payment and mechanism

operator settling. The banks get their funding mostly from two?.

2.1.1a Reserve and Capital

The capital bank is responsible for the capital stock and debenture, while the reserve is

responsible for surpluses and undistributed profit. Debentures are securities ,or debt

instruments that banks issue to raise money over an extended period of time. er tures

are expressly subordinated debts; they do not represent ownership. Onl te§ depositors
’%m( liquidation. As

have been reimbursed in full will the debenture be paid in the event @

a result, it offers other creditors protection just like any other @t account.

2.1.1b Deposits Q

The sum that the bank owes its clients is cate%%i as bank deposits. When someone
deposits money into the bank, the monees the bank's property and can be used
anyway the bank sees fit, it can be L\Sﬁlending purposes or to pay for current expenses
or idle funds. Banks are keen @{% in new deposits due to the requirement for more
reserves and an increase @ding power. No commercial bank can function properly

without sufficient sav

N
There are Vari({;/é of deposit accounts provided by commercial banks, which include:
deposits 0@ Saving, account deposits, current account deposits’.

In c&&fcial bank operations, the edifice of these deposits plays an important role. The
more time deposits, for instance, the better the bank is placed to undertake term loans. Banks
like to lend on a correspondingly short-term basis because bank deposits are typically and

theoretically repayable on demand or with little notice. In a similar vein, commercial banks

13



lend primarily for short-term reasons due to their requirement to maintain a high liquidity
ratio.

2.1.2 Types of Finance Provided by Commercial Banks

Commercial banks provide different types of financing for real estate development based on

the duration of loans, which can be categorized as short-term, medium-term and <l-&g—term.

Each type is tailored to meet specific project phases, ensuring that develope access to

Short-term loans typically have a repayment period les; than one year and are used to

adequate funding at different stages of real estate development.

2.1.2a Short-Term Financing

address immediate financial needs during the earl)@s of a real estate project.

Construction Loans: Construction loa \ate a common form of short-term financing
[ ]

provided to cover costs such as la®ui31tion, site preparation, and initial building works.

These loans are disbursed it ,@g,es tied to project milestones, ensuring funds are used for

intended purposes®. In 3@%&1, commercial banks often require detailed project plans and

feasibility studié{@ approving construction loans. Developers face challenges with high
d

interest rate% stringent collateral requirements, which can delay project initiation®.

O

BridNoans: Bridge loans are short-term financing options used to maintain cash flow
during project transitions, such as completing ongoing construction while waiting for long-
term financing or revenue from sales. Bridge loans are critical in mitigating delays caused by
financial constraints®. However, they often come with higher interest rates due to their short

duration and risk profile.

14



2.1.2b Medium-Term Financing

Medium-term loans typically have a repayment period of 1 to 5 years and are designed to

fund specific phases of a real estate project or support smaller-scale developments.

Term Loans: Term loans are medium-term financing options provided for, project
development or property acquisition. These loans usually have fixed repay %:dules
and interest rates. Term loans are commonly used for funding commercial éles such as
office spaces or small shopping centers’. In Ogun State, including @k ta, term loans are
approved based on the project’s financial viability and tlbbo ower’s creditworthiness.

Developers are required to provide detailed revenue proj ‘s and collateral to secure these

loans®. 6(6

Mezzanine Financing: Mezzanine financ ’?ch combines debt and equity features, is
another form of medium-term fundn&@ often used to supplement other financing types
and provides developers with @‘mnal capital while allowing lenders to share in the

project’s profits. While@@mmon, this type of financing is growing in Nigeria’s urban
kuta

centers, including g&{
2.1.2¢ Long&rm Financing

O

Long\g‘yn loans typically extend beyond five years and are critical for funding large-scale

real estate projects and property ownership.

Mortgage Loans: Mortgage loans are long-term financing options that allow individuals or

organizations to acquire real estate properties by spreading payments over an extended period.

15



Mortgages are secured by the property itself, which serves as collateral. Mortgages are
essential for increasing home ownership rates, especially in cities like Abeokuta, where
affordable housing remains a significant challenge. While mortgage loans offer flexibility in
repayment, high interest rates and limited access to financing reduce their accessibility for

low- and middle-income earners!©.

Syndicated Loans: Syndicated loans involve a consortium of banks po @gburces to
finance different large-scale real estate projects with extended durati Q{ese loans are
typically used for mixed-use developments, luxury housing estat Q major commercial
hubs. Syndicated loans are preferred for projects requlrn%ntlal capital investment, as

they distribute risk among multiple lenders’.

>

Real Estate Investment Trusts (REITs): Alt not a traditional loan, REITs provide
long-term investment in real estate by ;%] funds from multiple investors. Banks play a
key role in structuring and man Ts, which support property development and

management over extended s. REITs are gradually gaining popularity in Nigeria,

including in Abeokuta,@temative to direct real estate financing!!.

2.2 Financing @ées in Commercial Banks

The pr ’Oof real estate development financing encompasses a series of structured steps
that guide the interaction between commercial banks and real estate developers. These steps
are designed to mitigate risks, evaluate project viability, and ensure successful project
delivery. This section explores the main stages of real estate financing, including loan

application, credit assessment, loan disbursement, project monitoring and repayment.
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2.2.1 Loan Application

The first stage in financing real estate development is the submission of a loan application by
the developer. This application typically includes detailed project documentation, such as
feasibility studies, market analysis, projected cash flows and collateral information!?. In
Abeokuta, developers often face challenges at this stage due to incomplete or 's&equate

project documentation, which can delay the application process or lead to 0@ jection!?,

Additionally, financial institutions demand comprehensive busin@lo%hns to assess the
project’s potential profitability and alignment with their ri %ance. Banks prioritize
projects with clear revenue streams, such as pre-lease ercial spaces or guaranteed

buyers for residential units'®, &Q
2.2.2 Credit Assessment @

[ ]
Once a loan application is submit@anks conduct a rigorous credit assessment process.
This involves evaluating the &g{per’s financial health, project feasibility and the broader

market environment. C\@%)ring models, stress tests and risk analysis tools are commonly

used to quantiﬁ@%i associated with lending to developers'>.

In the Ni context, this stage is critical due to the high level of uncertainty in the real
estate\v@%(et. Many banks in Abeokuta consider macroeconomic factors, such as inflation
and exchange rate fluctuations, during the credit assessment process'®. These factors
influence banks' willingness to extend loans to developers and may result in stricter loan

terms.
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2.2.3 Loan Structuring and Approval

Once the credit assessment is favorable, banks proceed to structure the loan. Loan terms are
designed to fit the project's specific needs, often dividing the loan into short-term
construction financing and long-term mortgages. Approval is contingent on securing
adequate collateral, which is typically the property under development. Develép% must
2.2.4 Loan Disbursement 6\

meet stringent conditions, as banks prioritize risk mitigation®.

If the credit assessment is favorable, the loan proceeds to disbursement stage. Banks
typically release funds in tranches tied to specific proj m&m stones, such as land acquisition,
foundation laying, or structural completion'’. @ased disbursement approach helps

ensure that funds are used for their int&{@ purposes and reduces the risk of project

abandonment. . \%
\\

Commercial banks adhere t6 &%onitoring protocols during this stage. Failure to comply
with these regulations B@ d to penalties or withdrawal of the bank's operating license's.

Consequently, ;‘a@ Abeokuta often employ external consultants to oversee the

disbursemen@ utilization of funds.

2.2.5 Project Monitoring and Evaluation

18



Ongoing monitoring and evaluation are essential to ensure that the project adheres to agreed
timelines and budgets. Commercial banks conduct regular site visits and require periodic
progress reports from developers. Robust monitoring mechanisms not only reduce the
likelihood of project failure but also strengthen the relationship between banks and

developers'.

However, monitoring in Abeokuta is often hindered by inadequate regul@'l;orcement
and a lack of skilled personnel'?. Banks have addressed these chdlleng€s by adopting

technology-driven solutions, such as project management soft\@ remote monitoring

tools'>. 0

2.3 Commercial Banks Financial Policies in Ni%pr

The financial policy of commercial ba ’%igeria is shaped by a combination of
regulatory mandates from the Ceﬂ@smk of Nigeria (CBN) and internal strategies
employed by individual ban.ks. '@&e policies determine how banks manage their reserves,
extend credit and navig e@ket risks. The CBN’s monetary policy plays a pivotal role in
influencing interes;&gquidity ratios and foreign exchange regulations!. These factors

directly affect l@ding behavior and investment strategies of commercial banks.

Mor@gerian commercial banks are subject to the prudential guidelines issued by the
CBN, which set out requirements for capital adequacy, liquidity and risk management.
Adherence to these guidelines is crucial for maintaining financial stability and ensuring the

banking system's resilience against external shocks?’.

2.3.1 Capital Adequacy and Liquidity Management

19



One of the most critical aspects of financial policy in Nigerian commercial banks is capital
adequacy. The Capital Adequacy Ratio (CAR) is a measure of a bank’s financial strength,
ensuring that banks hold sufficient capital to cover potential losses. The CBN requires banks
to maintain a minimum CAR of 10%, though systemically important banks are subject to

higher thresholds?'. This policy ensures that banks can absorb losses during economic

downturns, thereby protecting depositors and maintaining confidence in the ﬁ@stem.

Liquidity management is another essential component of financial poliég\N%éian banks are
mandated to maintain a minimum liquidity ratio to ensure they Q)ugh liquid assets to
meet short-term obligations. Effective liquidity manageme@elps banks avoid solvency
issues, particularly in times of market volatility??. F ail@t eet liquidity requirements can

result in severe penalties from the CBN, includin@% or, in extreme cases, the revocation

of a banking license. ®%

2.3.2 Risk Management and Len{ﬁgpractices

Effective risk managen@@ndamental to the financial policies of commercial banks. The
risk management framework in Nigerian banks is largely shaped by both the CBN'’s
guidelines and intethational standards such as the Basel III framework. Banks are required to
identify, % and mitigate various types of risk, such as credit risk, market risk and

oper?ﬁ@a risk. Nigerian banks have adopted increasingly sophisticated risk assessment

models to comply with these regulatory requirements??.

Lending practices are a significant focus within financial policies, as they impact both

profitability and systemic risk. Commercial banks must balance the need for profitable
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lending with prudent risk management. For instance, excessive exposure to non-performing

loans (NPLs) can severely affect a bank’s balance sheet, necessitating stricter credit policies®*.

Recent reforms by the CBN, such as the directive to maintain a minimum Loan-to-Deposit

Ratio (LDR) of 65%, are aimed at encouraging banks to extend more credit to the private
A

R

2.3.3 Impact of Financial Policies on Economic Growth : 0

sector while maintaining adequate risk controls®.

The financial policies of commercial banks in Nigeria have farg effects on the
broader economy. Adequate capital buffers and sound risk rﬁagﬁen‘[ practices contribute
¢ economic growth. Banks

to financial stability, which is a prerequisite for su

efficiently allocate credit to productive sectors

f(&%conomy, such as agriculture and

manufacturing, they play a vital role in drivin nomic expansion®. On the other hand,

poor financial management or excessive 'sktaking by banks can lead to instability, which

may result in economic contraction\ﬁ;&en during the 2009 banking crisis in Nigeria®’.

R\
2.4 Real Estate QQ$

Land or immoyv, @s, often referred to as chattels or legally movable items, are referred

to as real es@ and personal property. In addition to the exclusive right to the future profits
of a e&ic product, property is the sole right to own, enjoy, and depose everything that

may be the subject of ownership.

2.4.1 Types of Real Estate
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There are different types of real estate. Whereas some authors classed real estate kinds based
on the nature and owner of the property, others categorized real estate types based on the use
of the property. Real property is classified intosix according to the use which the property
is put namely;

Agricultural Property: This refers to properties such as farms, farm ranches, a&oultry
houses that are utilized for crop cultivation and animal rearing. etc. Q
Residential Property: This refers to homes that are utilized as living @s, such as
bungalows, duplexes, apartments, and single-room units. etc. Q

Commercial Property: These are properties, such as shob%s, and stores that are
primarily used for purchasing and selling. etc. Q

Recreational Property: This includes establish d for leisure, such as theme parks,
spas, lodging facilities, game reserves, clubs an l.‘§eums

Special Purpose Property: These are pr \hes that are intentionally constructed to fulfill a

certain purpose and are not acces’(ﬂs\or readily available on the real estate market. e.g.

churches, mosques, shrines a@%’g
24.2 Characterlstl Q 1 Estate

Real estate en owed special features that distinguish it from other forms ofproperty. The
spec{@es of real estate include;

Tangibility: a real estate investor has the opportunity to visit their investment, talk to the
occupants or tenants, and show off their property to friends and relatives. Because of these

qualities, a real estate investor can exert some physical control over their investment.
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Requires Management: real estate must be managed to maintain continuity because it is
durable in nature e.g. When aging begins to set in, it is necessary to handle tenant complaints,
take care of landscaping, and renovate. etc.

Inefficient Market: There is information asymmetry among market participants, which has
the benefit of enabling those with specialized knowledge, resources, or experience,to make

S

High Transaction Costs: Private market real estate comes with a lot QQ( ses, including

larger profits.

commissions from real estate agents, purchase and sale costs, atto s, engineer fees and
numerous additional expenses that may cause the effecti@uymg price to exceed the
amount the seller will truly get. Q

Lower Liquidity: There is no public exchangé@%e trading of real estate, with the
exception of real estate securities. Because@ons must be mediated privately and there
may be a significant delay between w& ou decide to sell a property and when it is sold,

this makes real estate more challe%g?to sell.

Underlying Tenant Quali@s is taken into consideration because investing in real estate

involves both the acquist of the actual property and the rental revenue stream. The risk of

the investment@e if the renters are likely to miss their monthly or annual payments,
which is %@ case with other kinds of investments.

Varh@& among Regions: When investing in real estate, location is crucial. The
performance of a piece of real estate can vary greatly throughout nations, areas, cities, and
even within any urban area. When making real estate investment decisions, taking regional

differences into account is crucial since they have a significant influence on the final returns

from the selection of properties in the market.
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Heterogeneity: Different properties have different locations, sizes, and construction
materials. It is also flexible, meaning that it may be used for home purposes as well
High Cost of Purchase Relative to Current Income: The cost of buying real estate is

frequently greater than the investor's relative current income, and it is occasionally not

2.5 Real Estate Development OQ

Real estate development can be defined as the planning, building an@cing of real estate

possible to finance it using equity capital, which calls for mortgagefinancing?°.

projects that range from small residential buildings to commercialNand industrial complexes.

It is a multifaceted sector that plays a critical role ping urban landscapes and

influencing economic trends. ; (bQ

Real estate development refers to the proc&@mproving land or properties for the purpose
of creating new uses or enhancing eki@xses. It encompasses activities from the purchase
of raw land to the sale or leasin, ’{R(ae finished product. These activities typically include
planning, financing, con r@n and marketing. Real estate development is integral to urban

growth and transform , contributing significantly to economic and social changes?’.

Real estate %gbf)ment in Nigeria involves the acquisition and improvement of land or
ex1st1ng@mgs for commercial, residential, or industrial use. Real estate development is a
process that starts from the conception of an idea, through the acquisition of land and
culminates in the construction and disposition of the property?’. It includes several key stages

such as feasibility analysis, site acquisition, financing, construction and marketing.

2.5.1 Stages of Real Estate Development
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The process of real estate development is multifaceted, generally following stages that

require different levels and types of capital. These stages are as follows:

Land Acquisition Phase: here developers often rely on bank loans or private funding to
secure prime locations for future developments, as this phase is capital-intensive but critical

for ensuring the project’s success. Real estate financing at this stage is often inﬂu&:ed by

location, zoning regulations and market potential3'. : 0

Project Planning and Design Phase: this requires additional capi &over architectural
and engineering services, feasibility studies and environmental assessments. Financing
institutions may be more selective at this stage, given@o ential risks associated with

project approval and alignment with market demalzdvbQ

Construction Phase: this is stage wherb\\@ antial funding is needed to cover labor,
materials and regulatory costs. This § %&en involves high financial commitments and is

typically supported by construc@sloans from commercial banks as well as equity from

developers or investorssQ\

Marketing an ase: this is the final stage, where developers seek to recover costs
and generatg™profit. At this point, long-term financing options, such as mortgages or Real
Estate I%’Qment Trusts (REITs), play a significant role in ensuring the developed property
reaches end-users. The ability to obtain financing throughout each stage of development
significantly impacts the viability of real estate projects, as delays or lack of capital can

hinder project progress and ultimately its market success.

2.5.2 Challenges in Real Estate Development
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The real estate development process in Nigeria is fraught with challenges, including
inadequate infrastructure, unstable economic conditions and regulatory bottlenecks.
Infrastructure deficits, particularly in electricity, water supply and road networks increase the
cost of real estate development and make it difficult for developers to deliver affordable
housing or commercial spaces®2. Furthermore, inflation and currency devaluation Q pose

risks to developers, as they may lead to increased costs of construction materialf labor33.

Land acquisition remains another significant challenge. The Land UD&Qg"{f 1978, while
aimed at streamlining land ownership, has led to complex land Qstems that are often
difficult to navigate. Disputes over land ownership, del obtaining certificates of
occupancy and challenges with compensation for laﬁguisition often result in project

delays or increased costs*. b’b

Additionally, corruption within gover@gencies involved in the land allocation and
approval processes is a major i@knent to real estate development. According to,
developers are often require@y bribes to expedite land registration or obtain building

permits, which increasb@verall cost of development and discourages investment in the
sector’*, :'@

\,‘5Z>b

2.6 Real Estate Financing

Real estate financing is a crucial component of the property industry, involving a range of
funding mechanisms and stages of project execution that significantly impact the success and

sustainability of real estate projects. Real estate financing refers to the means by which
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capital is acquired to fund the acquisition, development, or improvement of properties. This
includes a variety of financing types, such as construction loans, permanent loans and
mortgage financing®®. The availability and accessibility of financing for real estate projects
are often determined by economic conditions, regulatory policies and the risk appetite of

financial institutions, which together shape the extent of investment in the sector?s.
2.6.1 Types of Real Estate Financing : 0 "

In real estate financing, there are many options that cater to differen@t needs, primarily

categorized as construction financing, mortgage financing an@ inancing.

Construction Financing: this is usually a short-term an;aken out by developers to fund
the building phase of a real estate project. These@ are high-risk due to the uncertainty

associated with project completion and the @t s reception of the development!'!.

Mortgage Financing: this type of@state finance is long-term and is often utilized after
the construction phase wher? @%ﬁﬁy is sold or refinanced by a buyer. Mortgage loans are

influenced by interest %Qld borrowers' creditworthiness, both of which are significant

factors in ﬁnanﬁi@ions by banks*’.

Bridge Fi ng: this provides short-term capital for projects that are in transition, often to
bridg}\&e gap between the initial development phase and securing long-term financing.
Bridge loans are essential for developers who require immediate capital but anticipate
funding through longer-term financing options upon project completion®®. Each of these

financing types is essential for different stages of real estate development, offering varied
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levels of risk and potential returns for banks and other financial institutions involved in real

estate investment.
2.7 Global Trends Influencing Real Estate Financing

Real estate financing has evolved significantly over the past decade, influenced by economic
shifts, technological advancements and changing investment strategies. Thes %lrends
are reshaping how real estate projects are funded, particularly in developifig e¢onomies like
Nigeria, where market dynamics are increasingly connected to gl ’gces. This section

explores key trends that are transforming real estate financ worldwide and their

implications for local markets. Q

2.7.1 Globalization and Cross-Border Investme ’b

O

The globalization of financial markets ha % itated cross-border investments in real estate,
[ ]

enabling developers to access funq@om international investors and financial institutions.

This trend is driven by seveﬁ@%rs:

Increased Capital F1 &stitutional investors, such as pension funds and sovereign wealth

. \’
funds, are divegsifying their portfolios by investing in real estate markets across emerging
economier.b Nigeria, sectors like commercial real estate and luxury residential

devebgy%ents have attracted significant Foreign Direct Investment (FDI), particularly from

investors in Europe and Asia.

Access to International Debt Markets: Developers are increasingly turning to international

bond markets and foreign banks to finance large-scale projects. These options often provide
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lower interest rates and longer repayment terms compared to local banks, making them

attractive for high-value developments.

Standardization of Financial Practices: The adoption of International Financial Reporting

Standards (IFRS) and real estate valuation methods has enhanced transparency, making

emerging markets more accessible to foreign investors’’ . Q\
2.7.2 Digital Transformation in Financing ’\< :
The adoption of digital technologies is revolutionizing real est cing by introducing

new tools and platforms that streamline transactions, enhan@k assessment, and improve

accessibility. Key digital trends include: Q

PropTech (Property Technology): Platfo % llow and Rightmove use technology to
connect buyers, sellers, and financiers, ¢ }ﬁng seamless property transactions. In Nigeria,
platforms such as Seso Global are @gmg blockchain to improve property documentation

and reduce fraud.

Artificial Intelllgenc (% in Underwriting: Al algorithms analyze market trends, credit
histories, and ptoperty data to assess risks and predict returns, enabling lenders to make faster

and more ate decisions.

\/QJ

Crowdfunding and Peer-to-Peer Lending: These platforms allow small-scale investors to
pool funds for real estate projects, democratizing access to property investment.
Crowdfunding has gained popularity in Nigeria, particularly for residential housing projects

in urban areas .
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2.7.3 Shift towards Sustainable Financing

Environmental sustainability is now a critical consideration in real estate financing. Investors
and lenders are increasingly prioritizing projects that align with Environmental Social and

Governance (ESG) criteria. This trend is driven by global efforts to combat climate change

and promote sustainable urban development. Q\

Green Bonds and Sustainability-Linked Loans: These financing mecha@lpport eco-
friendly real estate projects, such as energy-efficient buildings enewable energy
% to finance sustainable

installations. For example, Nigeria issued its first green bon

projects, including real estate.

(\

Investor Preferences: Institutional investors are ﬁ%‘ g properties with green certifications,

which enhance property value and align wiﬂ\\@amability goals.
2.7.4 Emergence of Mixed-Use D@ments

Mixed-use developmen § comblne residential, commercial and recreational spaces,
have become 1ncre S popular globally. These projects are particularly attractive to

financiers because y offer diversified revenue streams and reduce market risk.

Eco%’Qesilience: Mixed-use properties generate income from various sources, such as
retail leases, office rentals and residential sales, making them more resilient during economic

downturns.
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Consumer Demand: Urban populations are seeking convenience and integrated living
environments. In Nigeria, developments like Eko Atlantic City in Lagos exemplify the shift

toward mixed-use urban projects, attracting both local and foreign investors*’.
2.7.5 Increased Focus on Affordable Housing

The global housing affordability crisis has led to increased focus on financ ffo dable
housing projects. Governments, private developers and financial 1nst1tut10nQr3 ollaborating

to address housing deficits through innovative financing solutions*!. Q

Public-Private Partnerships (PPPs): PPPs enable govern to leverage private sector
expertise and funding for affordable housing. In Ni@a, initiatives like the Ogun State

Homeowners’ Charter aim to streamline property @fgship and reduce costs.

Subsidized Loans: Low-interest loan }i government-backed mortgages are being

introduced to make housing more a& ible to low- and middle-income households.

Impact Investing: Soc1§®msc10us investors are funding affordable housing projects as

part of their 1rnpac vestment portfolios, prioritizing social benefits alongside financial

returns. 0
O
N

2.8 Digital Innovations in Real Estate Financing

The landscape of real estate financing has undergone a significant transformation due to the

integration of digital technologies. These innovations have introduced new tools and
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platforms that enhance efficiency, transparency and accessibility, fundamentally changing
how real estate projects are funded and managed. Below is a detailed exploration of the key

digital innovations driving for change in real estate financing.
2.8.1 Blockchain Technology in Real Estate Financing

Blockchain technology is revolutionizing real estate transactions by providin @e and
decentralized ledger system. This innovation ensures that property transac@ re recorded
in an immutable manner, reducing fraud and enhancing trust betwee@tl s. Blockchain can

streamline processes such as property title verification, redu% e time and cost involved

in traditional methods. Q

In Nigeria, where property ownership disputes@ lack of transparency are common
challenges, blockchain technology offers a@ion by creating tamper-proof digital records
of property ownership and ﬁnancing@fxample, developers and lenders can use smart

contracts self-executing agreem@\on the blockchain to automate payment disbursements

once predefined conditio%s@ et.
R

D

\/Q

2.8.2 Digital Platforms
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Digital platforms such as crowdfunding and Peer-to-Peer (P2P) lending are democratizing
real estate financing. These platforms allow multiple investors to pool funds for real estate

projects, breaking down the barriers traditionally associated with large-scale investments.

Crowdfunding platforms like EstateGuru and Fundrise enable individual investors to
contribute small amounts to fund real estate developments, earning returns thrm&rental
income or property sales. In Nigeria, where access to traditional financin @e limited,

grements The

these platforms provide an alternative for developers with smaller ca

trends of real estate crowdfunding in urban areas, driven by the % sing penetration of

mobile technology™. 0

Peer-to-peer lending platforms, on the other han. 03 t borrowers directly with lenders,
bypassing traditional financial institutions. Th atforms use digital algorithms to assess
creditworthiness, reducing the time and b § cracy associated with bank loans. For example,

platforms like PayLend in Africa fa?b begun to incorporate real estate-focused lending,

addressing funding gaps for s@ﬁd medium-sized developers.

2.8.3 Artificial Intell Q in Risk Assessment

Artificial 1r@hgence is reshaping how financial institutions assess risk in real estate
ﬁnaIC\i/réQrtiﬁcial intelligent powered tools analyze large datasets, including borrower
credit histories, market trends and economic indicators, to generate detailed risk profiles and
lending recommendations. This reduces human error and accelerates decision-making

Processes.
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For instance, Nigerian banks like Access Bank have started integrating artificial intelligent
systems to evaluate loan applications for real estate projects. These systems consider factors

such as location, market demand and borrower financial stability to assess project viability.
2.8.4 Mobile and Online Mortgage Platforms

The rise of mobile and online platforms has simplified the mortgage appli Q%ocess,
making real estate financing more accessible. Prospective buyers and de(elo;rs can now
apply for loans, track application statuses and receive approvals ent@line. Mobile apps

also allow users to calculate mortgage rates, compare loan @rian'd receive personalized

advice. Q
\

In Nigeria, platforms like First Bank’s digital @ge service have gained popularity,
especially among the younger, tech-savvy p@’?on. These platforms eliminate the need for
physical visits to bank branches, ré % processing times and costs. Online mortgage
applications increased by 40% @mg the COVID-19 pandemic, reflecting a shift toward
digital solutions™®. QQ\A

2.8.5 Big Data C@ictive Analytics

Big data n@ﬁedictive analytics are helping lenders and developers make more informed
deci% by analyzing market trends, consumer behavior and economic indicators. For
example, data-driven insights can identify areas with high demand for housing or commercial

spaces, guiding investment decisions.
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Predictive analytics also enables lenders to anticipate market fluctuations, assess project
viability and adjust financing terms accordingly. Banks using predictive analytics in Nigeria
were able to reduce loan default rates by 20%, showcasing the potential of this technology to

mitigate risks in real estate financing™.
2.9 Commercial Banks and Real Estate Financing \

Commercial banks play a pivotal role in real estate financing by providing the Qital needed

to support the acquisition, development and improvement of s. The financing
$

offered by banks serves as the backbone for large-scale real e@ ojects, influencing urban

development, housing and economic growth. Howeve@ extent to which commercial
banks are willing to finance real estate ventures is A@ﬂned by a combination of factors

including project type, perceived risk and pqten turn on investment.

2.9.1 The Role of Commercial Bankv\x&al Estate Finance
In Nigeria, commercial baft s&%‘dde a variety of loan products specifically tailored to

different stages of real E@Qevelopment. These include

Construction @: these are short-term loans intended to finance the building phase of
real estat ects. Banks often disburse construction loans in installments, which are
contkgglt on the progress of the project and an assessment of ongoing risks. Construction
financing is particularly high-risk due to uncertainties surrounding project completion, real

estate market conditions and potential fluctuations in property values.
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Mortgage Loans: it constitute a significant portion of the financing provided by commercial
banks for real estate. Mortgages are long-term loans that allow borrowers to acquire property
by spreading payments over an extended period, thus making real estate ownership
accessible to a larger portion of the population. Mortgage financing in Nigeria has been
growing in importance as banks expand their services to meet the demands of a rising middle
class and urbanization trends. The success and sustainability of mortgage éﬂg are
closely linked to economic stability, interest rates and regulatory support {front“government

bodies, all of which impact both the borrower’s ability to repay ar@e ank's overall risk

O

Bridge Loans: this is another form of real estate ﬁna@rovided by commercial banks,

exposure.

especially for developers requiring short-term g during project transitions. Bridge
financing serves to fill the gap between @al project phases and the acquisition of
longer-term financing, or until the pT@egins generating revenue. However, because of
their short duration and higher i@est rates, bridge loans are typically used sparingly and

only in situations Where%@ers are confident in the project’s future cash flow*?.

2.10 Role of C %al Banks as Financier for Housing Development in Nigeria

Every econ(@ enefits from the intermediation function of commercial banks. Commercial
banIS\{ m a wide range of tasks, including extending loans to different economic
sectors*’. They also perform a number of other tasks, including accepting and safeguarding
deposits and other valuables, transferring money, creating money, and promoting banking
among the populace, execution of government monetary policies and the creation of job

opportunities, just to mention but a few*. Commercial banks provide credit to different
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economic sectors primarily in accordance with directives from the Nigerian central bank in
order to support the growth of the Nigerian economy.

The commercial banks typically offer short-term credit, while they occasionally offer
medium and long-term loans as long as it doesn't negatively impact their liquidity situation of
the bank*.

Collateral or securities must be provided for these commercial bank loans in o o support
the loan in the event of a default. As stated in the Central Bank o lﬁggla Prudential
Guideline, commercial banks have lending procedures that must be @v&d before loans are
made. The growth of the economy has benefited greatly fro mmercial banking operations,
particularly from the credit facilities that these institut@provide to different economic
sectors. These credits have enhanced both do estﬁb%d foreign investments, and it is
anticipated that they will help commercial 1eve their performance goals. Therefore,
the aforementioned demonstrates that ba; Xe extremely important to the economy because

.
they provide significant contributi&‘e}) the financial, social and economic growth of the

economy. In a developing 'c@u‘, like Nigeria, for example, commercial banks' loan is

distributed across num u%lces within the country.

)

2.11 Comp r@nalysis of Commercial Banks vs. Other Financial Institutions in

Real Est velopment

\/Q

While commercial banks are key financiers in the real estate industry, their lending policies
and risk thresholds often differ from those of other financial institutions like microfinance
banks, private equity firms and Real Estate Investment Trusts (REITs). For instance,

microfinance banks generally cater to smaller, more localized projects and provide short-term
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financing options that might not be suitable for large-scale developments. Unlike commercial
banks, which assess real estate loans based on strict risk analysis and repayment potential,
microfinance institutions are often more lenient but provide lower loan amounts and shorter

repayment periods.

Private equity firms and REITs have also become influential players in the real est&\sector.
Unlike commercial banks, private equity firms tend to target high-return ~@ focusing
on larger developments with potentially higher risk profiles but also ter Teturns. REITs,
on the other hand, are vehicles through which investors ca@pate in real estate
ownership without direct involvement. REITs pool funds fr@uvestors to acquire, manage
and sell real estate assets, offering investors a share of ghe pfofits without the need for direct
financing from commercial banks'!. While comm@ banks remain the primary financiers

for many real estate projects, the growﬂ\ ese alternative financing sources offers

developers more diversified options.éo\s&

2.12 Importance of Financ Estate Development in Nigeria

\
The importance of %&ate financing lies in its role in facilitating the growth of the
property sectof, premoting economic development, providing housing and commercial
infrastruc eal estate development is capital-intensive and often requires considerable
invewt over extended periods, making access to financing a critical factor in the success
of projects. The availability of financing enables developers to execute large-scale projects
that contribute to urban growth and infrastructure development. In addition, financing
supports economic activities within related industries, such as construction and materials,

thereby creating employment opportunities and stimulating economic growth.
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In developing countries like Nigeria, financing for real estate development is essential to
address housing shortages and support economic stability. However, accessibility to
financing for real estate projects is often constrained by economic conditions, regulatory
policies and the risk assessments of financial institutions. This limited access to capital
restricts the capacity of developers to undertake and complete large-scale projects,&hich are
X

The real estate sector also attracts significant investment as an asset/%ss, offering stable

critical for addressing housing demand and fostering economic growth.

returns and portfolio diversification for investors. Real estate financh ays a crucial role in
sustaining investor interest in the sector, as financial instit support projects that align
with investors’ objectives and risk tolerance. Real estate, ;erefore, not only contributes to

addressing housing needs but also serves as a @% for wealth creation and economic

development in regions like Ogun State, N

The relationship between real est@elopment financing and economic growth is well-
documented in research, ax@@estate development contributes directly to economic
activities, job creation\@%alth generation. In Nigeria, commercial banks play a crucial
role in driving Q@y growth through the financing of real estate projects, which include
residential, mercial and industrial developments*. These projects not only increase
propert@ers and improve living standards but also stimulate other sectors of the economy,
such as construction, materials manufacturing and retail®>. By providing financing,
commercial banks enable the development of infrastructure that serves as a foundation for

economic advancement.
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2.12.1 Job Creation

The financing of real estate projects by commercial banks significantly boosts employment,
both directly and indirectly. Real estate development generates jobs in construction,
engineering, architecture and design, creating opportunities for skilled and unskilled workers
alike. A well-financed real estate sector supports employment across the entire cen&uction
value chain, from raw material suppliers to construction firms and real estat s. Every
investment in real estate development typically leads to job creation/%gf(ing economic

growth and reducing poverty levels, especially in developing areas li gun State*S.

Additionally, real estate projects increase demand fo@g products and services, as

developer source building materials and services,| , which further enhances the local

economy’’. By financing these projects ba% indirectly contribute to job creation,

particularly in communities where real eg&evelopment has the potential to revitalize local
.

economies. Thus, the involveme&é\c'ommercial banks in real estate financing has a

cascading effect, promoting E&g{ic development and supporting the government’s poverty

alleviation objectives. Q
2.12.2 Infrastr@e evelopment and Economic Growth

Rea e@ﬁnancing by commercial banks also plays a critical role in infrastructure
development, which is a key driver of economic growth. The construction of commercial
spaces, residential buildings and mixed-use developments contributes to urbanization,
improves housing quality and enhances city infrastructure. Such development is essential for

economic expansion, as well-developed infrastructure improves productivity, facilitates trade
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and attracts further investment. For example, investments in commercial real estate can

attract businesses that, in turn, create jobs and enhance the economic profile of a region.

In Ogun State, commercial banks’ financing of real estate projects contributes to the
expansion of essential services, such as roads, utilities and healthcare facilities, which further
support economic growth. These developments improve connectivity and aceeSsibility,
making regions more attractive for business operations*’. In doing so, bank: provide
financial support but also facilitate the development of sustainable &Qm nities, thereby
supporting long-term economic growth. However, regulatory es and high-interest
rates can impact banks’ ability to sustain such infrastructure @wing, highlighting the need

for a stable economic environment. Q

2.12.3 Wealth Generation and Property Mar evelopment

N\

Real estate financing is a signiﬁ% iver of wealth generation for individuals and
communities, as property own@p often leads to asset appreciation over time. When
commercial banks fund r a@&te projects, they create opportunities for individuals to invest
in property, contribu gso wealth accumulation through capital appreciation and rental
income3®. This @m empowerment not only benefits individuals but also enhances local

economies; creased property ownership raises the overall asset base within communities.

\/Q

In addition, commercial banks’ involvement in real estate financing supports the
development of a more robust and formalized property market. A strong property market can
attract both domestic and international investors, thereby increasing the flow of capital into

the real estate sector. With increased investment, the sector becomes more competitive,

41



potentially leading to improved property standards and development innovation. In Ogun
State, the formalization and growth of the property market have resulted in rising property

values, which further enhances wealth generation for property owners.

2.12.4 Contribution to Financial Sector Growth

By financing real estate, commercial banks contribute to the growth and diversj
financial sector. Real estate loans constitute a significant portion of bankﬁlg portfolios,
making it a critical component of their revenue generation. As@c generate income
through interest payments on real estate loans, they enhance roﬁtablhty and ability to
finance other economic sectors®. This income generatl@ er strengthens the financial
sector by enabling banks to expand their serv1ce~6@oduct offerings, which benefits a

wider range of economic activities.

Furthermore, the financing of real esm@ ects fosters financial innovation, as banks create
new lending products talloredzx ifferent types of borrowers, including mortgages,
construction loans and 1 r@km development loans. These products help banks diversify
their offerings and C trl ute to a more resilient financial sector. In Nigeria, the role of
commercial b ks eveloping real estate financing products has helped address the

housmg , making it possible for more Nigerians to access homeownership.
2. 12 5 Real Estate as a Catalyst for Regional Economic Growth

Real estate development financing plays a pivotal role in regional economic growth, as it
enables the construction of infrastructure, housing and commercial spaces that attract

businesses and residents. In Ogun State, commercial banks’ financing of real estate
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development has contributed to the establishment of new business hubs, attracting investors
and promoting urbanization. As businesses establish operations in these newly developed
areas, they create jobs, contribute to the tax base and stimulate demand for local goods and

services, driving economic growth on a regional scale.

Moreover, as commercial banks finance projects in previously underdeveloped s, they

support regional equity by reducing disparities in infrastructure and econocé{%rtunities
f1

between urban and rural areas*’. This regional economic growth is €Sgential for Nigeria's
overall economic stability, as it helps to balance development a@erent areas, thereby

reducing the economic divide and fostering a more inclusive omy.
2.13 Challenges Faced by Commercial Banks in; F@ng Real Estate Development

Commercial banks in Ogun State, and N \@ as a whole, face several challenges when
financing real estate development. O Athe most significant challenges is the high-risk
perception associated with r.eal e@% projects. Real estate development is often viewed as a
high-risk venture due to h@g-term nature of projects, market volatility and the potential

for unforeseen econgdc ownturns*®. This risk perception leads to more stringent lending

criteria, makin@fﬁcult for developers to secure financing.

Higl%@ rates are one of the most significant challenges for commercial banks in real
estate financing, as they directly affect the affordability of loans for developers. In Nigeria,
high inflation rates have led to higher interest rates as banks attempt to protect their margins
against the decreasing value of currency. This increases borrowing costs for developers,

making it more challenging to secure affordable financing for real estate projects. As a result,
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many developers are forced to delay or abandon projects, especially those that operate on

limited budgets or that are based in areas with low market demand.

Another challenge is the lack of adequate collateral. Banks typically require substantial
collateral to secure real estate loans, which can be a barrier for many developers, particularly
those with limited financial resources®. This requirement can lead to a situation w%e only
well-established developers with significant assets can access financing, @ aller or

S

Market instability also poses a challenge to real estate fina i@ucmations in property

newer developers struggle to secure funding.

values, changes in demand and economic instability ca@l pact the profitability of real
estate projects, making banks more cautious in tl:ei ng practices®®. In Ogun State, the
0

real estate market has experienced periods 66 latility, which has influenced banks'

NQ

willingness to finance new developmet;t\' jeets.
N

Market volatility and ecor.lomi%&(s?ability are other critical challenges that influence
commercial banks’ willi g@ﬁo finance real estate development. Economic downturns,
such as those caused &eclining oil prices or political instability, can lead to reduced
property Value@ing the ability of borrowers to repay their loans . In a volatile market,
banks fa% igher risk of defaults, which makes real estate financing a potentially
unpr&g{e endeavor. For instance, market fluctuations in Nigeria can significantly impact

commercial real estate, especially when demand for office spaces and retail outlets declines

due to economic constraints.
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Collateral is a key factor in real estate financing, as it provides security to banks in the event
of borrower default. However, the collateral requirements for real estate loans are often
stringent, especially in Nigeria, where the legal and regulatory framework for property rights
is complex. Many developers face challenges in securing clear property titles and other legal
documentation necessary to use properties as collateral, which can delay loan pr(ﬁing or
X

Furthermore, the legal process for enforcing collateral in cases of defad('{%én lengthy and

lead to outright rejection.

costly in Nigeria, further complicating banks’ willingness to eal estate assets as
security for loans?”. The time-consuming nature of legal proes in the Nigerian property
market can discourage banks from repossessing collat@ ;ducing their overall willingness

to provide real estate financing. gb

Additionally, regulatory challenges can oXplicate the process of real estate financing.
Compliance with regulatory requir@ can be costly and time-consuming, and changes in
regulations can create uncert@@&r both banks and developers™. In some cases, regulatory

hurdles may discouragé@ from financing real estate projects altogether, especially if the

regulations are C@ as overly restrictive or burdensome.

2.14 Fin Real Estate Development in Nigeria

\/Q

Financing is one of the most crucial aspects of real estate development, as large capital
investments are required to acquire land, obtain permits and carry out construction. In
Nigeria, real estate developers typically rely on a combination of equity, bank loans and

private investments to fund their projects. The availability of finance remains a significant
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challenge for developers, particularly due to the high interest rates charged by commercial
banks. Developers must often resort to private equity or international funding to secure more

favorable terms>'.

In recent years, there has been a strong interest in Public-Private Partnerships (PPPs) as a
means of funding large-scale real estate projects, especially in urban areas2® These
partnerships can help mitigate financial risks while enabling access to gove @Qesources,
such as land or infrastructure support. Real estate investment trusts (R s)qg/e also gained

traction in Nigeria as an alternative financing model, allowing indi als and institutional

investors to pool resources for property development. 0

2.15 Real Estate Financing Regulations in Nige:s’a(bQ

Real estate financing regulations in Nige@e primarily governed by laws designed to
control land acquisition, credit allocd&& d financial risk management. The Land Use Act
of 1978 remains a cornerstone ﬁ\(?igeria's real estate framework, as it regulates land
ownership and allocati n@h%ss the country. However, this Act presents significant
challenges for real es glancing, as banks face difficulties using land as collateral due to
bureaucratic b tles\c'ks and land tenure issues. The process of obtaining a certificate of

occupanc r the Land Use Act is often slow and costly, discouraging banks from using

real é{@e assets as collateral for loans™.

In addition to the Land Use Act, the Central Bank of Nigeria (CBN) sets prudential
guidelines that influence real estate financing decisions. The CBN’s guidelines require

commercial banks to maintain certain capital adequacy and liquidity ratios, which constrain

46



the amount of capital they can allocate to high-risk sectors, including real estate. These
prudential measures are designed to minimize the risk of loan defaults, but they can limit the

flow of credit to the real estate sector, making it harder for developers to secure financing>*.
2.15.1 The Role of Regulatory Bodies in Real Estate Financing

Several regulatory bodies play essential roles in overseeing real estate ﬁnan@geria.
The Central Bank of Nigeria is the primary regulator for banks and ﬁn@ Institutions,
setting rules that govern lending practices and ensuring complianc@national financial
standards. The Nigerian Mortgage Refinance Company (NMRC) was established to improve
mortgage financing accessibility by providing liquidity t age lenders. The NMRC has
made notable strides in the mortgage sector by dp&%funding costs for lenders, yet the
overall impact on the real estate market rem{inQ ed due to high-interest rates and limited
awareness among potential homebuyerg.\' \
N

Furthermore, the Securitie.s aléE%change Commission (SEC) oversees Real Estate
Investment Trusts (REI ).Q\\Iigeria, which provide an alternative investment vehicle for
real estate ﬁnancin@r ulating REITs, the SEC aims to increase transparency and protect
investors while\prothoting real estate investments in a structured format. REITs have gained
traction irra t years, offering commercial banks a less risky alternative to direct lending in
real é&@i%projects“. However, limited investor awareness and high management fees have
slowed REITSs' expansion in Nigeria, highlighting the need for targeted regulatory reforms to

attract more investments.
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2.15.2 Key Regulatory Challenges Affecting Real Estate Financing

Despite the framework in place, several regulatory challenges affect real estate financing in
Nigeria. The complexity of land registration and ownership rights as governed by the Land
Use Act remains one of the most significant challenges. Banks often hesitate to finance real
estate projects because of the legal uncertainties and delays in processing land tiﬂA\which
can hinder collateral realization. The unclear and fragmented land registry, s@makes it

difficult for financial institutions to verify property ownership, adding té\the perceived risk of

real estate loans>°. %Q

Additionally, stringent lending policies imposed by th constrain banks' ability to

finance long-term real estate projects. CBN’s po 'C%Qcapital adequacy require banks to

set aside a certain percentage of their capital st the risk of defaulting loans, which

increases with long-term, high-value inv >k;nts like real estate. As a result, banks often
.

prefer shorter-term investments t}{c.}b less capital-intensive, limiting the availability of

funds for developers and buy®%657.

2.15.3 Regulatory’E\f’%nd Policy Initiatives to Support Real Estate Financing

In recent yeass, there have been efforts to reform the regulatory environment to make real
esta ﬁ@ng more accessible. One of the notable initiatives is the National Housing Fund
(NHF), which seeks to provide affordable housing finance to Nigerian citizens. Managed by

the Federal Mortgage Bank of Nigeria (FMBN), the NHF collects contributions from

employees and disburses loans to facilitate homeownership. However, high-interest rates and
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limited funding still constrain the NHF’s effectiveness, making it difficult for many

Nigerians to benefit from affordable mortgage options>®.

Moreover, the Central Bank of Nigeria introduced the Real Sector Support Facility (RSSF), a
policy designed to provide low-interest funds for long-term investments, including real estate.
The RSSF has provided some relief to developers by allowing them access heaper
financing compared to traditional bank loans. The uptake of the RSSF has Q.%uted due

to stringent qualification criteria and the high administrative costs as with securing

these funds®’. %Q

2.15.4 Emerging Trends in Real Estate Financing Reg ;

Q

An emerging trend in the regulatory landscape is@doption of digital land registries and
blockchain technology to improve transpaﬁ@and efficiency in property transactions. The
digitization of land registries could %}'ne property registration, reducing time and cost
while increasing banks' conﬁden%(kl property-backed loans®. Some states in Nigeria, such
as Lagos, have begun r@len‘ung electronic land registries to address these issues,

although nat10nw1de option remains slow.

Another tregls the increasing interest in sustainable real estate financing, driven by
inte at@ calls for green finance. To support sustainable development, regulators have
started exploring policies that encourage environmentally responsible real estate investments.
The Securities and Exchange Commission (SEC) has introduced guidelines for issuing green
bonds, which can be used to fund eco-friendly real estate projects. These developments

reflect a growing awareness of sustainable finance within Nigeria’s regulatory environment,
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potentially expanding financing options for real estate projects that align with environmental

standards®!.
2.16 Credit Risk Management in Real Estate Financing

Credit risk management is a critical determinant of commercial banks' w1111ngness to finance
real estate development projects. This concept focuses on the evaluation and m ion of the
risk of borrower default and the overall financial stability of a prOJect Regal cstate projects
require significant capital investment and are often characterized b@g gestation periods,
making them inherently risky. Credit risk arises when bo 6 ail to meet their loan

repayment obligations due to market downturns, cost o or poor financial planning.

Banks prioritize projects with strong ﬁnanmg@ , established developers and

\

Effective credit appraisal mechanisth ’QL ssential for identifying and managing potential

collateralized loans to mitigate these risks®?

risks associated with real estate f@cmg Banks employ tools such as credit scores, financial
audits and collateral e s to determine the creditworthiness of developers. Robust
credit appraisal syst S

nificantly enhance banks' confidence in lending to the real estate

sector by reducing probablhty of non-performing loans.

In Q@ge, the introduction of programs like the Homeowners’ Charter has improved
property documentation, making it easier for borrowers to use land as collateral. This
initiative has increased transparency and reduced the risks associated with unclear property

ownership which further encouraging banks to provide financing®.
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The adoption of big data analytics has revolutionized credit risk management in recent years.
Advanced algorithms and machine learning models are now used to analyze historical data,
borrower profiles and market trends. Technologies provide banks with deeper insights into

the potential risks and returns of real estate projects, allowing them to make more informed

3

Banks mitigate credit risk by diversifying their portfolios, setting conservaf\@g—to—value

decisions®.

ratios and partnering with reputable developers. Government-back uafantees on real
estate projects, such as those under the Ogun State Economi stormation Project

(OGSTEP), further reduce perceived risks, making it more @ aling for banks to invest in

real estate development®’, Q
2.17 Sustainable Real Estate Development an ancing

N\

Sustainable real estate developmenth@ ancing have become critical focal points in the

global property market, especia]@h emerging economies. The emphasis on sustainability

addresses environmen@ and economic challenges by promoting eco-friendly

practices and ensuriglo g-term viability in real estate investments. This section explores
S \'

the concepts, importance, financing mechanisms and challenges associated with sustainable

real estat opment.
Sustainable real estate development refers to the process of planning, designing, constructing

and managing properties in a manner that minimizes environmental impact, maximizes

energy efficiency, and promotes social well-being. It involves using eco-friendly materials,
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reducing waste and incorporating energy-saving technologies, such as solar panels and green

roofs, into buildings®.

This concept aligns with the United Nations' Sustainable Development Goals (SDGs),
particularly Goal 11, which focuses on making cities inclusive, resilient, safe and sustainable.
Sustainable real estate not only contributes to environmental preservation but alss%)roves

tenants' quality of life with energy-efficient technologies, natural lighting, i(@t;er indoor

air quality. /\
2.17.1 Importance of Sustainability in Real Estate Os

The integration of sustainability in real estate developn@tl;driven by several factors:

Environmental Preservation: Sustainable te ;es preserve natural resources and lower

carbon footprints. For instance, usin Xhergy—efﬁcient systems can lower energy
[ ]

consumption and greenhouse gas e@ns .

Economic Benefits: sustairﬁ@gﬁldings use less energy and water, they frequently have

cheaper running expen@ ditionally, they tend to attract higher property values and rental

income, makin re appealing to investors.

Health au&ll-being: Green buildings enhance occupant health by improving air quality,

provi natural lighting and incorporating green spaces. These factors are increasingly in

demand among tenants and buyers.

Regulatory Compliance and Incentives: Many governments encourage sustainable

development through regulations, tax incentives and grants. Compliance with environmental
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standards, such as Leadership in Energy and Environmental Design (LEED) certification, is

becoming a competitive advantage in the real estate market.
2.17.2 Financing Sustainable Real Estate Development

Sustainable real estate projects often require significant upfront investment, whi%pjses a

challenge for developers. However, innovative financing mechanisms hanQer ed to

support these projects: < \

N

Green Bonds: Green bonds are debt instruments issued to finan @ts that have positive
environmental impacts. These bonds are increasingly popul@ emerging markets, as they

offer favorable terms for developers investing in sustai@e rojects®.

(e

Green Loans: Similar to green bonds, gree s provide funding specifically for eco-
friendly projects. Financial institutions @ offer these loans at lower interest rates to

incentivize sustainable practices®. \(9\
Public-Private Partnc@}(PPPs): Governments collaborate with private investors to

fund large-scale sust&b ¢ real estate projects. These partnerships share risks and resources,
[ ]

enabling the de@nen‘[ of environmentally friendly housing and commercial spaces'!.

Rea%@fg Investment Trusts (REITs): Sustainable REITs focus on eco-friendly
properties, attracting investors interested in socially responsible investments. These trusts

pool resources to finance green developments while offering returns to stakeholders.
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Carbon Credit Financing: Developers can earn carbon credits by adopting practices that
will reduce greenhouse gas emissions. These credits can be sold to companies aiming to

offset their carbon footprint, providing an additional revenue stream.
2.17.3 Challenges in Sustainable Real Estate Financing

Despite its benefits, sustainable real estate development faces several challengef':Q\

@)

High Initial Costs: Sustainable building materials and technologies&&en require higher

upfront investment, which can be a deterrent for developers and @ 36

Limited Awareness: In many emerging markets, devel and financiers lack awareness

of the long-term benefits of sustainable practicei, A&%g to resistance in adopting these

®%

Regulatory Barriers: Inconsistent'@s and lack of enforcement of environmental

models!!.

standards can hinder the adoptior@\ustainable practices in real estate’®.

Financing Gaps: Acc&@?green financing remains limited in some regions, with few

financial institutb@yring dedicated products for sustainable projects.

Market l’@tions: Many investors perceive sustainable real estate as high-risk due to the

longé@ne required to realize returns, further limiting funding opportunities.
2.18 Impact of Real Estate Financing on Environmental Sustainability

Environmental sustainability has become a critical consideration in real estate financing,

driven by the need to balance economic development with ecological preservation. Real
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estate projects have significant environmental impacts, from energy consumption during
construction to long-term effects on carbon emissions, water usage and waste generation. As
a result, stakeholders in the real estate sector, including developers, financial institutions and

policymakers, are increasingly adopting green financing mechanisms to promote sustainable

2.18.1 Green Financing Mechanisms : OQ

Green financing refers to financial products and services designence projects that

development.

have positive environmental or climate benefits. In real estabg n financing mechanisms
include green bonds, sustainability-linked loans and y-efﬁcient mortgages. These
instruments provide funding for projects that i c% te sustainable building practices,

renewable energy and environmentally friendlE ials.

N\

Green Bonds: Green bonds are debt‘i& ents specifically issued to fund environmentally
sustainable projects. For exam@& a developer might issue green bonds to fund the
construction of energy-e 1®buildings or retrofit existing structures to reduce their carbon
footprint. In Nigeria, greeff bonds have been gaining traction, with the government issuing its
S \'

first sovereiin @bond in 2017 to finance sustainable energy and agriculture projects.

Sus@y-mnked Loans: These loans are tied to the borrower’s ability to achieve
specific Environmental, Social and Governance (ESG) targets. In real estate, developers may

secure lower interest rates by meeting sustainability benchmarks, such as reducing energy

consumption or achieving green building certifications like Leadership in Energy and
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Environmental Design (LEED). Sustainability-linked loans in Nigeria have been instrumental

in encouraging developers to adopt greener practices®.

Energy-Efficient Mortgages: These mortgages offer favorable terms to homeowners and
developers who invest in properties with energy-saving features, such as solar panels,
efficient HVAC systems and sustainable insulation. Energy-efficient mortgages coskreduce

homeownership costs by up to 15% over the lifetime of a loan in Nigeria®’. : 0

2.18.2 Benefits of Green Financing in Real Estate 6\
Green financing offers numerous benefits, both env1ronment d economic. These include:

Reduced Carbon Footprint: By promoting en 1cient construction and operations,
green financing helps reduce greenhouse ;mlssmns Buildings constructed with

sustainable materials and designs con \ess energy, contributing to global efforts to

combat climatic change. \(9\

Improved Resource §®' Green financing encourages the use of renewable energy
te

sources, water- saV1 chnologies and waste recycling systems. These practices optimize

resource utilization d reduce environmental degradation.

En n(%’glarket Value: Properties that meet sustainability standards often command
higher market values and rental yields. This is particularly true in urban centers like Lagos
and Abuja, where environmentally conscious buyers and tenants are willing to pay a

premium for green-certified buildings.
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Risk Mitigation: Sustainable buildings are less vulnerable to regulatory changes, such as
stricter environmental laws or carbon taxes, reducing long-term risks for developers and

investors®s,
2.18.3 Challenges in Adopting Green Financing

Despite its benefits, green financing faces several challenges, particularly @oping

economies like Nigeria: ’\< \
High Initial Costs: Sustainable construction often requires signi front investment in

materials, technology and certifications. Many developers luctant to incur these costs

without clear incentives or guarantees of financial retult\ :

(e

Limited Awareness: There is a lack o ess among developers, financiers and
policymakers about the benefits and me %sms of green financing. This knowledge gap

hampers the adoption of sustainabl&ﬁ%}tices.
Regulatory and Institu ’oebarriers: Nigeria’s regulatory framework for green financing

is still evolving. sence of standardized guidelines and incentives can deter
[ ]

stakeholders fr@rsmng sustainable real estate projects.

Acc@nance: High interest rates and limited availability of green financial products

make it challenging for developers to secure funding for sustainable projects.
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2.18.4 Strategies to Enhance Green Financing

Incentives for Developers: Policymakers can introduce tax breaks, subsidies and grants for
developers who invest in green projects. For instance, providing lower land-use charges for

green-certified buildings could encourage more developers to adopt sustainable practices.

Capacity Building: Training programs and awareness campaigns can educat ch olders
about the benefits and processes of green financing. Initiatives led by organiz :ons like the

Nigerian Green Building Council could play a vital role in this regaré\

Public-Private Partnerships: Collaboration between gove@nts, private sector players
and international organizations can mobilize resourcgo;green financing. Public-private

partnership can also share risks and reduce the fin ('gburden on individual developers.

Improved Regulation: Establishing clea guSelines and standards for green financing can
[ ]
create a more conducive environn@r sustainable real estate development. This includes

integrating sustainability crim@g{) land-use planning and building codes®’.

\

2.19 The Influence wacro—Economic Factors on Real Estate Lending

Macro-econgmic factors play a crucial role in shaping the dynamics of real estate lending, as
they. di\@impact the willingness and ability of commercial banks to finance development
projects. These factors include economic growth, inflation, interest rates, unemployment,
fiscal policies and exchange rate stability. Understanding how these variables influence real
estate lending provides insights into the financial landscape and helps stakeholders adapt to

changing economic conditions.
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2.19.1 Economic Growth and Real Estate Lending

Economic growth is a significant driver of real estate development and financing. In periods
of robust economic growth, increased employment levels and higher income drive demand
for residential and commercial properties, prompting banks to expand their lending
portfolios®. Conversely, during economic downturns, reduced income and busines%ctivity
often lead to a decline in real estate demand, causing banks to adopt strict g criteria

>

In Nigeria, for example, sustained Gross Domestic Product (GDP)\growth between 2010 and

to mitigate risks.

2014 resulted in increased investments in real estate, pa arly in urban areas like Lagos
and Abuja. However, subsequent economic con a@ due to oil price fluctuations and

global economic shocks reduced the availabijlit edit for real estate development®.

2.19.2 Inflation and Real Estate Fiﬂ@s
&

Inflation affects real estate 1&@ y influencing both borrowing costs and property values.
High inflation leads to\'%%ed interest rates as central banks tighten monetary policy to

curb price rises T@ turn, raises the cost of borrowing, making loans less affordable for

developers a@buyerslo.

Morw, inflation can erode the purchasing power of potential property buyers, reducing
demand for real estate. On the other hand, inflation often leads to property value appreciation,
which can benefit investors and developers but might make real estate less accessible to

average consumers. Banks must carefully balance these opposing effects when designing

lending policies.
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2.19.3 Interest Rates and Loan Accessibility

Interest rates, controlled by central banks, are a key determinant of real estate lending. Low
interest rates encourage borrowing by reducing loan repayment costs, thus stimulating real

estate development. Conversely, high interest rates make loans more expensive, discouraging

developers and buyers from seeking financing*!. Q\

For instance, the Central Bank of Nigeria's (CBN) monetary policies, suchias ;Tustments to
the Monetary Policy Rate (MPR), directly influences mortgage an@s ction loan rates.
During periods of monetary tightening, real estate develop@ e challenges in securing

affordable financing, slowing the pace of new projects. Q

Q

2.19.4 Exchange Rate Stability and Real Estate cing

O

In economies with significant foreign in éhent in real estate, exchange rate stability is a
[ ]

critical factor. Currency volatility @ses the risk for international investors, potentially

deterring capital inflows intd&gﬂ estate sector*!. Developers reliant on imported materials

for construction are al@ted by exchange rate fluctuations, as higher import costs can
inflate project bfi@d impact loan repayment capacity.

For exan@n Nigeria, frequent naira devaluations have raised the cost of building
matw increasing financial pressures on developers and discouraging banks from

financing high-risk projects.
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2.19.5 Fiscal Policy and Government Interventions

Government fiscal policies, including taxation, subsidies and public spending, significantly
influence real estate lending. Tax incentives for developers, such as reduced property taxes or
investment credits, can encourage more borrowing and development. Conversely, increased

taxation on real estate transactions can dampen market activity and reduce bank lend.\g‘“.

Public spending on infrastructure projects, such as roads, water supply aanj;ricity, often
enhances the viability of real estate developments. For ins@, the Ogun State
Government’s infrastructure investment in the Sagamu-Ab@uﬁterchange has spurred

real estate activities in the region by increasing accessibil and values®!.

>
S

Unemployment levels directly affect hou '%demand and, by extension, real estate lending.

2.19.6 Unemployment and Housing Demand

High unemployment reduces dis@‘}e income and housing affordability, leading to a

decline in real estate transacn'® éanks, in turn, become more cautious in extending loans to

developers and buyers &@eriods of economic stagnation'?.

2.20 Real Esta@per

The real developer is the person or an institution that coordinates the development
procéx%le primary participant in every stage of the project, from inception to completion,
is the real estate developer. The people who organize the processes that transform concepts

on paper into completed projects are real estate developers.
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After the developer finds the land, he determines his target tenants and project. Then, after
meeting the financial and legal requirements, it completes the process by renting or selling it

after the construction is finished for the designated use.

In the real estate market, developers can be classified based on their expertise in a particular
subject.

Land Developers: They strive to make the property developable by lifting th: ibition on
building on individual parcels. Then, they sell the property pjﬁbith finished
infrastructure to end customers or other developers.

Speculator Developers: These types of developers develop ﬁﬁe for their own benefit.
Their goal is to gain value over real estate. Speculatc@:ild their properties with low
operating and maintenance costs in mind if they p%@p them for a long period.
Commercial Builders: these are developera@%velop the property for sale during or after

construction. They sell the property ¢ )g%ve built at a low selling price without finding a

tenant or at a high price by guarantﬁggto find a tenant.

Paid Developers: they a@th the property owner and manage the development for a fee.

All phases of the dewmen‘t process have been experienced by the developers in this group.

Developers&gu#ating and Transforming; this type of developers, on the other hand,
0

carry m@be

an existing property®®.

pment tasks in a way that adds value by updating or altering the function of
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2.21 Profiles of Commercial Banks and Developers

The profiles of commercial banks and real estate developers are critical in understanding
their roles in financing real estate projects. These profiles include the structural, operational

and financial characteristics that influence their ability and willingness to engage in real

estate development financing. *

2.21.1 Commercial Banks' Profiles ’\< ,:

Commercial banks, as financial intermediaries, are primarily inv; mobilizing deposits
and extending credit to various sectors, including real estate. @Jeokuta, banks are typically
categorized into tiered structures based on asset size, @to er base and lending capacity>’.
Local and regional banks often have limited cap@ serves compared to their national or

multinational counterparts, which restricts ﬂ@bﬂity to finance large-scale developments.

.
Many banks in Nigeria, including&ﬁ;\s\' in Abeokuta, prioritize low-risk ventures'?. Their
lending decisions are inﬂueh@% stringent regulatory policies, macroeconomic instability
and the inherent risks O@%state investments. Additionally, the Central Bank of Nigeria's
financial inclusi T@es have encouraged these banks to diversify their loan portfolios, but

the high def@ra es in the real estate sector remain a deterrent®.

O
Banlé\%) employ specific criteria when assessing real estate projects, including the
developer's track record, projected cash flows and collateral value. Most banks prefer
financing projects that demonstrate high pre-leased spaces or secure long-term revenue
streams®. This trend is consistent with findings in other developing economies where

financial institutions adopt risk-averse lending practices®.
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2.21.2 Developers' Profiles

Real estate developers in Abeokuta play a critical role in shaping urban landscapes. They are
primarily responsible for identifying viable projects, securing funding and managing
construction activities. However, developers in this region often face significant challenges,

including limited access to credit, rising construction costs and regulatory bottleneel{

Developers' financial profiles are diverse, ranging from well-capitalized ﬁ@h access to
equity and debt markets to smaller entities reliant on bank loans. Ab@ o of developers in
Abeokuta depend solely on bank financing due to the unavﬁ a@ of alternative funding

sources like private equity or venture capital®®. This depé @ increases their vulnerability

to fluctuations in bank lending policies. &Q

Additionally, many developers in the regi&@gﬁhe technical expertise and robust project
documentation required to secure ﬁn&@Banks often report inadequate feasibility studies
and weak financial projections aéi?)ns for rejecting loan applications'2. This underscores

the need for capacity b%@s\nd stronger developer-bank collaborations to enhance access

to finance.
Q
i

2.22 Conce@f illingness
WillMss refers to the inclination or readiness of individuals or organizations to undertake
a particular action or decision based on a set of influencing factors, such as perceived

benefits, risks and external conditions®®. In the context of commercial banks' willingness to

finance real estate development, this concept involves their readiness to allocate resources
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toward projects in a manner aligned with organizational goals, risk tolerance and regulatory

frameworks.

Willingness is often conceptualized as a psychological or behavioral response influenced by

internal and external factors. It is not merely a passive state but an active choice based on

perceived feasibility, benefits and alignment with objectives. Willingness ir%ancial

contexts is shaped by the perceived profitability of the investment, markcj ions and
c

From a legal standpoint, willingness is often tied to the fulfil en% ontractual obligations

regulatory support’’.

and adherence to regulatory frameworks. Willingness i@s context is influenced by the
clarity of laws, enforceability of contracts and pro eqr'& of rights. For instance, in real estate,
willingness to finance projects may depend on and titles, efficient property registration
systems and streamlined legal processe Nmbiguities in legal documentation, such as

unclear land ownership, can under@\he willingness of stakeholders to engage in financial

commitments®$, . &

The socio-economic perspective of willingness relates to how economic conditions and
[ ]

social dynamic@wnce decision-making. For example, commercial banks’ willingness to

finance rm&te development is often tied to the economic viability of projects and their

impa local communities*®. Factors such as affordability, housing demand and potential

job creation also shape willingness, with banks more inclined to fund projects that address

societal needs, such as affordable housing schemes.
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Culturally, willingness is shaped by societal values, norms and attitudes toward risk and
investment. In many societies, cultural emphasis on property ownership and inheritance
drives higher willingness among individuals and institutions to invest in real estate®®. On the
other hand, cultures that prioritize communal or temporary living arrangements may exhibit

lower willingness to engage in property financing or long-term real estate investmei

Politically, willingness reflects the readiness of governments or instit i@% support
initiatives based on policy priorities and governance structures: (géments show
willingness to promote real estate development by implementing ve policies, offering
tax incentives, or establishing public-private partnershipszg.@versely, political instability

or policy inconsistencies can reduce willingness amo@aa s and developers to engage in

long-term projects, as seen in regions with ﬂuctua@gvemance standards*!.

X

In banking, willingness entails readine % rovide financing, influenced by factors like
creditworthiness, collateral value, K@ﬁar et demand. Willingness is dynamic, fluctuating

with changes in economic ¢ d}.&gfs and government policies®’.

2.23 Willingness osf&&ercial Banks in Financing Real Estate Development
The willing@ of commercial banks to finance real estate development is influenced by
thei@on of risk, profitability, market trends and regulatory support. The willingness

to engage in such financing is shaped by specific local and national factors, including

economic conditions, the maturity of the real estate market and the policy environment.
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2.23.1 Risk Perception and Management

One of the most significant determinants of willingness is the level of perceived risk
associated with real estate investments. Commercial banks view real estate development as
high-risk due to factors such as market volatility, uncertain demand and the long-term nature
of real estate projects*'. This perception is heightened in emerging markets like a%okuta,
where the legal and institutional frameworks for real estate transa @Qre often

S

To mitigate risks, banks in Abeokuta adopt conservative lendi %ﬂices, such as requiring

underdeveloped?.

substantial collateral, imposing high-interest rates and p Zing developers with a proven
track record. Additionally, the use of modern credit qg%tion tools and risk analysis models

has improved the ability of banks to make info ending decisions'®.

2.23.2 Profitability and Returns '@
Profitability is another critit or influencing banks' willingness to finance real estate
projects. Real estate d&&ent offers potentially high returns due to the appreciation of

property values %me from rentals or sales. However, in Abeokuta, the profitability of

real estate p@cts is often affected by cost overruns, delays and market inefficiencies®?.

O

Banw more willing to finance projects that demonstrate strong revenue potential, such as
high-demand residential housing or strategically located commercial developments. Pre-
leased projects or developments with secured buyers are more likely to receive financing, as

they offer predictable income streams and lower risks.
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2.23.3 Market Trends and Opportunities

Market conditions and opportunities play a significant role in shaping the willingness of
banks to finance real estate development. In Abeokuta, the growing urban population and
increasing demand for affordable housing have created opportunities for real estate

investments'3. Banks have responded to these trends by exploring partnersb.&& with

developers to address housing shortages. : 0

However, challenges such as inadequate infrastructure and risin ction costs have
tempered this enthusiasm. The willingness of banks is fu@ influenced by the sector's
cyclical nature, with lending activity increasing duri\@e ods of market growth and

declining during downturns'#, &Q

2.23.4 Regulatory and Policy Environme@Sb

The regulatory and policy environ@ in Nigeria has a direct impact on the willingness of
banks to finance real estate® &%s aimed at promoting housing and urban development,

such as tax incentives%gvemment—backed loan guarantees, have encouraged banks to

participate in redg@yﬁnancingg.

Converse@trictive policies, such as limits on Loan-To-Value (LTV) ratios and high
capiavserve requirements, have constrained banks' ability to extend credit to the sector.
Inconsistent policy implementation and regulatory bottlenecks remain significant barriers to

increased lending in the real estate market!?.
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2.23.5 Developer-Bank Relationships

The quality of the relationship between developers and banks significantly influences
financing decisions. Trust and effective communication are critical to fostering these
relationships. Banks are more willing to finance developers who provide transparent project
documentation, maintain good credit histories and demonstrate strong m ement
(O

In Abeokuta, the lack of structured developer-bank collaborations @l%en identified as a

capabilities!>.

challenge. Developers often cite cumbersome loan approv@ sses as a barrier, while
n

banks highlight inadequate project documentation and p
for rejecting loan applications'®. &Q

2.23.6 Social and Environmental Consid@s

cial management as reasons

In recent years, banks have beco@hcreasingly aware of the social and environmental
implications of their lending'@%'es. Projects that align with sustainable development goals
or address housing deﬂs@& more likely to receive support'®. However, the willingness to

finance such pr %@yontingent on their economic viability and alignment with the bank’s

strategic objﬁves.
Q0

2.24 ors Influencing Willingness in Real Estate Development Financing

Risk Perception: Banks assess the risks associated with financing real estate projects, such

as borrower defaults, market volatility and legal uncertainties. Risk perception significantly
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affects their willingness. Banks are more willing to finance projects with robust risk

mitigation measures, such as government guarantees or collateralized loans®.

Regulatory Environment: Supportive regulatory frameworks and incentives play a key role
in shaping willingness. For instance, Ogun State’s efforts to streamline property registration

through the Homeowners’ Charter have positively impacted banks’ readiness iq\ﬁnance

projects by reducing legal risks. : 0

Economic and Market Viability: The profitability of real estate @s, determined by
factors like demand, location and infrastructure, inﬂuence@i ingness. Banks are more

inclined to invest in markets with predictable returns and @na economic volatility®2.

Q

Institutional Confidence and Collaboration: P@ hips between banks, developers and
government bodies enhance trust and @ perceived risks. Collaborations through
initiatives like Ogun State Economic’f\% ormation Project (OGSTEP) create an enabling

environment that boosts banks’ v@hgness to participate in real estate financing®’.

Developer Credibilit@ack record of developers, including past project success and
financial stabili ,@a critical role in influencing willingness. Established developers are

more likely @ecure financing*.

O

Tecl}tqy)gical Integration: Adoption of innovative technologies, such as blockchain for
property verification or data analytics for risk assessment, enhances transparency and reduces

uncertainty, thereby increasing willingness®.
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2.25 Real Estate Lending Risks

Real estate lending presents unique risks for commercial banks, including credit risk, market
risk and operational risk. Credit risk, the possibility that borrowers will default on loan
obligations, is particularly high in the real estate sector due to its cyclical nature and
sensitivity to economic fluctuations’!. Market risk arises from changes in propeﬁg&Ialues,
which can affect collateral recovery if borrowers default. Furthermore, ope isk, such
as inaccuracies in property valuation or legal issues during foreclosur&rifpose banks to

significant financial losses’!. Risks demands that banks implem st risk management

framework to assess monitor and control exposures effective@

2.25.1 Risk Assessment and Credit Evaluation ig!@state Lending

To minimize exposure, commercial bank aily assess borrowers' creditworthiness and

the value of collateral in real est&@sactions. Risk assessment models incorporate

borrower credit scores, ﬁnancial@hi ity and project feasibility to determine the probability

of loan repayment. Acm§d'@~§3, credit evaluation for real estate projects includes detailed

appraisals of propert& es, debt-to-income ratios and market conditions, which help bank
o \’

to assess the barroyer’s repayment capacity. Additionally, commercial banks may conduct

scenario es to gauge the impact of economic downturns on property values, allowing

them\%fust loan terms or interest rates accordingly’*.

Beyond individual borrower assessments, banks also consider sector-specific risks, such as
the potential for real estate market downturns. Studies indicate that banks often limit their

exposure to real estate during periods of high economic uncertainty, favoring safer, more
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liquid assets’>. This cautious approach is crucial for banks, as it prevents overexposure to

volatile market segments and protects their balance sheets in times of market distress.
2.25.2 Risk Mitigation Strategies in Real Estate Lending

Commercial banks employ various strategies to mitigate risks associated with real estate
lending. Collateralization is a primary risk mitigation tool, with real estate as Qﬁing as
collateral for loans. Banks use conservative Loan-To-Value (LTV) ratios 'to efiSure that the
collateral value covers a significant portion of the loan amount. S@s by’® indicate that
banks often set LTV ratios between 60% and 80% for real @)ans to protect against
declining property values. Additionally, banks use int te adjustments and flexible
repayment terms to reduce credit risk. Variabl§@t rates, for instance, help banks

cushion against inflation and economic shift§ thf@

affect borrowers' ability to repay.

Insurance is another common risk igation strategy. Many banks require borrowers to
secure mortgage insurance or ti@usurance to protect against unforeseen events, such as
[ ]

property damage or leg%@es over property ownership. These insurance policies reduce

the financial risk for Bank¥ in case of default or property devaluation, enhancing the overall

security of real \gstafe loans”’.

2.25.3 I@atory Requirements and Compliance in Risk Management

N

Regulatory requirements play a crucial role in shaping banks' risk management practices. In
Nigeria, the Central Bank of Nigeria (CBN) has issued prudential guidelines that mandate
commercial banks to maintain capital adequacy ratios and other risk management measures

to safeguard against loan defaults. These guidelines require banks to hold capital reserves
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proportional to the riskiness of their loan portfolios, which includes real estate lending.
CBN’s capital adequacy requirements help banks absorb losses from non-performing loans

and support systemic stability within the banking sector’®,

Further regulatory oversight comes from the Nigerian Mortgage Refinance Company
(NMRC), which offers refinancing options to commercial banks, enabling the%fﬂoad
part of their real estate loan portfolios. The NMRC’s support allows ba Q pand real
estate lending while mitigating the risk of holding illiquid assets. P@a ry compliance

adds administrative costs for banks, which may affect their lendi ity and profitability

in the long term”. 0

2.25.4 Challenges in Implementing Risk Manag&u@’ractices

Despite the importance of risk managemem,\\@lfgercial banks in Nigeria face challenges in
implementing effective risk managem@actices in real estate lending. A major challenge
is the valuation of real estate @eral, which can be subjective and fluctuate based on
market conditions. Vari i@n property appraisal methods can result in discrepancies in

property values, affecting"the accuracy of risk assessments. Inadequate valuation practices
[ ]

expose banks t@teral risks, as the actual value of a property may be lower than initially

estimated
Q0

Additionally, economic volatility and inflation in Nigeria complicate banks' ability to
manage long-term risks in real estate lending. The uncertainty of inflation affects the
purchasing power of borrowers, increasing the risk of defaults. Furthermore, high inflation

rates diminish the value of bank assets, reducing the security that real estate collateral
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provides®!. Legal challenges, such as lengthy foreclosure processes and unclear land titles,
also pose obstacles to collateral recovery, hindering banks from realizing the full value of

real estate collateral in cases of default®.
2.25.5 Emerging Trends and Technologies in Real Estate Risk Management

In recent years, technological advancements have introduced new tools for ris @ement
in real estate lending. Digital platforms and data analytics are transforming risk assessment
by enabling banks to analyze large datasets on borrower behav@ perty trends and
economic indicators. With predictive analytics, banks can fo &tenﬁal risks and adjust

their lending practices accordingly. The adoption of ﬁnt@o utions in risk management is

helping banks enhance their due diligence p:oc@ leading to more accurate risk

®%

Additionally, blockchain technology® @potential improvements in property verification

assessments and better loan performance®’.

and transparency, particularly it%%fa?lon to land title authenticity and ownership history.

Blockchain can help b@fy property details with greater accuracy and speed, thereby

reducing operational risks“and preventing fraud. Although blockchain use in Nigerian banks

is still limite® technology represents an emerging opportunity to strengthen risk

managem actices®.

2.26 Regulatory Compliance and Commercial Banks’ Involvement in Real Estate

Regulatory compliance plays a critical role in shaping commercial banks' involvement in real
estate financing. In Nigeria, the Central Bank of Nigeria (CBN) and other regulatory

authorities set policies and standards for banking operations, including lending practices,
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interest rate limits, and risk management protocols. Compliance with these regulations is
essential for banks to operate legally and avoid penalties, but stringent regulations can
sometimes discourage banks from engaging heavily in real estate financing. Regulatory
bodies, for example, may impose limits on the percentage of a bank’s total assets that can be

allocated to real estate lending, a measure aimed at minimizing risk in volatile sectci

The Central Bank of Nigeria has also implemented several policy initiative @%note real
estate financing, including incentives for mortgage lending and capit&lr development
for real estate investment. Such initiatives aim to make real esta Qng more accessible,
supporting developers and ultimately contributing to mic growth’”. However,
regulatory challenges such as high interest rates, C(@l approval processes and legal
obstacles around property rights continue to hi&he growth of real estate financing,

particularly for commercial banks. @

.
2.27 Commercial Banks’ Risk M{ag\ment in Real Estate Financing
R\
One of the most critic @s of real estate financing by commercial banks is risk
management. Banks employ a variety of risk mitigation strategies to safeguard against
.

potential defaults arid losses associated with real estate projects. Common strategies include
requiring ntial collateral from developers, setting stringent credit assessment criteria
and B@%ﬂly analyzing the potential return on investment (ROI) before approving loans.
Collateral requirements typically include properties or assets that match or exceed the loan

value, serving as security in case of default. This ensures that, even if the project fails, the

bank has assets to reclaim a portion of its losses.
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Additionally, commercial banks in Nigeria use credit risk assessments as a key component of
their decision-making process for real estate loans. This includes evaluating the financial
stability of the borrower, market conditions and the feasibility of the project itself. High-risk
projects are often subjected to increased interest rates to compensate for the elevated risk or
may be denied financing altogether?®. For real estate developers, these stringent lending

criteria may limit access to financing, especially for those unable to meet collé@%‘nands

or high credit scores. ’\< \

Another significant factor in banks' risk management ap Qis their focus on
diversification. By diversifying their loan portfolios acro@ferent types of real estate
projects, banks reduce their exposure to any singk@r ect or sector downturn. This
diversification often includes a balance between %"@ntial and commercial property loans,
as well as varying loan amounts, which he@tlga‘[e overall risk. Banks’ ability to manage
risk effectively influences their willh@ to provide financing for real estate projects, as

well as the terms under which su@inancing is offered.

2.28 Factors Inﬂuenb@&ommercial Banks' Willingness to Finance Real Estate

Development Q:\\%

Several f: influence commercial banks' willingness to finance real estate development,
parti}bl;c@y in Ogun State, Nigeria. One of the primary factors is economic stability. In times
of economic uncertainty, banks tend to be more cautious in their lending practices, leading to
stricter lending criteria and reduced willingness to finance real estate projects’. Conversely,
in a stable economic environment, banks are more likely to engage in real estate financing,

driven by the potential for higher returns.
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2.28.1 Regulatory Frameworks

The regulatory frameworks play a significant role in shaping banks' lending decisions. In
Nigeria, the regulatory environment for real estate financing has been evolving, with various
policies aimed at encouraging investment in the sector!®. However, stringent regulations and
compliance requirements can sometimes deter banks from financing real estate%ojects,
2.28.2 Risk Assessment 6\

especially if the perceived risks outweigh the potential benefits.

This is another critical factor. Banks conduct thorough risk aments before committing to
real estate financing, considering factors such as projec& ity, the developer's track record
and the overall market conditions®. Projects th@fb deemed too risky may not receive
financing, or may only be financed under s@conditions, such as higher interest rates or
the requirement for substantial collh%z%Banks generally prefer financing projects with
well-established developers .and @e hat show a high probability of successful completion,
backed by thorough feasi i@udies. Factors such as the borrower’s credit history, financial
stability and past projéct performance are critically assessed to determine creditworthiness™.
Higher-risk bo ov:\s' or projects in economically unstable regions, like Ogun State, may

find it di to obtain bank financing or may face higher interest rates and collateral

requ}c'r%nts.

2.28.3 Return on Investment

Projects located in prime urban areas with high demand for commercial or residential

properties are more likely to secure financing, as they present a lower risk of default and
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higher potential returns. On the other hand, projects in less developed areas, which may
struggle to attract tenants or buyers, are often considered riskier by banks, impacting their
willingness to offer financing®’. This risk assessment is a critical part of the credit evaluation

process and directly affects the terms and availability of real estate financing in Nigeria.

2.28.4 Interest Rates Q*

Interest rates have a direct impact on the affordability and accessibil@real estate
financing. Higher interest rates increase the cost of borrowing, ma@i more difficult for
developers to secure loans and complete projects within budget. I\Nigeria, the high interest-
rate environment has limited the ability of many devo finance projects through
commercial banks®’. Interest rates are often adjust db& on inflation and monetary policies
set by Central Bank of Nigeria, which can fluctuations in the cost of real estate
financing over time. For instance, a rise \mterest rates leads to increased loan repayment
.
costs, affecting developers' ability ‘g{@td ong-term financing for projects. When combined
with the effects of inflation nstruction materials and labor, these high-interest rates

N\

create barriers for deve and, in turn, for banks, which face a higher risk of loan defaults
due to increase{@l strain on borrowers.

2.28.5 Di cation and Portfolio Management

To manage risk effectively, commercial banks often diversify their loan portfolios across
different sectors, including real estate, agriculture, manufacturing and services. This
diversification allows banks to spread risk across various economic sectors and avoid

overexposure to any single industry. In real estate, diversification can mean funding a mix of
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residential, commercial and industrial projects, reducing the bank’s risk by balancing more
volatile projects with stable ones. For banks, diversification acts as a buffer against potential

market downturns in real estate, which may otherwise cause significant financial losses.

Additionally, some banks opt to limit their exposure to the real estate sector in response to
regulatory policies that discourage over-concentration in high-risk areas®®. In Nigeria, real
estate development often carries heightened risk due to uncertain property %nditions,
making portfolio diversification an important strategy for banks to p&geir assets. By

balancing their investments across sectors, banks can maintain liqui and ensure stability,

even if real estate projects underperform. 0

2.28.6 Market Conditions &Q

These are also a determining factor in bank\\“@’glgness to finance real estate development.
In markets with high demand for re;&l{gt' , banks are more likely to finance development
projects, as the likelihood of. selli%{r?easing the properties is higher®’. On the other hand, in
markets with low dema @ersupply, banks may be hesitant to finance new projects due

to the increased risk Qn ncial losses.

2.29 Strate to Improve Commercial Banks' Participation in Real Estate Financing

O

To MSS the challenges identified, several strategies can be implemented to improve
commercial banks' participation in real estate financing. One effective strategy is the
development of risk mitigation mechanisms. Banks can reduce their exposure to risk by

adopting measures such as insurance, credit guarantees and partnerships with other financial
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institutions®>. These mechanisms can help banks manage the risks associated with real estate

financing, making them more willing to finance development projects.

Building the capacity of bank staff to understand the nuances of real estate financing,
including market dynamics and project evaluation which can improve decision-making

processes. Specialized training programs for credit officers in real estate ﬁnm&g can

increase banks' willingness to lend to the sector!*. : 0

Another strategy is the enhancement of regulatory frameworks. c@n’\kers can create a
more conducive environment for real estate financing by str @ ng regulatory processes,
reducing compliance costs and providing incentives for b fi

nance real estate projects’’.

By making the regulatory environment more su%p& , banks may be more inclined to

NSl

Capacity building for developers is'@ rucial. By providing training and resources to

participate in real estate financing.

developers, banks can help therréprove their financial management and project planning
skills, reducing the ris @ct failure®. This, in turn, can increase banks' confidence in
0J

financing real estat

risks involved. ( \,

cts, knowing that developers are better equipped to manage the

Prov@ incentives for banks that finance affordable housing or infrastructure-related
real estate projects can encourage greater participation in the sector. Targeted tax reliefs

could stimulate lending and address housing deficits in cities like Abeokuta'3.
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Investments in infrastructure such as roads, water supply and electricity can enhance the
viability of real estate projects, thereby attracting bank financing. The well-serviced areas are

more likely to receive financial support from banks due to their higher market potential'3.

Collaborative arrangements between government agencies and private banks can provide the
resources and risk-sharing mechanisms needed for large-scale real estate pI‘O_]e Pubhc
Private Partnerships have been instrumental in overcoming funding gapi @ Lidressmg

housing deficits!®.

Finally, market stabilization efforts can enhance banks' w % to finance real estate
development. Efforts to stabilize the real estate market, 6promotlng balanced supply
and demand, improving infrastructure and suppo 1% nomic growth, can reduce market
volatility and make real estate projects more at e to banks*?. By creating a more stable
market environment, banks may be moge\' mg to invest in real estate financing.

.

c_)\

2.30 Alternative Sources of Re@tate Financing in Nigeria
2.30.1 Real Estate Invﬁ%&t Trusts (REITS)

They are pub@y\or privately traded investment vehicles that allow individuals and
institutio nvest in income-generating real estate without direct property ownership.
REI?I\S{er an accessible means for the public to invest in large-scale commercial and
residential properties, which would otherwise require substantial capital. Nigerian REITs
have shown potential for growth, driven by increasing demand for diversified investment
portfolios®®. However, challenges such as low investor awareness, regulatory hurdles and

limited liquidity have constrained REIT expansion in Nigeria. Despite these challenges,
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REITs are viewed as a promising financing source, particularly for large-scale projects where

conventional bank loans may not suffice.
2.30.2 Private Equity and Venture Capital

It has emerged as viable sources of financing in the Nigerian real estate market, ;&ulaﬂy
for high-risk projects or those with long gestation periods. Private equit s ‘'invest
substantial capital in exchange for ownership stakes, allowing dery s to fund
construction and operational expenses. Private equity financing is b1 1 because it aligns
the interests of investors and developers, often resulting in st% ormance incentives and
management expertise®’. While venture capital is less co in the real estate sector, there
has been growing interest in property technolo (p@ch) firms that enhance real estate

operations through technology®®. Despite thf vantages, private equity’s high return

expectations and exit requirements can @nge real estate projects, especially in unstable

economic conditions®’. \(—)\

2.30.3 Crowd FundinggQ\
Crowd funding h@d popularity in Nigeria as an alternative real estate financing source,
particularly %small to mid-scale projects. By pooling funds from multiple small investors
via nl@atforms, crowdfunding offers developers access to a diverse pool of capital.
Crowdfunding also enables retail investors to participate in real estate investments with lower
entry costs than traditional investments. Real estate crowdfunding in Nigeria has expanded

rapidly, though it remains largely informal and unregulated®. These platforms present unique
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challenges, such as investor risk and platform reliability and would benefit from regulatory

frameworks to protect investors and ensure transparency®’.
2.30.4 Government-Supported Financing Schemes

The Nigerian government has initiated various programs to improve real estate financing and
promote affordable housing. The National Housing Fund (NHF), managed ederal
Mortgage Bank of Nigeria (FMBN), provides subsidized loans to support,“Homebuyers,
although developers also benefit indirectly by accessing a larger n@t f eligible buyers.
The NHF has facilitated access to affordable housing but is n@ed by limited funding,
high bureaucratic requirements and the slow disbursrocess. Other government
schemes, like the Family Homes Fund (FHF), als pfb% affordable housing financing and

have begun to address the housing deficit, pQrti in underserved areas’'.

N\

The Real Sector Support Facility (RS another government initiative that provides low-

interest loans to developers inve@g in economically beneficial real estate projects, such as

residential and commerci erties. The RSSF has enabled developers to access financing

at competitive rates, aﬁough the administrative complexity and lengthy application
S

processes limi®

financing ns a vital support for real estate development, particularly in the affordable

hous,}ig%egment.

2.30.5 Cooperative Societies and Microfinance Institutions

idespread adoption®?. Despite these obstacles, government-backed

Cooperative societies and microfinance institutions provide accessible and relatively

affordable financing for real estate projects, particularly in underserved markets. Cooperative
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societies pool resources from members, allowing them to offer loans to members for real
estate purchases or construction. Cooperative societies are instrumental in rural and low-
income housing development, where conventional financing is often inaccessible®®.
Microfinance Institutions (MFIs) also play a role by providing small loans to individuals or
small-scale developers for housing projects. However, the high interest rates on microfinance

loans pose a challenge to borrowers, reducing the affordability of this financin n*,

2.30.6 Securitization /\Q/

Securitization of real estate assets is a more advanced alten@lancing option gaining
traction in Nigeria. This involves pooling real estate loan rtgages into securities, which
are then sold to investors. Securitization allows d 638 to raise capital through the sale of
asset-backed securities while enabling banks t ad risky loans from their balance sheets,
improving liquidity. However, the Nigeri Xcuritization market is still underdeveloped due
[ ]
to regulatory challenges and a lim@investor base, which hinders widespread adoption®.
Nonetheless, experts believC&%ith proper regulatory support and market development,

securitization can beco@ble means of financing for large-scale real estate project.
2.30.7 Islamic @ég

Basd\/@aria—compliant principles, has emerged as an alternative financing method for
real estate projects in Nigeria. Islamic financial products, such as Sukuk (Islamic bonds),
prohibit interest and are structured as asset-backed investments, making them attractive for
developers seeking alternative funding sources. Islamic financing has gained traction in

Nigeria’s real estate market, particularly for projects in Muslim-majority regions®*. However,
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Islamic financing requires specialized knowledge and regulatory frameworks, which can

pose barriers to entry for developers unfamiliar with its principles.
2.30.8 Green Bonds and Environmental Social and Governance (ESG) Investments

With global trends favoring sustainable development, green bonds and ESG invgstments
have become popular alternative financing sources in Nigeria. Green bonds Q%apital
specifically for environmentally friendly projects, including energy-efficient Buildings and
low-impact infrastructure. ESG-focused financing is growing in Ni’ real estate sector,
driven by increased awareness of sustainable practices an 'I@ws from international
investors®. However, the lack of local regulatory sup g

high costs associated with

obtaining ESG certifications can limit the adoptiin@een financing in the Nigerian real

NS
2.2 Theoretical Framework ° 5\%

Real estate financing by cm@g{al banks can be understood through several theoretical

estate market.

lenses, primarily focush@u isk management, credit allocation and market efficiency.
2.31.1 Credit @ry

The Cr ’Qisk Theory posits that banks’ lending decisions are heavily influenced by their
assessment of the borrower’s ability to repay the loan, which is a critical factor in real estate
development financing. The theory suggests that banks evaluate real estate projects by
considering the developer's financial strength, project viability and potential risks such as

market volatility and economic downturns®. However, this theory will be applicable to
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objective four to determine the factors influencing willingness of commercial banks in real

estate development finance.

2.31.2 Agency Theory

Another relevant theoretical framework is the Agency Theory, which examines the
relationship between the principals (banks) and agents (developers). Accordin Qixsheory,
information asymmetry and moral hazard can lead to suboptimal invest eribmcisions by
developers, thereby increasing the risks for banks!®’. This pe@tl ¢ highlights the
importance of thorough due diligence and risk mitigation str@je y banks when financing

real estate projects. Agency theory will be applicable to ove three, which is to assess the

willingness of commercial banks in financing real g&velopment.

2.31.3 Supply-Demand Theory ®%

The Supply-Demand Theory of re@e markets also plays a crucial role in understanding
the dynamics of real estate f@%g. This theory suggests that the willingness of banks to
finance real estate proﬁ%%nﬂuenced by market demand for real estate products and the

supply of availté\’@frtieslm. In regions with high demand and limited supply, banks may
g fo

be more wilh finance real estate projects, anticipating higher returns on investment.

Sup ly@nd theory will be applicable to objective three to know the willingness of

commercial banks in financing real estate development.
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2.3 Review of Empirical Studies

Empirical studies have explored the profiles of commercial banks and their role in financing
real estate. Commercial banks play a vital role in mobilizing financial resources for real
estate projects by assessing developers' financial capacity and project feasibility’. In Ogun
State, local banks typically prioritize low-risk ventures, while larger banks have tlf%pacity
to finance large-scale developments®. Real estate developers, on the other in their
financial strength and technical capabilities. Many developers relied/more 0n commercial
banks as their primary funding source especially in growing u Dfers like Abeokuta®.

However, limited access to equity funding often constrai ir ability to execute large

projects. QQ
O
Empirical studies have identified the financin esses adopted by commercial banks to
support real estate development. The first %ess begins with a loan application, followed by
.
rigorous credit assessments and ris{@uaﬁons“. Banks in Abeokuta require comprehensive
project documentation, inclu@%sibility studies and financial projections, to approve real
estate loans''. The dlﬂ@%&nt of funds typically occurs in tranches tied to project
milestones. T 'S’\Q%ed approach reduces financial mismanagement and ensures

accountabilify. Despite these measures, delays in approvals due to incomplete

doa@n or land ownership issues often hinder the process in Ogun State.

The willingness of commercial banks to finance real estate projects is influenced by various
factors, including economic conditions, risk perceptions and collateral availability. Banks are
cautious about real estate financing in Abeokuta due to concerns over market volatility and

regulatory uncertainties”. Banks are more willing to finance projects with strong financial

87



backing and clear revenue streams®. Developers with proven track records are more likely to
secure financing compared to new entrants with limited experience®. High interest rates and
inflation further impact banks' willingness, as these economic conditions increase default
risks. The willingness of banks to finance real estate gave broader economic indicators such
as inflation and Gross Domestic Product growth®’. The study used data from 25 banks over
five years, demonstrating that periods of economic stability saw a 30% rise Qea estate
financing approvals. Conversely, during periods of high inflation, lending\reduced by 18%,

underscoring the sensitivity of the sector to economic trends. Q

Several factors influence commercial banks' willingness t@nce real estate projects in
Abeokuta. The factors include economic stability, regulatory’frameworks and risk perception
as the key determinants*. For instance, high—inteé@tes and inflation increase borrowing
costs, discouraging both banks and dev from engaging in large-scale real estate
financing!!. Collateral requirements® @1@ a significant role, as banks demand clear
property titles and adequate se&@f?or loans. However, issues with land registration and

ownership under the %@Use Act create barriers for developers in Ogun State’.

Additionally, developers™ financial capacity, technical expertise and market viability

influence the li@od of securing financing®.

2.4 @‘iterature Reviewed

Most existing studies have concentrated on the capacity of commercial banks to finance real
estate (such as their capital base, regulatory compliance, or available loan products), with
insufficient emphasis on their willingness more subjective but crucial factor driven by risk

perception, market confidence, and institutional strategy. Many empirical studies reviewed
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were either conducted at the national level or in metropolitan hubs like Lagos and Abuja.
There is a noticeable scarcity of research focusing specifically on Ogun State, despite its
proximity to Lagos and its growing real estate potential as part of the Lagos Megacity

expansion.

Existing literature rarely bridges the gap between the perspectives of commermal%s and

real estate developers. There is disconnection between what banks nd how
developers operate is often unexamined, leading to mutual misunderstanding and financing
friction. Real estate development is often lumped together wi ral construction or

housing loans in the literature, ignoring the specific ﬁnanci@eds of developers involved
in land acquisition, off-plan sales, and long-term j Qructure delivery. Few studies
explored the internal factors that shape bank man@ or loan officers' decisions to approve
or reject real estate financing applicatio @as policy awareness, risk appetite, and

experience with default trends in the t @fte sector.
2.5 Summary of Literaturé@gﬁ'

The literature reV1e Q this chapter highlights the complex interplay of factors that
influence comr@l banks' willingness to finance real estate development. While economic
stability, tory frameworks and risk assessment are critical determinants, challenges
such 1gh-risk perception, inadequate collateral and market instability pose significant
barriers. To overcome these challenges, a combination of risk mitigation strategies,
regulatory enhancements, capacity building and market stabilization efforts is essential.

These strategies can help to increase the participation of commercial banks in real estate
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financing, thereby supporting the growth and development of the real estate sector in Ogun

State, Nigeria.
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Chapter Three
Methodology
This chapter outlines the research methods and analysis employed to achieve the objectives
of this study, which focuses on assessing the willingness of commercial banks to finance real
estate development in Ogun State, Nigeria. The chapter includes a discussion of the, research
design, population and sample size, data collection methods, data analysis t@@s, and

the ethical considerations adopted for the research. < N

3.1 Research Design %Q

Quantitative research methodologies were employed for thi y. This design was selected
to provide a more comprehensive understanding of thesfastors influencing commercial banks'
willingness to finance real estate projects, C%Qng numerical data from surveys and
deeper insights from interviews!. The g a}‘{ ive aspect focuses on collecting numerical
data from commercial banks to sté%ss%ea y analyse trends, while the qualitative aspect

N\

involves interviews with lgeQ cholders in the real estate and financial sectors to

understand their perce;%@\kd experiences?.
3.2 Populatio@udy

The targe@mulation for this research includes:

v

1. Commercial Banks Operating in Abeokuta: The banks are key players in financing
real estate projects, and their involvement is crucial to understanding the current state

of real estate financing in the region’.
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2. Real Estate Developers: Developers are the primary beneficiaries of financing from
commercial banks, and their perspective on the challenges of accessing financing is
essential®.

3. Estate Surveyors and Valuers: these are registered members of Nigerian Institution

3.3 Sample and Sampling Technique : OQ

The study used sampling techniques to select Commercial banks, Es rveyor and Valuer,

of Estate Surveyors and Valuer within the study area.

Real estate developers with direct involvement in real estate ﬁ%g in Ogun State. This
non-probability sampling method ensured that only respo, ith relevant knowledge and

experience are included in the research’. Q

The sampling frame for the study were s (17) commercial banks, thirty (30) real

estate developers, forty-five (45) Es urveyor and Valuer located in Abeokuta. The

commercial banks include: %\(')\

Access Bank, Ecoban@ty Bank, First Bank, First City Monument Bank, Guarantee
Trust Bank, Keysts@ank, Mainstreet Bank, Premium Trust bank, Polaris bank, Stanbic

Bank, Sterl'%galk, Union Bank, United Bank of Africa, Unity Bank, Wema Bank and

Zenith I@
\/

The real estate developer included:

Adron Homes & Properties Ltd, Rush Homes & Gardens, A+ Homes and Investment,
Ariyibi Balogun and Co, EPIL Developer, Freshforest Nigeria Limited, Latter House
Properties Limited, Richfield Multiconcepts Limited, Sparklight Property Development
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Company Ltd, Hoolly Peace Homes, Idera Homes Ltd, Green Diamond Homes Ltd, Winford
Properties Ltd, First Convenant Homes and Properties Ltd, Ragnarok Property Development
Ltd, Goldenland Investment Ltd, Perfectional Real Estate Group, Esso Properties Limited,
Edge Homes and Shelters Ltd, Solarcity Housing and Commercial Estate Ltd, PGHomes and
Apartment Ltd, Domain Shelter Limited, Strategic Shelter Development Company Ltd,
Lakeshore Global Developers Ltd, Sinwans International Construction Ltd, Dilj Qo&es and

Properties Limited, Finebricks Properties and Investment, SMC Estate Ltd, \Aib&ff Investment

and Properties Ltd.

Table 3.1: Distribution of Sampling Frame 0
Respondent Samplinf Fra}ne
02\
Commercial Banks ’8 \g

Real Estate Developers @30

Estate Surveyors and Valuer \cj\ 45
&

Total \0\

92

Source: Author’s Prewa‘ry Survey, 2025.

3.4 Sample sn{j\\'

The san@lze for the study were 17 different commercial banks, operating in Abeokuta, 30

real &le developers, 45 Estate Surveyor and Valuer operated in Abeokuta were selected.
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Table 3.2: Distribution of Sample Size

Respondent Sample Size
Commercial Banks 17
Real Estate Developers 30

Estate Surveyors and Valuer 45

3
Total 92 (JOQ

Source: Author’s Preliminary Survey, 2025. :’\

The research instrument for this study was questionnair@w questionnaire was designed

3.5 Description of Research Instruments

using a Likert scale format to capture the respon%%?ﬁitudes toward different aspects of
real estate financing. It included questis%% the banks' risk assessment processes,

regulatory challenges, and the factorsj@&ﬂuence their lending decisions?’.

3.6 Validity of the Research @mnt

To ensure validity, the@l instruments were pre-tested through a pilot study conducted
with a small sa @?ank officials, Estate Surveyors and Valuer, real estate developers in
Ogun State.&s re-test helped to refine the questions and ensure that they were clear and

relevan rﬁ% research objectives®.

3.7 Reliability of the Research Instrument

For reliability, the Cronbach’s Alpha coefficient was used to measure the internal

consistency of the questionnaire. A reliability coefficient of 0.7 or higher was considered
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acceptable for this study’. The semi-structured interview guide was also reviewed by experts

in the field to ensure that the questions were unbiased and comprehensive.

3.8 Method of Data Collection
3.8.1 Primary Data

The primary data for this study was collected through surveys and structured @WS A
well-structured questionnaire was designed for bank officials, real estate @ers, Estate
Surveyor and Valuer. The questionnaire consisted of both open—@and closed-ended
questions. The closed-ended questions facilitated the collectio O%titative data, while the
open-ended questions allowed respondents to provid ailed explanations about the

challenges and strategies for financing real estate O‘BQ‘

The survey will be administered to commeﬁ@anks focused on their willingness to provide
financing for real estate projects, the'@ criteria used, and their perceptions of the risks

involved in such projects. Q\

\)
3.8.2 Secondary Datag

In addition to p{r@ta, secondary data will be collected from existing literature, reports,
and ﬁnan@atements. Sources included the annual reports of banks, financial statistics
frorxN&%entral Bank of Nigeria (CBN), real estate market reports, and policy documents.
These secondary sources provided context for understanding the trends and patterns in real

estate financing in Ogun State'.
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3.9 Method of Data Analysis

The quantitative data collected from the questionnaires was analyzed using descriptive
statistics and inferential statistics. Descriptive statistics such as frequency distributions,
percentages, and mean scores were used to summarize the data and identify trends®.
Inferential statistics, particularly regression analysis, were employed to 2&5 the
relationship between the willingness of banks to finance real estate projects ar@ identified

influencing factors®. The regression model helped in understanding thj\gdlterminants of

banks' lending decisions in real estate financing. EQ
3.9.1 Table Q

A table is a systematic arrangement of data in ’8@ and columns, used to organize
information for easy interpretation. It prov1des visual structure for presenting multiple
variables, makes complex data more hen51ble and comparable and useful for
summarizing large datasets, espe%&hen showing relationships between different

categories. Tables were used @play responses on demographic characteristics, types of

loans, willingness Varleﬂ@ factors influencing bank willingness.

3.9.2 Frequen@

Frequenc to the number of times a particular value or response appears in a dataset. It
purp data Analysis, helps to identify how common or rare a specific response and form
the basis for generating histograms, bar charts, and percentage calculations. Frequency was
used to count how many respondents fell into categories like male/female, or preferred

specific types of real estate developments’.
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3.9.3 Percentage

Percentage expresses frequency as a proportion out of 100. It standardizes data, making it
easier to compare between groups. It converts raw frequency into relative terms, aiding

clearer comparison across categories and helps in identifying majority vs. minority responses

especially useful when sample sizes are large or varied®. *

3.9.4 Mean ( 0

Mean is the sum of all values divided by the number of values. It su izes continuous or

scaled data with a single representative value used to analyze r% s on Likert scales in

;~ gse in a dataset. Mean scores

order to help in identifying central tendency of the typica
were used to rank factors influencing commercial bank.@il ingness to finance real estate.
3.9.5 Standard Deviation @

Standard deviation is a statistical mqas&hat shows the amount of variation or dispersion
from the mean of a dataset. It in%‘@\llow spreads out responses are from the mean. A low
standard deviation means t%@ data points are close to the mean, suggesting consistency
while a high standar gation implies that responses are widely spread, showing more
variability. Sta(&e%d iation was used alongside mean values in analyzing respondents'

views on fa@s influencing banks’ willingness to finance real estate’.

\/?J
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Table 3.3: Method of Data Analysis Objectives by Objectives

S/N Objectives Data Required

Respondent Method of Analysis

1. To examine the profiles of
Selected Commercial banks
and Real Estate Development Profiles of Real

Profiles of selected Commercial
commercial banks Bank,

Table, Frequencies,
Real Estate Percentages, Mean,

Firm Estate Developer, Developer, Standard Deviq%
Estate Surveyor  Estate
surveyor Q}OQ
2. To investigate various real ~ Various types of  Real Estate ’\
estate developments and Real Estate Developer, Q , Frequencies,
financing processes of development Commercial\Pércentages, Mean,
Commercial banks Processes of Bank, 0 andard Deviation,
Commercial banks Esta Ranking
financing policies SurVQe
6’6
3. To assess the willingness of Willingn Commercial
commercial banks in Commer e\%élks bank, Mean, Standard
financing Real estate to fin eal Real Estate Deviation,
Development. Est(t9 velopment Developer, Ranking.
\ Estate
. \A@ Surveyor
4. To determine the Q Factors influencing  Commercial
bank, Mean, Standard

influencing v&dlﬁ%ss of willingness of
commercia@ i Commercial banks
real esta% in real estate

Real Estate Deviation, Ranking
Developer,

development financing Estate

Surveyor

Source: Author’s Preliminary Survey, 2025.
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3.10 Ethical Considerations

In conducting this research, due attention was given to ethical issues to ensure the protection

of respondents and the integrity of the study. The following considerations were observed:

Informed Consent: All participants, including commercial bank staff, real estate developers,
and estate surveyors/valuer, were fully briefed about the purpose, objectives a %dures

of the study. They were assured that participation was voluntary and onl( t@ who gave

informed consent were included in the study. 6\

Voluntary Participation: Respondents were informed that@r garticipation was entirely

voluntary and they reserved the right to withdraw from@tudy at any point without any

form of penalty or adverse consequence. &Q

Confidentiality and Anonymity: The info@on provided by participants was treated with

strict confidentiality. No names or p@%\ 1 identifiers were recorded in the questionnaires or

in the analysis. Data was reppr@ggregate form to ensure anonymity.

Non-Maleficence: T gearch involved no physical, psychological, or social harm to

[ ]
participants. O@ questionnaires were used, and no sensitive personal or financial

details weﬁs@.\ested beyond the scope of the study.

Dath}‘egrity: Data collected were used strictly for academic purposes. No manipulation,

fabrication or misinterpretation of responses was allowed during analysis.
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Chapter Four
Results and Discussion of Findings
This chapter consists of data analysis, presentation of results and discussion of findings. The
present study examines Commercial Banks’ Willingness in Financing Real Estate
Development in Ogun State, Nigeria. For the Analysis, the profiles characteristics of the
respondent were done using descriptive statistics such as frequency, table@%‘tages,

mean and standard deviation. < \

4.1 Questionnaire Administration and Retrieval %Q

Table 4.1 Distribution of Questionnaire and Retrieval

s/n Respondent Total distribuﬁ(ﬁvTotal received Percentage

l. Commercial Banks 17 Q Y15 18.75%

2. Real Estate Developer 30 b’b 26 32.50%

3. Estate Surveyor and Valuer A{Q(b 39 48.75%
80 100%

Total 9>\
Source: Author’s Field Survey, 20'@6 S

A total number of 80 que,\&gdaires were filled properly and returned out of 92
questionnaires adminis@l the respondents. 80 respondents consist of 15 Commercial

Banks, 26 Real E&%Developers and 39 Estate Surveyors and Valuer in Abeokuta. The

retrieval rat% respondents is 87%.

\/QJ
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4.2 The Profiles of Selected Commercial Banks and Development Organizations in
Abeokuta

To examine the profiles of selected commercial banks and development organizations in
Abeokuta, Ogun State, is to verify the suitability of the respondents by giving adequate
information to achieve the aim and objective of the study. The following background
information was requested from them which include; gender, age, educationa %aﬁon,
professional status, work experience, involvement in real estate development and numbers of
real estate developments were analyzed using frequency and per . The results are

represented in Table 4.2.
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Table 4.2: Profiles of Commercial Banks and Development Organizations in Abeokuta

Demographic Characteristics

Gender of respondents CB RED ESV Frequency  Percentage (%)

Male 9 18 22 49 61.2
Female 6 8 17 31 38.8
Total 15 26 39 80 100
Age

11-20years 1 2 0 3 3.8
21-30years 3 4 10 17 21.2
31-40years 5 6 12 23 28. \
41-50years 4 10 9 23 Q
Slyears & above 2 4 8 14 Qm
Total 15 26 39 80

Educational Qualification ’\
OND 4 6 0 10 Q 12.5
HND 6 8 17 3 1% 38.8
B.SC 4 8 13 31.2
M.SC 1 3 7 @ 13.8
Ph.D 0 1 2 3 3.8
Total 15 26 39 80 100
Professional Membership ’b

Associate 9 15 ,bb 49 61.2
Fellow 6 8 28 35.0
Honorary Fellow 0 3 &) 3 3.8
Total 15 39 80 100
Work Experience 5\\'

1-Syears 2 C_) 7 11 20 25.0
6-10years . 10 18 31 38.8
11-15years 5 7 16 20.0
16years & above QQ\6 4 3 13 16.2
Total 15 26 39 80 100
Involvement in _Rg&state

Yes 0 15 26 39 80 100
No 0 0 0 0 0
Total 15 26 39 80 100
No. of st. Development

1-1 6 8 11 25 31.3
1 1-30\/ 4 11 11 26 32.5
21-30 3 4 9 16 20.0
31-40 2 2 6 10 12.5
41 & above 0 1 2 3 3.8
Total 15 26 39 80 100

Source: Author’s Field Survey, 2025
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Table 4.2 shows that 49 (61.2%) of the respondents are male while 31 (38.8%) are females which
shows that the majority of the respondents are male. Table 4.2 shows that 3 (3.8%) of the
respondents are within the age group of 11-20 years, 17 (21.2%) of the respondents are within the
age group of 21 — 30 years, 23 (28.8%) of the respondents are within the age group of 31 — 40 years,
23 (28.8%) of the respondents are within the age group of 41 — 50 years, 1 7.5%) of the
respondents are within the age group of 51 years and above. This show x@‘ ajorities of the
respondents are within the age group of 31 — 40 years and 41 — 50 ya& s suggests that most

respondents are in their prime working age, likely bringing relev ence and maturity to their

réSponses. 0

The Findings from the Table further shows that 10 (12 e respondents had OND Certificates, 31
(38.8%) of the respondents had HND cer\tiﬁ ;25 (31.2%) of the respondents had B.SC

Certificates, 11 (13.8%) of the respondent Q} .Sc. certificates, 3 (3.8%) of the respondents had
Ph.D Certificates. This implies t}{ jority of the respondents had HND certificates. The
predominance of respondents® @%ND and B.Sc. qualifications, coupled with years of industry

experience, suggests thab@)ondents understand the technical, financial, and operational aspects

of real estate ﬁna@

Furthermor@ings shows that 49 (61.2%) of the respondents are associate membership of their
profess\&g%linstitution, 28 (35%) of the respondents are fellow membership of their professional
institution, 3 (3.8%) of the respondents are honorary fellow membership of their professional
institution. This implies that the majority of the respondents are associated registered members with

their professional institution. This shows that a majority are actively involved in professional
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practice, reinforcing the credibility of the data collected.

It was showed from the Table that 20 (25%) of the respondents had 1 -5 years working experience,
31 (38.8%) of the respondents have 6 - 10 years working experience, 16 (20%) of the respondents
had 11 — 15 years working experience, 13 (16.2%) of the respondents have 16 years and above
working experience. This implies that the majority of the respondents had 6 — 16.years working

experience. This implies that respondents have technical and professional qual:' ;JS, making their

O

The data showed that 80 (100%) of the respondents had involx\qd real estate development, while
P

inputs reliable for a study focused on real estate financing.

none of the respondent does not involve in real estate s@ ent. It was also revealed that 25

(31.3%) of the respondents had involved in the ¢ #@n of 1-10 real estate developments, 26
(32.5%) of the respondents had involved in the &uction of 11-20 real estate developments, 16
(20.0%) of the respondents had involve@ construction of 21-30 real estate developments, 10

(12.5%) of the respondents had invo&%ﬁn the construction of 31-40 real estate developments and 3

(3.8%) of the respondents had’@d in the construction of 41 and above real estate developments.

4.3 Various Real Est@elopments Financed by Commercial banks in the Study Area
The data in Tabl 4.§fs

the duratio@ loan and the financing instruments provided by commercial to financed real estate

devel@&.

To investigate the various real estate developments financed by commercial banks in Abeokuta,

cussed about the type of loan granted as finance for real estate development,

Ogun State, data was obtained and analyzed based on the following scaled responses with the use of
the Likert scaled option; not at all likely (1), not very likely (2), undecided (3), likely (4), very likely

(5). Table 4.4 along with Table 4.5 presents and discussed the various types of real estate
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developments financed by commercial banks from the perspective of each stakeholders which
include the staffs of commercial bank, registered real estate developers and Estate Surveyors and

valuer.
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Table 4.3: Loan, Scale of Real Estate Projects and Financing Instrument Type

Characteristics CB RED ESV Frequency Percentage (%)
Loan Type

Construction 4 5 10 19 23.8
Mortgage 4 6 15 25 31.2
Small business 5 11 11 27 33.8
Manufacturing 2 4 3 9 11.2
Total 15 26 39 80 00
Loan Duration &
Short term 8 12 16 36 Q 45.0
Medium term 5 10 15 30 0 37.5
Long term 2 4 8 14 17.5
Total 15 26 39 80 ’\ 100
Scale of Real Estate Project Q

Small Scale 7 10 16 3% 41.2
Medium Scale 6 12 17 5 43.8
Large Scale 2 4 6 15.0
Total 15 26 39 Q 80 100

Financial Instrument Type Q
Loans 8 12 gb 40 50.0
Credit lines 3 4 13 16.2
Partnership 4 10 ®% 27 33.8

Total 15 gg(* 39 80 100

Source: Author’s Field Survey, 20\(59\\' )

&
Table 4.3 shows that 1 %\o) of the respondents chosen construction loans, 25 (31.2%) of
the respondents eht\ﬁe'%mortgage loans, 27 (33.8%) chosen small business loans, 9 (11.2%)
of the respo%&ﬂéhosen manufacturing loans. This implies that majority of the respondents
chosen %%business loans, which Commercial banks typically offered small business loans.
This shows that banks still rely primarily on traditional loan structures rather than more

flexible or innovative financing models.

The results also shows that 36 (45%) of the respondents picked short term loan duration, 30

(37.5%) of the respondents picked medium term loan duration, 14 (17.5%) of the respondents
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picked loan term loan duration. The majority of the respondents chose short term loan
duration. This implies that Commercial banks grant loan within short period of time. This
implies that commercial banks in the area prefer short-term lending, possibly due to risk

aversion or liquidity constraints.

The Table shows that 33 (41.2%) of the respondents said that Commercial Banance
small scale of real estate projects, 35 (43.8%) of the respondents said that bahKks finance
medium scale of real projects, 12 (15%) of the respondents said that ban&ﬁn nce large scale
of real estate projects. This implies that majority of the respondent en medium scale of
real estate projects, which means that Commercial banks ﬁn@medium scale of real estate

projects. This indicates that commercial banks are caut@ ;out funding large-scale projects,

possibly due to higher capital requirements and IO@ayback periods.

The Findings from the table further sh %that 40 (50%) of the respondents said that
Commercial Banks provide loans @anmal instrument for real estate, 13 (16.2%) of the
respondents said that banks® @%e credit lines as financial instrument for real estate, 27
(33.8%) of the respondentsisaid banks involved in partnership as financial instrument for real
estate. This im@naj ority of the respondents chosen loans as financial instruments for
real estate p@c s by Commercial banks. The preference for small business loans and short-
te dx&s shows that commercial banks may be reluctant to commit to long-term,

capital-intensive real estate development due to perceived risks or regulatory pressures.
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Table 4.4: Various Real Estate Development Types Financed by Commercial Banks

Characteristics CB Mean S.D Rank RED Mean S.D Rank ESV Mean S.D Rank

Real Estate Development Type

Residential 15 400125 18 26 3.69 1.26 1 39 3.87 1.20 1*
Commercial 15 3.801.01 2 26 3.62 1.39 2 39 3.79 1.20 2nd
Industrial 15 3.071.28 4% 26 281 1.36 5" 39 262 1.39 6
Agricultural 15 293122 5% 26 3.04 1.37 4% 39 @1.47 4th
Specialized 15 2.871.36 6" 26 231 1.29 6" 3@. 4 1.40 5N
Mixed use 15 3.531.30 39 26 3.46 1.36 ikgﬂ/ 3.56 1.33 3¢

Source: Author’s Field Survey, 2025 N

From Table in 4.4 above, it was revealed that the main t@%real estate development
finance by Commercial Banks is Residential real estate de@pment having the highest mean
score of 4.00, followed by Commercial real estat @ment having a mean score of 3.80,
followed by Mixed-use real estate develop%{baving a mean score of 3.53, followed by
Industrial real estate development hayi kan score of 3.07, followed by Agricultural real
estate development having a me\@ore of 2.93, followed by Specialized real estate
development having a mean's& of 2.87. According to Commercial Banks, the main type
of real estate development finance by banks is Residential. This was the most financed type,
indicating a stren @rence by commercial banks to support residential real estate. This

aligns with ‘@espread demand for housing due to population growth and urbanization.

Furthematore, findings shows that the main type of real estate development finance by
Commercial Banks is Residential real estate development having the highest mean score of
3.69, followed by Commercial real estate development having a mean score of 3.62,

followed by Mixed-use real estate development having a mean score of 3.46, followed by

Agricultural real estate development having a mean score of 3.04, followed by Industrial real
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estate development having a mean score of 2.81, followed by Specialized real estate
development having a mean score of 2.31. According to the real estate developer, the main
type of real estate development finance by Commercial banks is Residential. This was the
most financed type, indicating a strong preference by commercial banks to support
residential real estate. This aligns with widespread demand for housing due to population
growth and urbanization. The second highest, suggesting that commercial Qﬁs like
offices and retail spaces are also attractive for bank financing, hkely duefto er income
potential. The higher mean scores for residential and commerci uggest that banks
$

favor investments with quicker and more predictable retu ning with their need to

minimize risk. Q

From Table 4.4 above, it was revealed that mai@ real estate development finance by
Commercial Banks is Residential real esta\ elopment having the highest mean score of
3.87, followed by Commercial rea‘l@ development having a mean score of 3.79,
followed by Mixed-use real est%*&evelopment having a mean score of 3.56, followed by
Agricultural real estate de ent having a mean score of 3.31, followed by Specialized
real estate develo ving a mean score of 2.64, followed by Industrial real estate
development h V1n a mean score of 2.62. From Estate Surveyors and Valuer perspective,
the main % f real estate development finance by Commercial banks is Residential. This
was %&mst financed type, indicating a strong preference by commercial banks to support
residential real estate. This aligns with widespread demand for housing due to population
growth and urbanization. The second highest, suggesting that commercial properties like
offices and retail spaces are also attractive for bank financing, likely due to higher income

potential.
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Table 4.5: Various Real Estate Development Types Financed by Commercial banks

Characteristics No Mean S.D Rank

Real Estate Development Type

Residential 80  4.00 1.25 I

Commercial 80 3.80 1.01 2nd

Mixed use 80 3.53 1.30 3rd

Industrial 80 3.07 1.28 4th \
Agricultural 80  2.93 1.22 5t Q

Specialized 80  2.87 1.36 6 ’\QJ
Source: Author’s Field Survey, 2025 Q
=

From Table 4.5 above, it was revealed that main type real@ development finance by

Commercial Banks is Residential real estate developme@ing the highest mean score of
4.00, followed by Commercial real estate devg@%t having a mean score of 3.80,
followed by Mixed-use real estate develop%%aving a mean score of 3.53, followed by
Industrial real estate development ha.vg\'kan score of 3.07, followed by Agricultural real
estate development having a me\l‘j\ore of 2.93, followed by Specialized real estate
development having a mean's& of 2.87. This implies with widespread demand for housing
due to the population g?@ and urbanization.
)

C

O

O
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4.4 Various Real Estate Finance Criteria Required by Commercial banks

To assess the various real estate finance criteria required by commercial banks in Abeokuta,

Ogun State, data was obtained and analyzed based on the following scaled responses with

use of the Likert scaled option; not a priority at all (1), low priority (2), moderate priority (3),

high priority (4), extremely high priority (5). Table 4.6 along with Table 4.7 presents and

discussed the various real estate finance criteria by commercial banks from the %we of
Qreal estate

each stakeholders which include the staffs of commercial banks, regl ter:

developers and Estate Surveyors and valuer. Q

Table 4.6: Various Criteria Required by Commercial Ba@ Financed Real Estate

Development

Characteristics CB Mean S.D Rank REN/IMn S.D Rank ESV Mean S.D Rank
Criteria

Loan Application 15 3.73 1.10 3¢ Q 4,08 0.93 2d 39 385 1.23 3d
Collateral 15 433 0. 9(3\K 419 1.061% 39 395 1.10 2™
Land Documentation 15 3.27 @ 26 3.88 1.11 3¢ 39 431 0.86 1%
Credit Assessment 15 &(? 23 4% 26 2.04 092 6™ 39 2.67 1.40 5N
Project Evaluation é 07 0.882 26 2.15 2.15 50" 39 244 123 6"
Loan Disbursement 0 293 1.39 6 26 3.54 130 4" 39 3.18 1.43 4®

Source: Author’usturvey, 2025

From Tab@@ above, it was revealed that the major real estate finance criteria required by
Com\\e%al Banks is Collateral having the highest mean score of 4.33, followed by Project
Evaluation having a mean score of 4.07, followed by Loan Application having a mean score
of 3.73, followed by Credit Assessment having a mean score of 3.67, followed by Land
Documentation having a mean score of 3.27, followed by Loan Disbursement having a mean

score of 2.93. From Commercial banks perspective, the main real estate finance criteria
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required by banks is Collateral. This implies that commercial banks use collateral to reduce
the risks involved in financing real estate as results of past experience of series of loan
defaulted from real estate developers.

It was revealed that the major real estate finance criteria required by Commercial Banks is
collateral having the highest mean score of 4.19, followed by Loan Application having a
mean score of 4.08, followed by Land Documentation having a mean score of Q&olowed
by Loan Disbursement having a mean score of 3.54, followed by Project Evaludtion having a
mean score of 2.15, followed by Credit Assessment having a mean @ £ 2.04. From Real
Estate Developers perspective, the main criteria required b C@rcial banks to finance
real estate are Collateral. This implies that commercial ‘@ use collateral to reduce the
risks involved in financing real estate as results olg%Qperience of series of loan defaulted

®%

From the above Table 4.6, it was revie hat the major real estate finance criteria required

from real estate developers.

by Commercial Banks is Land mentation having the highest mean score of 4.31,
followed by Collateral hav@q*nean score of 3.95, followed by Loan Application having a
mean score of 3.85, fi &d by Loan Disbursement having a mean score of 3.18, followed
by Credit Asse@ns\’h%

mean 800@2.44. From the perspective of Estate Surveyors and Valuer, the main real

ving a mean score of 2.67, followed by Project Evaluation having a

estat!\{lgﬁce criteria required by Commercial banks is Land Documentation. This implies

that commercial banks will assess the document of land which may serve as collateral.
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Table 4.7: Various Real Estate Finance Criteria Required by Commercial Banks

Characteristics CB  Mean S.D Rank

Real Estate Finance processes

Collateral 80 4.10 1.05 I

Land Documentation 80  3.98 1.11 2nd

Loan Application 80  3.90 1.11 3rd

Loan Disbursement 80 3.25 1.38 4th \
Credit Assessment 80 2.65 1.34 Sth OQ

Project Evaluation 80 2.65 1.34 5t p: Q/
Source: Author’s Field Survey, 2025 Q\

From Table 4.7 above, it was revealed that the major real es ﬁce process required by
Commercial Banks is Collateral having the highest mez@)re of 4.10, followed by Land
documentation having a mean score of 3.98, foll W%Qy Loan Application having a mean
score of 3.90, followed by Loan Disburse%@ving a mean score of 3.25, followed by
Project evaluation and Credit asses§r§\'>ﬁh the same mean score of 2.65. From three
perspectives, the main real estate f\&} process required by Commercial banks is Collateral

and Land Documentation. '$

4.5 Factors Influenci g%e Willingness of Commercial Banks in Financing Real Estate

Development (.:\\'

To dete@% factors influencing willingness of commercial banks in financing real estate
devebpﬁent in Abeokuta, Ogun State, data was obtained and analyzed on the following with
of Likert scaled option; not influenced (1), slightly influenced (2), somewhat influenced (3),
very influenced (4) and extremely influenced (5). Table 4.8 — 4.11 presents and discusses the

various factors influencing willingness of commercial banks in financing real estate
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development while Table 4.12 — 4.25 presents and discuss the regression analysis of the
factors influencing the willingness of commercial banks in financing real estate development

Table 4.8: Variables that prompted Commercial Banks Willingness to Financed Real
Estate Development

Characteristics CB Mean S.D Rank RED Mean S.D Rank ESV Mean S.D Rank
Willingness Variables

Market condition 15 450 0.64 1+ 26 396 1.00 3¢ 39 372 1.39 1%
Profitability and Return 15 420 0.94 3¢ 26 431 0.79 1* @ 1.43 3¢
Legal Documentation 15 420 1.15 3¢ 26 3.77 127 5% Q} 51 1.43 4®
Affordability 15 1.60 0.91 100 26 3.46 1.39 Q 39 3.10 1.29 &*
Housing Demand 15 3.53 1.30 7% 26 4.04 1. 39 323 149 6™
Societal Norms 15 2.33 1.33 9 26 6 10" 39 2.74 1.42 10"
Tax Policy 15 4.27 0.88 2 26 $1 20 6 39 3.67 1.32 2
Risks 15 3.67 1.23 6" &4 1.42 7% 39 328 1.36 5%
Developer Bank Relationship 15 3.27 1.22 8t é 3.88 1.24 8" 39 290 1.41 9"
Developer Credibility 15 3.80 1. 1 \\‘ﬁg 26 3.08 1.55 9" 39 323 135 6"

Source: Author’s Field Survey, 20@

From Table 4.8 above, it .a&vealed that the major willingness variable that influence
Commercial Banks to @e real estate development is Market condition having the highest
mean score ofdg}z&f lowed by Tax Policy having a mean score of 4.27, followed by
Profitabilit @ Legal Documentation with same mean score of 4.20, followed by Developer
Cred@i having a mean score of 3.80, followed by Risks having a mean score of 3.67,
followed by Housing Demand having a mean score of 3.53 followed by Developer Bank
Relationship having a mean score of 3.27, followed by Societal Norms having a mean score

of 2.33, followed by Affordability having a mean score of 1.60. From the perspective of
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Commercial Banks, the main willingness variable that prompts banks to finance real estate

development is Market condition.

It was revealed that the major willingness variable that influence Commercial banks to
finance real estate development is Profitability and Return having the highest mean score of
431, followed by Housing Demand having a mean score of 4.04, followed Market
condition having a mean score of 3.96, followed by Developer Bank relati@having a
mean score of 3.88, followed by Legal Documentation having a mean %@.77, followed
by Tax Policy having a mean score of 3.62, followed by Risks hati mean score of 3.54,
followed by Affordability having a mean score of 3.46, fo!@d y Developer Credibility
having a mean score of 3.08, followed by Societal Norrns@ng a mean score of 2.31. From

the perspective of Real Estate Developers, the&a willingness variable that prompts

Commercial Banks to finance real estate dnt is Profitability and Return.

From the above Table 4.8, it was re@at the major willingness variable that influence
Commercial Banks to finance @ ate development is Market condition having the highest
mean score of 3.72, @ by Tax Policy having mean score of 3.67, followed by
Profitability and.fs& having a mean score of 3.62, followed by Legal Documentation
having a m n(qye of 3.51, followed by Risks having a mean score of 3.28, followed by
Housin@uand and Developer Credibility with the same mean score of 3.23, followed
AffoMlity having a mean score of 3.10, followed by Developer Bank relationship having
a mean score of 2.90, followed by Societal Norms having a mean score of 2.74. From the
Perspective of Estate Surveyors and Valuer, the major willingness variable that prompts

Commercial Banks to finance real estate development is Market condition.
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Table 4.9: Variables that can prompt Commercial Banks Willingness to Financed Real
Estate Development

Characteristics No. Mean S.D Rank
Willingness Variables

Profitability and Return 80 3.95 1.20 I
Market condition 80 3.93 1.18 2nd

Tax Policy 80 3.76 1.22 3rd
Legal Documentation 80 3.72 1.34 4th Q«
Housing Demand 80 3.55 1.37 5 0
Risks 80 343 134 /%th
Developer Bank Relationship 80 3.28 1.37% 7th
Developer Credibility 80 3.28 8 7th
Affordability 80 2.93 Ql Qth

Source: Author’s Field Survey, 2025

Societal Norms 80 %?& 134 10

Findings From Table 4.9 shows that %\QQnajor willingness variable that influence
Commercial Banks to finance real eé%{x-cd velopment is Profitability and return having the
highest mean score of 3.93, f& ed by Market condition having mean score of 3.93,
followed by Tax poliﬁ%@\g a mean score of 3.76, followed by Legal Documentation
having a mean sgg& 3.72, followed by Housing demand having a mean score of 3.55,
followed b igsyhaving a mean score of 3.43, followed by Developer Bank relationship
and DeQ%er Credibility with the same mean score of 3.28, followed by Affordability
having'd mean score of 2.93, followed by Societal Norms having a mean score of 2.52. For
the three perceptive, the major willingness variable that prompts Commercial Banks to
finance real estate development is Profitability and Return, Market condition and Tax policy.
According to all the stakeholders, Market Condition, Profitability and Return, Tax policy,

Legal documentation are the willingness variables prompted Commercial Banks to financed

126



real estate development. This indicates that banks place strong emphasis on the economic
viability and market environment of proposed real estate projects. The results imply that
commercial banks are more inclined to finance real estate projects when market conditions
are favorable and when projects promise high returns. High scores for Tax Policy and Legal
Documentation reflect the importance of a clear, supportive regulatory environment in
enabling bank participation in real estate finance. This suggests a highly @&ented

,\(,

Financing Real

approach rather than a social development focus.

Table 4.10: Factors Influencing Willingness of Commercial Ba
Estate Development

Characteristics CB Mean S.D Rank RED Mean Sﬁalﬂ( RED Mean S.D Rank
Factors QV

Market Stability 15 293 122 9% 26 3.3N097 10" 39 346 1.10 7%

Risk of Project Failure 15 3.53 1.06 5% 26@9 0.90 3¢ 39 374 1.27 1%

Economic Policy 15 4.07 1.22 1“@ 3.77 1.07 7% 39 3.08 1.16 10%
Developer’s Reputation 15 2.73 1.0.3& 26 3.58 1.30 8" 39 321 1.34 9

Collateral Availability 15 4.00 ]\‘3}3“ 26 4.00 0.93 47 39 3.64 1.09 3¢

Inadequate Collateral 15 3:7& 770 4% 26  2.04 1.11 12 39 2.64 1.31 12®
Inflation 5 090 7% 26 3.81 1.20 6% 39 338 1.25 8"

Location . ﬁj 0.88 1 26 4.31 093 2" 39 362 1.21 40

Interest Rate Q:\\'l% 3.53 1.19 5% 26 3.88 0.95 5" 39 354 1.00 5t

Return on Inves 15 327 096 8" 26 4.38 0.75 18 39 3.67 142 2™
Tax Incen{@ 15 1.60 0.74 12 26 2.23 1.14 11 39 272 1.28 11®
Diversification and

Portfolio Management 15 220 1.47 11% 26 3.42 1.14 9" 39 349 132 6N

Source: Author’s Field Survey, 2025

Table 4.10 shows that the major factors influencing willingness of Commercial Banks to
finance real estate development are Economic Policy and Location having the same highest
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means score of 4.07, followed by Collateral Availability having a mean score of 4.00,
followed by Inadequate Collateral having a mean score of 3.73, followed by Risk of Project
failure and Interest rate having the same mean score of 3.53, followed by Inflation having a
mean score of 3.33, followed by Return on Investment having a mean score of 3.27, followed
by Market Stability having a mean score of 2.93, followed by Developer’s Reputation having
a mean score of 2.73, followed by Diversification and Portfolio management Q& mean
score of 2.20, followed by Tax Incentive having a mean score of 1.60. From the perspective
of Commercial Banks, the major factors that influenced the willinlgir banks to finance
real estate development are Economic Policy and Location.

The findings from the Table 4.9 further shows that the @ ctor influencing willingness
of Commercial Banks to finance real estate devel s Return on Investment having the
highest mean score of 4.38, followed by Locatiﬁé

N

Risk of Project failure having a mean scor® of 4.19, followed by Collateral Availability

ving a mean score of 4.31, followed by

having a mean score of 4.00, follox@}y Interest rate having a mean score of 3.88, followed
by Inflation having a mean s@%:&ﬁl, followed by Economy Policy having a mean score
of 3.77, followed by E%?per’s Reputation having a mean score of 3.58, followed by
Diversification @folio Management having a mean score of 3.42, followed by Market
Stability ha@ mean score of 3.31, followed by Tax Incentive having a mean score of
2.23 fo@d by Inadequate Collateral having a mean score of 2.04. From the perspective of
Real Estate Developers, the major factor that influenced the willingness of Commercial
Banks to finance real estate development is Return on Investment.

From Table 4.16 above, it was revealed that the major factor influencing the willingness of

Commercial Banks in financing real estate development is Risk of Project failure having the
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highest mean score of mean score of 3.74, followed by Return on Investment having a mean
score of 3.67, followed by Collateral Availability having a mean score of 3.64, followed by
Location having a mean score of 3.62, followed by Interest rate having a mean score of 3.54,
followed by Diversification and Portfolio Management having a mean score of 3.49,
followed by Market Stability having a mean score of 3.46, followed by Inflation having a
mean score of 3.38, followed by Developer’s Reputation having a mean Q of 3.21,
followed by Economy Policy having a mean score of 3.08, followed by Ta@éﬁve having
a mean score of 2.72, followed by Inadequate Collateral having a %ore of 2.64. From
the perspective of Estate Surveyors and Valuer, the maj %r that influenced the
willingness of Commercial Banks to finance real esta@ opment is Risk of Project

>

failure.
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Table 4.11: Factors Influencing Willingness of Commercial Banks in Financing Real

Estate Development

Characteristics No. Mean S.D Rank

Factors

Location 80 3.92 1.09 I

Risk of Project Failure 80 3.85 1.13 2nd
Collateral Availability 80 3.82 1.05 3rd

Return on Investment 80 3.82 1.21 3rd Q\
Interest Rate 80 3.65 1.02 5th (}0
Inflation 80 351 117 6tv\
Economic Policy 80 3.48 1.20 %@

Market Stability 80 3.31 1. gth
Developer’s Reputation 80 3.23 @ gth
Diversification and Q

Portfolio Management 80 3 ?6’6 1.36 10t
Inadequate Collateral 80 ’bS 1.28 11t

Tax Incentive %OX*\ 2.35 1.21 12t

Source: Author’s Field Survey, 2 ﬁ)\" !

From Table 4.11 above, resu{&géws that the major factor influencing the willingness of
Commercial Banks in ﬁ@g real estate development is Location having the highest mean
score of mean s ei\Q' .92, followed by Risk of Project failure having a mean score of 3.85,
followed by ogéral Availability and Return on Investment having the same mean score of
3.82 fo%%d by Interest rate having a mean score of 3.65, followed by Inflation having a
mean score of 3.51, followed by Economic Policy having a mean score of 3.48, followed by
Market stability having a mean score of 3.31, followed by Developer’s reputation having a
mean score of 3.23, followed by Diversification and Portfolio Management having a mean

score of 3.22, followed by Inadequate collateral having a mean score of 2.65, followed by

Tax Incentive having a mean score of 2.35. From the perspectives of all the three
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Stakeholders, the major factors that influenced the willingness of Commercial Banks to
finance real estate development is location, Risk of Project failure, Collateral availability and
Return on Investment. This implies that real estate projects located in prime urban areas with

high potential return of minimal risks are more likely to be finance by commercial bank.

4.6 Discussion of Findings Q\

The study examines the assessment of Commercial Banks’ Willingness Q)aning Real
Estate Development in Ogun State, Nigeria. A total number of @estionnaires were
properly filled and returned out of 92 questionnaires. 2@ representation across
Commercial banks, Real estate developers, Estate survey@n valuer ensures triangulation
of views. The demographic balance supports m@takeholder perspective, which is

critical in evaluating the interplay between fina and real estate development'.

N\

The finding for the first research qteStions is based on the profiles characteristics of the
respondents which showed t}lat t@na_] ority of respondents were male. The age categories of
the respondents are withi @O years and 41 — 50 years. This implies that the respondents
are within the active§§ng age. In term of educational qualification, the majority of the
respondents haye s\1') certificate, which means that the respondents had practical industry
experiencrb s suggests that most respondents are in their prime working age, likely
bring&g, relevant experience and maturity to their responses. The predominance of
respondents with HND and B.Sc. qualifications, coupled with years of industry experience,

suggests that the respondents understand the technical, financial, and operational aspects of

real estate financing?.
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Findings of the study for second research questions showed that majority of the Commercial
Banks granted small business loans for short term duration. This implies that Commercial
banks can only offer loans to customers within a short period of payback due to their
financial policy governed by the Central bank. Commercial Banks provide loans as the major
financial instrument for real estate. This implies that commercial banks in the Kprefer
S

The major type of real estate development financed by Commercial bﬁ& 1sresidential real

short-term lending, possibly due to risk aversion or liquidity constraints?.

estate development. Basically, Commercial banks finance real evelopment through
loans for the real estate developers within the short period ot@ in which loan must be pay
back. This implies that Commercial banks provide l(@m various residential real estate
developments such as block of flats, Bungalow@lexes and so on. Based on the real
estate finance processes by the Comme&{@anks, the main real estate finance criteria
required by bank is the Collateral anﬂ{@ Documentation. This implies that there must be
provision of Collateral and Land@%cumentatlon before Commercial Banks can finance real
estate development. T teral serves as the guarantee for a loan, while the land
Documentation show thé”legal proof of ownership on a land. The higher mean scores for
residential andQ}}nermal projects suggest that banks favor investments with quicker and

more pred&b e returns, aligning with their need to minimize risk*.
The results of the third research question showed that the major willingness variable that
prompts Commercial banks in financing real estate development Profitability and Return,

Market condition with their mean score of 3.95 and 3.93 respectively. This implies that

Commercial banks will be willing to finance real estate development that have higher profit
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and return on investment, where the market condition is highly favorable. The results imply
that commercial banks are more inclined to finance real estate projects when market
conditions are favorable and when projects promise high returns. This suggests a highly

profit-oriented approach rather than a social development focus.

The findings of the fourth research question showed that the main factors Imfluencing

willingness of Commercial Banks in financing real estate development 4
Location, Risk of Project failure, Return on Investment and Collateral Agilallity with their
mean score of 3.92, 3.85, 3.82 respectively. Regression analysis wa Qﬂ to analyze the data
in order to check the significance influence of the factors on willingness of Commercial
banks in financing real estate development. The resm@%& revealed that factors such as
Location, Return on Investment, Collateral AV@B’, Risk of Project failure, Market
Stability, Interest Rate had significance i@e on the Commercial Banks willingness in
financing real estate development. Hb@ return on investment, collateral availability and
Interest Rate is in line with the 1'% ure reviewed on the factors that influenced commercial
banks willingness to fin @ estate development®. This suggests that real estate projects
located in prime urb&?ﬂ with high potential return of minimal risk are more likely to be

finance by cor@ial anks. This implies a perceptual importance, but not necessarily a

practical ()18 ank decision-making models.

\/QJ
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Chapter Five
Conclusion
This Chapter consists of summary, conclusion, recommendation and contribution to

knowledge. The present study examines the assessment of Commercial Banks in Financing

The study findings showed that greater parts of the respondents w@sle within the age

Real Estate Development in Ogun State, Nigeria.

5.1 Summary of Findings

group of 31 — 40 years and 41 — 50 years, who are in active wo age and had practical

industry experience. This implies that the respondents a i the active working age. In

which means that the respondents had practical

\®)!

respondents are in their prime working a ,Xkely bringing relevant experience and maturity

term of educational qualification, the majority of ;8Qespondents have HND certificate,

@try experience. This suggests that most
to their responses. The predomin@ spondents with HND and B.Sc. qualifications,
coupled with years of indusi“g[perience, suggests that the respondents understand the

technical, financial, an@onal aspects of real estate financing.

Findings of th@r second and third research questions showed that majority of the
Commerc%énks granted small business loans for short term duration. This implies that
Com}wg{al banks can only offer loans to customers within a short period of payback due to
their financial policy governed by the Central bank. Commercial Banks provide loans as the
major financial instrument for real estate. The major type of real estate development financed
by Commercial banks is residential real estate development. This was the most financed type,

indicating a strong preference by commercial banks to support residential real estate. This
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aligns with widespread demand for housing due to population growth and urbanization. The
main criteria of financing real estate by Commercial banks are Collateral and Land

Documentation.

The results of the fourth research question showed that the major willingness variable that
prompts Commercial banks in financing real estate development Profitability an&t&eturn,
market condition with their mean score of 3.95 and 3.93 respectively. gylies that
Commercial banks will be willing to finance real estate development that gé higher profit
and return on investment, where the market condition is highly e. The results imply
that commercial banks are more inclined to finance reate projects when market
conditions are favorable and when projects promise &h eturns. This suggests a highly
profit-oriented approach rather than a social devel@n focus. It also showed that the main
factors Influencing the willingness of @mercial Banks in financing real estate
development in Abeokuta are Locat‘l% k of Project failure, Return on Investment and
Collateral Availability with theiée(al score of 3.92, 3.85, 3.82 respectively. The results
suggests that real estat§®ocated in prime urban areas with higher potential return of
i

minimal risk are mo&l
° &

importance, bu@ecessarily a practical one in bank decision-making models.

y to be finance by commercial banks. This implies a perceptual

5.2 %@fgm
The findings reveal that Commercial Banks provide loans as the major financial instrument
for real estate. The major type of real estate development financed by Commercial banks is

residential real estate development. The main priority of real estate finance processes by the

Commercial banks is the Collateral and Land Documentation. Commercial banks will be
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willing to finance real estate development that have higher profit and return on investment,

where the market condition is highly favorable. The study highlights that economic viability,

market stability, and tax policy are the primary motivators behind bank financing decisions in

real estate. Social considerations like affordability and societal norms are of less concern,

which raises questions about the broader developmental impact of commeg bank
S

Ce

In conclusion, Location, Return on Investment, Collateral Availability,J‘Q{ of Project failure

financing strategies.

and interest rate are factors influencing the willingness of Co Q Banks in financing
real estate development in Abeokuta. This suggests that reate projects located in prime
urban areas with high potential return of minimal r%@ more likely to be finance by
commercial banks. This implies a perceptual imp@%e, but not necessarily a practical one

in bank decision-making models. ®%

Based on the findings, the @ng recommendations are made for this study:

1. Commercial b& ould design medium and long term financing scheme that better
[ ]
suit rea' es&p oject timelines in order to reduce repayment pressure on developers

an urage more viable developments.

5.3 Recommendations

Z\&Qemmem and regulatory agencies should work to stabilize the real estate market
by improving land documentation processes, strengthening property rights and reduce
bureaucratic bottleneck that delay project execution.

3. Government can introduce tax relief, subsidies and other fiscal incentives for banks

that actively participate in real estate financing.
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4. Central bank should consider providing special intervention funds with lower interest
rates dedicated to real estate development to make commercial bank financing more

attractive.
5.4 Contribution to Knowledge

Knowledge of real estate development finance can contribute as a guide for pol@ers to
design targeted financial and regulatory interventions that could encm@g}glore active
participation of banks in real estate financing, thereby addressing h@&\and infrastructure
deficits. By identifying factors influencing the willingness of C$rcial Banks in finance
real estate development can provide insights into the rk for better collaboration
between real estate developers and financial instityg@ This can lead to more bankable

projects structures and improved access to fundiub
5.5 Area of Further Studies . 5\%

Further studies can consider.i@ ting the roles of non-bank financial institutions such as

mortgage banks, micro@nstitutions, pension funds and Real Estate Investment Trust

(REITs) in fundiq&&estate projects.
60
\,Q:z>
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Appendix I
Department of Estate Management,
Faculty of Environmental Design and Management,
Lead City University, Ibadan.

Questionnaire for the Commercial banks in Abeokuta

Dear Sir/Madam, *

Questionnaire on the Assessment of Commercial Banks’ Willingness in Fi g Real
Estate Development in Ogun State, Nigeria. ’\<
The question below is drawn out to carry out an independent re on the above stated

topic in partial fulfillment for the Award of Master of Science. Degtec in Estate Management
and Valuation. Your professional experience is required ively capture the objectives
of the study. You are therefore implored to provide answer§ to the questions with honesty.
Your response will be treated with utmost confi nd use only for academic purpose.

Any inconveniences this might cause you are re d.

Thank you, \
Yours faithfully, ° 5\%

Shehu Tijani HASSAN Q%

N\

N
. \% SECTION A
Instructions Pl \tick (\) and fill the blank spaces where applicable
& Profile.
(1) N%Qdf YOUE DANK ..o
(2) POSTHON/DESIZNATION ....utitt ettt et ettt et et e et et e e et et et e et e te et et eaeeneeeanaas
(3) Gender: Male [ ] or Female [ ]
(4) Age: (a) 11 —20years [ ] (b)21 —30years [ ] (c)31—40years [ ] (d)41-50
years [ | (e) 51 years & above
(5) What is the level of your Educational Qualification? (a) OND [ ] (b) HND [ ]
(c) BSc. [ ] (dMasters [ ] (e)Ph.D. [ ]

Organiz
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(6) What is your level of membership cadre with your professional institution?  (a)
Associate [ ] (b) Fellow [ ] (c) Honorary Fellow [ ]

(7) How long have you been working with your organization? (a) 1- 5 years [ ] (b) 6 —
I0years [ ] (c)ll—15years [ ] (d) 16 yearsandabove [ ]

(8) How long has your bank been operating in Abeokuta? (a) 1-5 years [ | (b) 6-10 years [ ]
(c) 11-15years[ ] (d) 16 years & above [ ] *

(9) How many branches of your bank are located in Abeokuta? (a) 1 [ ] (b@] (c) 3

[ ](d) More than 3 [ ] (/

(10) Has your organization ever been involved in real estate develop % (@) Yes [ ] (b)

No [ ]
(11) If yes, how many real estate developments has your organiZQIlvolved?
(@ 1-10 [ ] () 1120 [ ] () 2130 [ ] (d) 3 [ (e) 41 & above [ ]

SECTION B Q
(12) What types of loans does your bank typic §fer? (a) Construction loans [ ] (b)
P

Financing Policies and Processes

Mortgage loans [ | (c) Small business I ] (d) Manufacturing loans [ ]
(13) What is the duration of loan prov%' your bank? (a) Shortterm [ |  (b) Medium
term [ ] (c) Longterm [ ] \

(14) How frequently does yo s& finance real estate projects in Abeokuta? (a) Frequently

[ 1 (b) Occasionally % arely [ ]
(15) What scale of real estate projects does your bank finance? (a) Small-scale [ ] (b)

Medium-scale q.}’\%e) arge-scale [ ]

(16) What f@m g instruments does your bank use for real estate projects? (a) Loans [ ]
(b) Credi %es [ 1 (c)Partnerships [ ]

(17) types of real estate development does your bank likely to finance?

Instruction: Please tick (V) where appropriate (1) Not at All Likely (2) Not Very Likely (3)
Undecided (4) Likely (5) Very Likely

Real Estate | Not at All | Not Very | Undecided Likely (4) Very Likely
Development | Likely (1) Likely (2) A3 Q)

Types

Residential

Commercial
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Industrial

Agricultural

Specialized

Mixed-Use

(18) What are the major processes required by bank for financing real estate development?

Instruction: Please tick (V) where appropriate (1) Not a Priority at All (2) Low Priority (3)
Moderate Priority (4) High Priority (5) Extremely High Priority A{

Real  Estate | Not a | Low Moderate High erﬁely
Finance Priority at | Priority (2) | Priority (3) | Priority (4 H
Processes All (1)

riority (5)
Loan '\

Application N
Collateral N

Land
Documentation P

Credit \)

Assessment

Evaluation

AN
Project 6’6\
V-

Loan \O
Disbursement Q(>

.s\\'\'

S
‘N

Q

Willingness to Finance\hl Estate Development

SECTION C

(19) On a sca .gél» how willing is your bank to finance real estate development in
Abeokuta? I MNotwilling) [ ] (b)2 [ ] (c¢)3 (Neutral) [ ] (d)4 (Willing) [ ]

(e)5(V ing [ ]
(20) are the variables that prompted willingness to finance real estate development by
your bank?

Instruction: Please tick (V) where appropriate (1) Strongly Disagree (2) Disagree (3)
Undecided (4) Agree (5) Strongly Agree

Willingness Strongly Disagree (2) | Undecided Agree (4) Strongly
Variables Disagree (1) A3 Agree (5)
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Market

Condition

Profitability

and Return

Legal

Documentation

Affordability

Housing

Demand

Societal

Norms

Tax Policy

Risks

Developer-
Bank
Relationship

Developer

Credibility

Factors

Developme%

Qﬂ\
P

SECTION D

illingness of Commercial banks in Financing Real Estate

(21) W%’be the factors influencing your bank’s willingness to finance real estate projects

in AbeodKuta?

Instruction: Please tick (V) where appropriate (1) Not Influenced (2) Slight Influenced (3)

Somewhat Influenced (4) Very Influenced (5) Extremely Influenced

S/N Factor Not Slightly Somewhat | Very Extremely
Influenced | Influenced | Influenced | Influenced | Influenced
1. Market
Stability
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Risk of Project
Failure

Economic
Policies

Developer’s
Reputation

Collateral
Availability

Inadequate
Collateral

Inflation

Location

Interest Rate

=[o|°

Return on
Investment

Tax incentive

12.

Diversification
and Portfolio
Management
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Appendix 11
Department of Estate Management,
Faculty of Environmental Design and Management,
Lead City University, Ibadan.
Questionnaire for the Real Estate Developers & Estate Surveyor and Valuer in

Abeokuta

Dear Sir/Madam, Q*

Questionnaire on the Assessment of Commercial Banks’ Willingness i@ncing Real
Estate Development in Ogun State, Nigeria.

The question below is drawn out to carry out an independent on the above stated

topic in partial fulfillment for the Award of Master of Scien gree in Estate Management
and Valuation. Your professional experience is required ‘Q gCtively capture the objectives
of the study. You are therefore implored to provide a@uers to the questions with honesty.
Your response will be treated with utmost confi and use only for academic purpose.

Any inconveniences this might cause you a® ed.

Thank you, *

Yours faithfully, ’ \

Shehu Tijani HASSAN  » \A%
. @ SECTION A

Instruction;Rlease tick (V) and fill the blank spaces where applicable

Pleage i r'g[e: Real Estate Developer [ ] or Estate Surveyor and Valuer [ ]

Orgahizational Profile

(1)Name of your Organizational.............co.iiuiiiiitiiii i ae
(3) Gender: Male [ | or Female [ ]

(4) Age: (a) 11 —20years [ ] (b)21—-30years [ ] (c)31—40years [ ] (d)41-50
years [ | (e) 51 years & above
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(5) What is the level of your Educational Qualification? (a) OND [ ] (b) HND [ ]

(c) B.Sc. [ ] (d)Masters [ ] (¢e) Ph.D. [ ]

(6) What is your level of membership cadre in your professional institution? (a) Associate
[ 1 (b) Fellow [ ] (c) Honorary Fellow [ ]

(7) How long have you been working with your organization? (a) 1- 5 years [ ] (b)6
—10years [ ] (c)ll—15years [ ] (d) 16 years and above

(8) How long has your organization been involved in real estate development in %kuta?
(@) 1-5years [ ] (b)6-10years [ ] (c)1l-15years [ ] (d) 16 years e [ ]

(9) What types of real estate projects does your organization develop? (a) Re§idential [ ]
(b) Commercial [ ] (c)Industrial [ ] (d) Mixed-use [ ]

(10) Has your organization ever been involved in real estate dev@? (@) Yes [ ] (b)
No [ ]

(11) If yes, how many real estate developments has your 6 1;at10n involved?
(@ 1-10 [ ] (b) 1120 [ ] (c) 21-30 [ ] % [ ] (e) 41 & above [ ]

SECTIO

Financing Policies and Experience @
(12) Has your organization ever sequg%nancing from commercial banks for real estate
0

projects in Abeokuta? (a) Yes [ @ [ ]

(13) If yes, what type of financ Q strument was obtained? (a) Loans [ ] (b) Credit
lines [ ] (¢) Partners
(14) What types of loans_does bank typically offer? (a) Construction loans [ ]  (b)
Mortgage loans %

(15) What 1 atlon of loan provided by bank? (a) Short term [ ](b) Medium term [ ]
(c) Long ]

(16) lgh types of real estate development does bank likely to finance?

Small business loans [ ] (d) Manufacturing loans [ ]

Instruction: Please tick (V) where appropriate (1) Not at All Likely (2) Not Very Likely (3)
Undecided (4) Likely (5) Very Likely

Real Estate | Not at All | Not Very | Undecided Likely (4) Very Likely
Development | Likely (1) Likely (2) A3) &)
Types

Residential

Commercial

Industrial
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Agricultural

Specialized

Mixed-Use

(17) What is size of real estate projects that bank finance? (a) Small-scale [ ] (b)
Medium-scale [ | (c) Large-scale [ ]

(18) How would you rate the ease of accessing financing from commercial banks? (a) Very
easy [ | (b) Somewhateasy [ | (c) Difficult [ ] (d) Very difficult [ ] \

(19) What are the major processes required by bank for financing real estate d@mem?

Instruction: Please tick (V) where appropriate (1) Not a Priority at Al Z)div Priority (3)
Moderate Priority (4) High Priority (5) Extremely High Priority ™\

Real  Estate | Not a | Low Moderate Hi Extremely
Finance Priority at | Priority (2) | Priority (3) ity (4) | High
Processes All (1) T\ Priority (5)
Loan N>

Application _Q

Collateral

AN
Land 60
Documentation (o \

Credit @V

Assessment N
Project . \
Evaluation é:\\'
Loan v
Disbursement Q

Q
Q SECTION C
Willingness ofC.d:éne cial Banks

e

(20) On a seal 1-5, how willing is your bank to finance real estate development in
Abeokuta? ﬁl (Notwilling) [ ] (b)2 [ ] (c)3 (Neutral) [ ] (d)4 (Willing) [ ] (e)
5(Ve illing [ ]

(21) What types of projects are banks most willing to finance, based on your experience? (a)
Residential [ ] (b) Commercial [ | (c)Industrial [ ] (d) Mixed-use [ ]

(22) Do you think commercial banks’ policies align with the needs of real estate developers?
(@) Yes [ ] (b)No [ ]

(23) What are the variables that can prompt commercial banks to be willing to finance real

estate development?
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Instruction: Please tick (V) where appropriate (1) Strongly Disagree (2) Disagree (3)
Undecided (4) Agree (5) Strongly Agree

Willingness

Variables

Strongly
Disagree (1)

Disagree (2)

Undecided
3

Agree (4)

Strongly
Agree (5)

Market

Condition

A

Profitability

and Return

3(

/

Legal

Documentation

(

e
4

D

Affordability

~C

3\

Housing

Demand

N
o

Societal

Norms

A

D

Tax Policy

Risks

Developer-
Bank
Relationship

Developer

Credibility x(

rb\)
N

SECTION D

Factors Influencing Willingness of Commercial banks in Financing Real Estate

Development

(24) What are the factors influencing commercial banks willingness to finance real estate

projects in Abeokuta?
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Instruction: Please tick (V) where appropriate (1) Not Influenced (2) Slight Influenced (3)
Somewhat Influenced (4) Very Influenced (5) Extremely Influenced

S/N Factor Not Slightly Somewhat | Very Extremely
Influenced | Influenced | Influenced | Influenced | Influenced
) (2) 3) “4) QN
1. Market N
Stability R (‘\Q
2. Risk of Project OJ
Failure &
3. Economic Q N
Policies k
4. Developer’s Q
Reputation N\
5. Collateral N
Availability ‘r)\Q
6. Inadequate é’.\’
Collateral
7. Inflation &-
8. Location _ ,‘6 N
9. Interest Rate R\
10. Return on K“:)\
Investment . ‘\%
11. Tax incentive ,\\
12. DiversiﬁcatiO\ \
and Portfolio
Manag
e
O
\¥
Bio-data

A. Personal Data:
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ol B A o

B. Educational Background

Name:

Date of Birth:

Nationality/State of Origin:
Marital Status:

Phone Number:

E-Mail Address:

Place of Birth:

Name and Address of Next of Kin:

Ajagbe Street

1. Educational Institutions Attended with Dates:

ii.

iii.

Lead City University, Ibadan, Oyo State

Federal University of Technology, Mln@ er State.

Community Grammar School, A@
Ansar-ud-deen Nur. & Pry. Sch(%k iyepe-ljebu

iv.

2. Academic Qualification Ob ith Dates
i. M.Sc. Estate Manageme&?ﬁld Valuation

il. B.Tech. Estate ent and Valuation
iil. Senior Secogg‘v&ﬁ:ool Certificate

iv.

First Sch& ving Certificate

C. Worgg xperience with Dates

\/

iil.

1v.

eway (ICT) Polytechnic, Saapade, Ogun State
Lecturer III: Department of Estate Management and
Valuation

Jide Olawepo & Co. Estate Firm, Ijebu-ode
Post Held: Estate Surveyor

Makeke Senior Secondary School, Makeke, Edo State

Jide Taiwo & Co. Estate Firm, Ijebu-ode
Post Held: Assistant Estate Surveyor/Internship

D. Award and Fellowship
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Shehu Tijani HASSAN

13t October, 1991
Nigerian/Ogun State
Married

07062467518
hassanshehu24@gmail.com

Q.

Mrs Mutiat A. Ha ol,
i , @mo.

2023 till date
2011-2016
2003-2008
1997-2003

In-view
2016
2008
2003

2024- till date

2018-2020

2017-2018
2015
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E. Membership of Academic/Professional Bodies

Nigerian Institution of Estate Surveyors and Valuers (NIESV) 2019
Graduate Member

F. Publications:
Dissertation/Thesis:
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Commercial Banks in Real Estate Development in Ogun State.
B.Sc. (Estate Management) Final Dissertation. 2016 Q«

» Assessment of Commercial Banks’ Willingness in Real
Estate Development Financing in Ogun State, Nigeria. <
M.Sc. (Estate Management) Thesis. In-View

Conference Presentation %O

> Hassan S.T. Ikugbe C.E, Kareem F.A & B A.V, (2024). Investigating
the Role of Community Engagement proving Waste Management
Practices in Ogun State. A paper presented at'the 15 International Conference
on Engineering and Environmen lﬁology held At the Prince Dapo
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	Commercial                              80       3
	Mixed use                                 80      
	Industrial                                  80    
	Agricultural                              80      
	Specialized                               80      
	Source: Author’s Field Survey, 2025
	From Table 4.5 above, it was revealed that main ty
	4.4 Various Real Estate Finance Criteria Required 
	To assess the various real estate finance criteria
	Table 4.6: Various Criteria Required by Commercial
	Characteristics                           CB Mean 
	Criteria                                          
	Loan Application                      15   3.73  1
	Collateral                                 15   4.
	Land Documentation                 15   3.27  1.39
	Credit Assessment                     15   3.67 1.
	Project Evaluation                     15   4.07  
	Loan Disbursement                   15   2.93  1.3
	Source: Author’s Field Survey, 2025
	Table 4.7: Various Real Estate Finance Criteria Re
	Characteristics                           CB     M
	Real Estate Finance processes                     
	Collateral                                 80     
	Land Documentation                 80      3.98   
	Loan Application                      80      3.90
	Loan Disbursement                   80     3.25   
	Credit Assessment                     80     2.65 
	Project Evaluation                     80     2.65
	Source: Author’s Field Survey, 2025
	To determine factors influencing willingness of co
	Table 4.8: Variables that prompted Commercial Bank
	Characteristics                       CB  Mean S.D
	Willingness Variables                             
	Market condition                    15   4.50  0.6
	Profitability and Return           15   4.20  0.94
	Legal Documentation              15   4.20  1.15  
	Affordability                          15   1.60  
	Housing Demand                    15   3.53  1.30 
	Societal Norms                       15   2.33  1.
	Tax Policy                             15   4.27  
	Risks                                     15   3.6
	Developer Bank Relationship   15   3.27  1.22   8t
	Developer Credibility              15   3.80  1.15
	Source: Author’s Field Survey, 2025
	From the above Table 4.8, it was revealed that the
	Table 4.9: Variables that can prompt Commercial Ba
	Characteristics                                   
	Willingness Variables                             
	Profitability and Return                         8
	Market condition                                  
	Tax Policy                                        
	Legal Documentation                            80 
	Housing Demand                                  80
	Risks                                             
	Developer Bank Relationship                 80    
	Developer Credibility                            8
	Affordability                                     
	Societal Norms                                    
	Source: Author’s Field Survey, 2025
	Table 4.10: Factors Influencing Willingness of Com
	Characteristics                 CB  Mean   S.D Ran
	Factors                                           
	Market Stability               15   2.93   1.22  9
	Risk of Project Failure      15   3.53   1.06  5th
	Economic Policy              15   4.07   1.22  1st
	Developer’s Reputation     15   2.73   1.03 10th  
	Collateral Availability       15   4.00   1.13  3r
	Inadequate Collateral         15  3.73    0.70  4t
	Inflation                           15   3.33   0.
	Location                          15   4.07    0.8
	Interest Rate                     15   3.53   1.19
	Return on Investment        15   3.27   0.96  8th 
	Tax Incentive                   15   1.60    0.74 
	Diversification and 
	Portfolio Management       15   2.20   1.47  11th 
	Source: Author’s Field Survey, 2025
	Table 4.11: Factors Influencing Willingness of Com
	Characteristics                                   
	Factors
	Location                                          
	Risk of Project Failure                           
	Collateral Availability                           
	Return on Investment                            80
	Interest Rate                                     
	Inflation                                         
	Economic Policy                                   
	Market Stability                                  
	Developer’s Reputation                         80 
	Diversification and  
	Portfolio Management                           80 
	Inadequate Collateral                             
	Tax Incentive                                     
	Source: Author’s Field Survey, 2025
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