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Nigeria is a Country of approximately 200 million population with estimated 15 
million housing deficit and about 50% of the population are reportedly living in 
poverty. According to Nigerian Bureau of Statistics, the inflation rate in the 
Country has continued to skyrocket since January 2020 and attempts to regulate 
the situation has just been complicated by the corona virus (COVID-19 or 
pandemic) as the prices of crude oil in international market has crashed far 
below the Nigerian benchmark for 2020 budget. To further illustrate the dire 
situation, the International Monetary Fund (IMF) has projected negative 
income for 170 Countries in the world with Nigeria’s economy projected to slide 
by 3.4% in 2020.

At the beginning of the year, many real estate experts have projected positives 
for the outlook of Real Estate Sector around the world with Nigeria not being an 
exception, particularly with the recent Finance Act 2019 providing incentives to 
Real Estate Investment Trusts (REITs) amongst other things. 

Similarly with the real estate sector globally, the Nigerian Real Estate Sector is 
now expected to be affected by the pandemic with the stay at home order being 
enforced in some parts of the country. In fact, many Investors (Portfolio and 
Direct investments) are already adopting the wait-and-see tactics as a result of 
the uncertainty abound in the Nigerian Real Estate Sector.

In order to fully grasp the effects of the pandemic on the business outlook of the 
Real Estate Sector, we shall consider some key issues that are bound to take 
different shape post COVID-19.
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Hence, the projected cost for putting up a property are bound to take different shape 
post COVID-19.

Furthermore, it will not be surprising to see some completed buildings with lower 
asking price post COVID-19, this may be occasioned as a result of Developer's 
immediate liquidity needs due to the lockdown and general economic situation.

In addition to the foregoing, we also believe that construction, generally, in the 
Country would be delayed as a result of the lockdown and foreign contractors 
returning to their home countries. It is inevitable for some performance bonds, 
retention bonds, delivery dates, and project costs to be renegotiated post COVID-
19. We believe that this should be done with Contractors individually as there is no 
one size fits all that can cater for all constructions, being purely contractual with 
different facts and circumstances

a. Gainers:

Notwithstanding the inflation of prices in building materials, we envisage that 
some indigenous building materials manufacturing companies such as Lafarge, 
Dangote etc. may be among the top gainers due to the fact that they are domiciled in 
the Country and produce locally enabling them to witness some commercial 
activities particularly in states where the lockdown is not being fully implemented.
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CONSTRUCTION

a. Cost of Building Materials, Real Estate 
Property and Contract Variation:

Due to increase in inflation rate, we envisage 
that the cost of building a property will increase 
post COVID-19. This is more apparent with the 
border and flight restrictions currently in place 
which is affecting optimal movement of building 
materials necessary to put up a real estate 
structure.2
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i. Numerous Tenancy matters were already pending in Court before Courts 
were closed vide Nigeria Judicial Council’s directive;

ii. Some Tenants may have received requisite notices provided by law to vacate 
the property before the pandemic; and

iii. New disputes between Landlord and Tenants as a result of the pandemic.

With respect to number (iii) above, one issue that we believe will be frequent the 
force majeure clauses providing defence. We are of the view that it may be 
somewhat difficult for tenants in residential properties to rely on force majeure 
clauses contained in their agreements due to the pandemic, as the pandemic has 
really not prevented one from residing in the property. We use “somewhat 
difficult” because it may not be strange or impossible to argue same where the 
restriction of movement or flight restriction has affected a Tenant who is stuck in 
foreign country or another state and unable to dwell in the said property for a 
period of time or in case of short term lease, for the duration of the lease.

Furthermore, This issue of force majeure may be different with Commercial and 
may also be easily relied upon where the arrangement involves the Landlord 
sharing a percentage in profits of the business as rent or in forward sale 
transaction, simply because the contract has been rendered impossible to 
perform.

From the foregoing, on the part of the parties, we would suggest amicable 
resolution of disputes as litigation may experience more delay post COVID-19. 
While on the part of the Judiciary, we would advise that the Judiciary set up fast 
track special courts to attend to landlord-tenant matters post COVID-19, failure 
of which will mean several real estate transactions to be caught in the web of 
litigation for a longer period negatively affecting the growth of the real estate 
sector.
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Issues Arising In Real Estate Sector Post Covid-19

Due to the lack of daily business dealings 
and reduced income as a result of the 
lockdown, especially for the teeming 
population relying on daily income, it is 
expected that there will be reduced 
consumer power, affecting affordability 
and ultimately resulting into default in 
rent payment. 

While defaults are bound to occur post 
COVID-19, it is noteworthy that disputes 
in tenancy matters will skyrocket based on 
the following reasons:
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Furthermore, it will be interesting to also note that there has been various 
housing schemes, including mortgage, in place prior to COVID-19 but there has 
always been no clarity as to how they are accessed coupled with the fact that 
some of these schemes are unaffordable or unsustainable to an average salary 
earner. Hence, government intervention via schemes in the housing sector will 
make no much difference if they are no made accessible to the populace or at least 
provide clarity as to their accessibility.

Consequently, COVID-19 has shown that Nigeria requires a much more inviting 
framework for the population to take the mortgage option more in securing their 
homes and we envisage that Nigeria, post COVID-19, may come out with more or 
better regulations, framework or schemes inviting her population to take up 
mortgage in order to reduce the housing deficit in the Country.

Ordinarily, a large part of the Country's 
population are not inclined to take up 
mortgage in securing their homes due to 
lack of  sufficient information and 
knowledge of the Country's mortgage 
system, the perceived high interest rates 
involved in such mortgage or as a result of 
the dynamics involved in the Nigerian Real 
Estate Sector.

MORTGAGE/HOUSING SCHEMES



We believe that in Nigeria, where commercial activities drive the numbers of 
patronage in hospitality business in Lagos, Port Harcourt and Abuja, the 
lockdown will have made the profit projections of most hospitality businesses to 
drop drastically.

The worrying trajectory is that commercial real estate may record low or no 
profit during the pandemic and may be at all-time low post COVID-19 in terms of 
investment except there are immediate policies or palliatives from the 
government to rejig the industry, enable investors recover, and make the 
industry more attractive for foreign and indigenous investors to invest their 
funds.

Notwithstanding the above, we envisage that there may be an opportunity in 
real estate, as investments could perform over the long term and more 
importantly, real estate may be regarded as a safe security along with bonds and 
treasury bills, making many indigenous and foreign investors to attempt to 
invest their funds into the sector post COVID-19. Again, this can only be the 
reality if the government intervenes to make the sector very attractive to 
investors, failure of which will enable the unending discussion of providing 
affordable housing to start from scratch. 

a. Investment

Investors, prior to COVID-19, have found the 
growth in real estate favourable and according to 
Northcourt's Real Estate Market Outlook Report 
in January 2020, the Nigerian hospitality sector 
recorded one of the highest performance rates in 
Africa in 2019. The sector was reported to now 
have more international hotel groups present or 
keenly looking to invest directly or via strategic 
partnerships.

REAL ESTATE INVESTMENT
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a. Restructuring

Investors should be aware that, as result of this pandemic and stay at home order 
that followed, many real estate companies or projects may be unable to meet up 
with their overhead costs leading several to either downsize or take up 
restructuring schemes such as mergers and acquisitions, arrangement and 
compromise, arrangement on sale etc. in order to continue to exist.

We understand that the next thing that comes to mind upon reading the 
foregoing is: What of the interventions by the government, CBN and even some 
commercial banks particularly to Small and Medium Enterprises (SMEs) in 
form of loans?  The real question should be: Are they enough to cover the 
overhead of SMEs?  We answer this question in the negative going by the 
number of SMEs in the country. In addition,  several projects or schemes in the 
real estate sector may be unable to meet up with overhead cost, hence, we 
envisage restructuring of several  schemes in real estate post COVID-19.  We 
consider this as a wakeup call to the real estate industry players.
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There has been interesting measures taken by the CBN to ease the effect of the 
pandemic on the economy, which we believe will have long term positive effects in 
the real estate sector when implemented. The CBN termed the said measures as  
the six initial policy responses to cushion the effects of COVID-19 which includes 
Nigerian banks restructuring existing loans with lower interest rates (e.g. from 6 
months to 12 months); reduction of interest rates on all CBN facilities from 9% to 
5% per annum for one year effective 1st March, 2020 (these are loans which CBN 
had through banks provided to the Small and Medium Enterprises - SMEs in 
Commercial Credit Guarantee Scheme and Anchor Borrowers Programme 
amounting to about three trillion naira); creation of N50billion  fund to support 
SMEs of airlines, hotels, healthcare merchants etc.; permission to banks to grant 
leave or forbearance on loans (both principals and interest) to agriculture, oil  & 
gas and manufacturing clients; and strengthening loan-to-deposit rate policy by 
supporting industry funding levels and maintain bank’s capacity to direct credit 
to individuals, households and businesses.

The Housing Development Advocacy Network opined that the CBN through its 
interventions fails to identify immediate housing needs in this crucial 
intervention such as downward review of interest rates on housing loans and 
providing six months accommodation for the homeless during this pandemic. We 
agree with this based on the fact that the housing deficits may skyrocket if no 
immediate interventions are made in the housing sector and while the CBN may 
initiate these interventions we believe the relevant Ministries are more 
appropriate to take up these responsibilities.

In conclusion, real estate sector must prepare for harsh times except there is 
direct and aggressive government intervention in the sector as efforts of the 
private sector alone has never been enough to see development in real estate. In 
addition to all the interventions currently being put in place by the Nigerian 
Government, which we believe would have long term effects, Nigeria must come 
up with policies that will create incentives in the real estate sector and provide 
palliatives to stakeholders that may have suffered due to this COVID-19 for the 
sake of providing short term and immediate effects. Similarly as seen in other 
countries such as the United States, reduce mortgage interests’ rates, extend 
moratoriums in real estate related transaction and also intervene in Landlord 
and Tenants relationship by creating a general guideline that will either 
suspend rents or postpone commencement/termination dates to provide short 
term cushions.

CONCLUSION
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1. Nigerian Bureau of Statistics urban and rural inflation rate report indicating 
rural inflation rate as 12.93% and urban inflation  rate at 11.64% for March YoY, 
with Food Sub index inflation rate at 14.98%

2. Building materials in Nigeria are majorly imported

3. In essence, prices of property can go both ways at immediate post COVID-19 
but we envisage it being more expensive in longer term due to the inflation rate, 
which makes the building and finishing materials required for the property to 
become more expensive.

4. This is more apparent with the non-essential workforce restricted by the stay-
at-home order.

5. Force majeure refers to a clause that is included in contracts to remove liability 
for natural and unavoidable catastrophes that interrupt the expected course of 
events and prevent participants from fulfilling obligations.

6. See Thames Valley Power Ltd v Total Gas & Power Ltd [2005] EWHC 2208 
(Comm.) where the Court held a party cannot claim force majeure merely 
because a contract has become uneconomic to perform. See also, Tandrin 
Aviation Holdings Ltd v Aero Toy Store LLC [2010] EWHC 40 (Comm.) where it 
was held that as a general rule, economic circumstances, even a severe 
downturn, do not amount to an event of force majeure. The term "prevent" has 
been interpreted to have quite a narrow meaning: the party claiming force 
majeure must show that performance of its obligations was legally or physically 
impossible, not just more expensive than what was originally anticipated.

Davis Contractors v Fareham Urban DC [1956] AC 696

7. See Tenants (Lancashire) Ltd v G.S. Wilson & Co. Ltd [1917] AC 495

8. Davis Contractors v Fareham Urban DC [1956] AC 696
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9. Though it is still plagued with a number of bottlenecks such as prolonged 
development periods, the coupon rates at completion compensate for the 
troubles.

10. The essential services industrial segment may become more attractive post 
COVID-19 encouraging Landlords to lease their lands to the essential service 
providing segment such as agriculture, production/manufacturing of essential 
goods, food production or preservation industries etc.

11. This would be as a result of perceived economic crisis that may make other 
investments in other sectors riskier or with lower ROI (Return on Investment) 
and considering the fact that property may be acquired cheaper if there is 
recession.

12. It is also important to add that financial institutions leans toward borrowers 
who have properties to use as securities encouraging acquisition of more 
properties in order to access loans. This would be another factor Investors may 
consider i.e. real estate can be used for future finance

13. We understand the government has been making efforts in order to booster 
the real estate sector and example can be seen with the Finance Act referenced at 
the beginning of this Outlook but there must be more interventions in the sector 
post COVID-19 not in form of loans.

15. Real estate will witness harsh times but some segment may perform more 
than others such as Industrial and Residential compared to Commercial.
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