[bookmark: _Hlk165446077]
PROBLEMS ASSOCIATED WITH COMMERCIAL PROPERTY INVESTMENT IN NIGERIA 
(A CASE STUDY OF LEKKI FREE TRADE ZONE).


BY
ABDULRAHMAN FATIMOH OLUWABUNMI
HND/23/ETM/FT/0003

SUBMITTED TO 
THE DEPARTMENT OF ESTATE MANAGEMENT AND VALUATION, INSTITUTE OF ENVIRONMENTAL STUDIES, KWARA STATE POLYTECHNIC, ILORIN.


IN PARTIAL FULFILMENT OF THE REQUIREMENTS FOR THE AWARD OF HIGHER NATIONAL DIPLOMA (HND) IN ESTATE MANAMENT AND VALUATION 
JULY, 2025



CERTIFICATION
	This research work has been read and approved as meeting the requirement for the award in Higher National Diploma (HND) in Estate Management and Valuation, Institute of Environmental Studies, Kwara State Polytechnic, Ilorin.


……………………………					…….………..……………..
ESV. DR. (MRS) N.I. UWAEZUOKE				 DATE
(Project Supervisor)	




…………………………..…………				.…………………………….
ESV. DR. (MRS) N.I. UWAEZUOKE					DATE
(Project Coordinator)



…………………………….………….			……………………………
ESV. ABDULKAREEM RASHEEDAT. A. 				DATE
(Head of Department)




………………………………….....				……………….………….
ESV. DR. LUKUMAN MUSIBAU					DATE
EXTERNAL EXAMINER							


DEDICATION
This research work is dedicated to Almighty Allah the giver of wisdom and knowledge for his love and protection over my life throughout my higher national diploma and also my amazing lovely and wonderful Parent Mr. and Mrs. ABDULRAHMAN for their support 


























ACKNOWLEDGMENTS
My Sincere Gratitude glory and adoration goes to Almighty God, who gave me the grace and privileged to complete my academic career in this institution.
A research project of this nature cannot be successfully accomplished without the assistance of some noble persons. I would like to record my appreciation to the following individuals.
Firstly, my sincere gratitude goes to my lovely brother for their immense love, guidance, advice, prayers, belief, understanding and financial support. 
May Almighty God grant you all your heart desires and opportune you to reap the fruits of your labour. I don't know where I would have been without you both. Thanks for been there for me every time and thanks for everything.
My Sincere gratitude also goes to my supervisor, DR. MUHAMMED A. for his enthusiasm, patience, insightful comments, helpful information, practical advice and increasing ideas that have helped me tremendously at all times in my research and writing of this thesis. His immense knowledge and profound experience has enabled me to complete this research successfully. Without this support and guidance, this project would not have been possible; I could not have imagined having a better supervisor in my study.
My appreciation also  goes to my Lovely Parent Mr. and Mrs. AKINBO and my kindred Brother AKINBO AFEEZ TIMILEHIN for their Moral Support, financially support and Prayers, understanding etc. throughout the course of my study may eat the fruit of your labour Amen. 
Also my appreciation goes to my soulmate ADEDAYO, ADEBAYO, OREOLUWA, JOEL, AYOBAMI, and will also like to appreciate my friends for their support SHUKURAT, SELIMOT, KABIRAT, FATHIA and my siblings IDERA OLUWA, ROKEEBAT, ABDULATTEEF can’t forget the good and bad memory we share together I love you all may God reward you all. 






TABLE OF CONTENTS
Title page ……………………………………………….……………………………………..…i
Certification ………………………………………………..…………………………………….ii
Dedication ……………………………………………………..…………………………………iiii
Acknowledgments……………………………………………………...…………………………iv
Table of contents …………………………………………………………………………….……v
Abstract……………………………………………………………………...………………….…vi
CHAPTER ONE
INTRODUCTION
0. Background to the Study………………………………………………………………1
0. Statement of the Problem……………………………………………..............................6
1.3       Objectives of the Study…………………………………………….................................8
1.4       Research Questions …………………………………………….......................................8
1.5       Research Hypotheses……………………………………………....................................8
1.6      Significance of the Study……………………………………………...............................9
1.7       Scope of the Study…………………………………………….........................................10
1.8       Limitations of the Study……………………………………………..............................10
1.9        Definition of Terms…………………………………………….....................................11

CHAPTER TWO
LITERATURE REVIEW
2.1 Concept of Property ……………..………………………………........................................14
2.2 Nature of Property ……………..………………………………..........................................16
2.2.1 Movable property (Chattels) ……………………………………………..........................16
2.2.2 	Immovable property- lands…………………………………………….............................16
2.2.3 	Incorporeal properties (Intangible) ….…………………………………………................17
2.3 	 Property Market……………………………………………….........................................17
2.4.1 	Commercial properties……………………………………..……………………………..17
2.4.1.1 Types of Commercial Properties………………………..………………………...............18
2.4.2 	Residential properties …………………………………………….....................................19
2.4.2.1 Types residential properties ………………………………………………......................19
2.4.3 	Industrial properties …………………………………………….......................................19
2.5 Classification of Property……………………………………………......................................19
2.5.1 	Investment property……………………………………………........................................20
2.5.2 	Pros and Cons of investment property ……………………………………………...........20
2.5.2.1 Pros……………………………………………..................................................................21
2.5.2.2 Cons ……………………………………………................................................................21
2.6 	Private Developer ……………………………………………...........................................22
2.6.1 	Characteristics of a private developer ……………………………………………............22
2.6.2 	Major intensions of private developer……………………………………………….........23
2.6.2.1 Investment …………………………………………….....................................................23
 In this case, the property constructed is retained but let out for prospective tenants. This secures to the developer a regular flow of income through rents. ………………………………......……23
2.6.2.2 Speculation …………………………………………….....................................................23
2.6.2.3 Occupation ……………………………………………......................................................24
2.6.2.4 Motivation ……………………………………………......................................................24
2.6.3 	Reasons private developers choose to invest in property ………………………...………24
2.7 	Factors that Drive Property Investment Decision …………………………..……………25
2.7.1 	Economic factors…………………………………………….............................................25
2.7.1.1 Capital gain …………………………………………….....................................................26
2.7.1.2 User cost …………………………………………….........................................................27
2.7.1.3 Wealth portfolio and debt considerations  ………………………………………………..27
2.7.1.4 Capital Market ……………………………………………................................................28
2.7.2 	Non-economic factors ……………………………………………....................................28
2.7.2.1 Age and retirement …………………………………………….........................................28
2.7.2.2 Windfall gains and changing personal circumstances ……………...…………………….29
2.7.2.3 Attitude to risk and saving ……………………………………………..............................29
2.7.3 	Factors that affect the value a property ……………………………………………..........29
2.8 	Constraints to Property Investment Decisions in Nigeria ……………………………….30
2.2 Theoretical Framework…………………………………………….........................................31
2.2.1 Simulation Theory . …………………………..………………….........................................31
2.2.2 The Classical Theory …………………………………………….........................................32
2.2.3 Liquidity Preference Theory….………………………………………….............................32
2.2.4 Loanable Funds Theory……………………………………………......................................32
2.2.5 Structural Form Theory……………………………………………......................................33
2.3 Empirical Review ………………………………………………….........................................33
CHAPTER THREE
RESEARCH METHODOLOGY
3.1 Research Design……………………………………………....................................................36
3.2 Area of Study……………………………………………………….........................................36
3.3 Population of the Study…………………………………………….........................................37
3.4 Sample and Sampling Technique…………………………….…….........................................37
3.5 Nature and Source of Data……………………………………………....................................38
3.6 Method of Data Collection………………………………...……….........................................38
3.7 Validity of Instrument………………………………..…………….........................................38
3.8 Reliability of Instrument…………………………………………….......................................39
3.9 Method of Data Analysis…………………………………………….......................................39
3.10 Ethical Considerations…………………………………………….........................................39

CHAPTER FOUR
4.0. DATA PRESENTATION, ANALYSIS, AND DISCUSSION OF FINDINGS
4.1 Introduction……………………………………………...........................................................41
4.2 Analysis of Demographic Data…………………………………………….............................41
4.3 Analysis of research questions……………………………………………..............................44
4.4	Test of Hypothesis……………………………………………...........................................53
4.5. Discussion of Findings…………………………………………….........................................55

CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1	 Summary………………………………………...…………….........................................60
5.2	Conclusion……………………………………………..……….........................................61
5.3	Recommendations………………………………..…………….........................................62
References ……………………………………………......................................................65
Appendix…………………………………………….........................................................80

















ABSTRACT
This study critically examines the challenges confronting commercial property investment in Nigeria, with particular focus on the Lekki Free Trade Zone (LFTZ), a fast-developing industrial and commercial hub in Lagos State. Despite its strategic importance and potential for high returns, investors face a myriad of problems that hinder optimal investment performance. The research identifies and analyzes key issues such as inconsistent government policies, infrastructural deficiencies, land acquisition disputes, insecurity, poor legal framework, and bureaucratic delays in property documentation and approval processes. Data was collected through surveys, interviews, and review of relevant literature. Findings reveal that while the LFTZ presents numerous opportunities, persistent systemic and institutional bottlenecks significantly deter both local and foreign investors. The study recommends stronger policy consistency, improved infrastructural development, transparent land administration, and regulatory reforms to enhance investor confidence and maximize the zone’s commercial property potential.
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CHAPTER ONE
INTRODUCTION
1.1	Background to the Study
Commercial property investment in Nigeria has become an attractive option for individuals and organizations aiming to diversify their assets and capitalize on the potential for high returns. The allure of commercial property investment in Nigeria stems from its promise of both long-term and short-term financial benefits due to Nigeria's growing urban population, evolving business landscape, and increasing demand for retail, office, and industrial spaces. However, numerous challenges have become apparent, influencing the viability and attractiveness of commercial property investments within the country. The real estate market in Nigeria faces structural and operational impediments, as well as socio-political challenges that undermine investors' confidence and threaten the profitability of commercial property ventures.
One prominent issue confronting commercial property investment in Nigeria is the lack of regulatory transparency and policy consistency. Although the real estate sector is governed by various regulations, the inconsistent implementation and frequent changes in these regulations pose a significant risk to investors. According to Adebayo and Oladimeji (2021), fluctuating government policies regarding land ownership, zoning laws, and tax regimes discourage long-term investments, as investors often find it challenging to predict and plan for future outcomes. Additionally, the existence of overlapping regulatory authorities complicates the process of acquiring property titles, increasing both the time and financial costs involved. This regulatory complexity and inconsistency deter both foreign and local investors who may be accustomed to more streamlined property acquisition and development processes in other markets (Ola, 2022).
Another major challenge lies in Nigeria's insufficient infrastructure, which significantly impacts the viability of commercial properties. Commercial properties thrive in environments with well-developed infrastructure, including roads, electricity, water supply, and telecommunications. However, Nigeria’s infrastructure is often inadequate, particularly in urban centers where property demand is highest. For instance, many Nigerian cities experience frequent power outages, compelling businesses to rely on alternative power sources, which increases operational costs. Ojo and Adekunle (2023) indicate that inadequate infrastructure not only deters investors but also reduces property values, as the lack of basic amenities makes commercial properties less attractive to potential tenants. Moreover, the government’s slow pace in addressing infrastructure deficits further erodes investor confidence, as they face high overhead costs that could be avoided in better-equipped markets.
Financing challenges also play a critical role in limiting the potential of commercial property investment in Nigeria. Access to affordable and long-term financing is essential for real estate investment, yet Nigeria’s high-interest rates make borrowing prohibitively expensive for most investors. This issue is compounded by the limited availability of credit facilities specifically tailored for the real estate sector. According to Emefiele and Johnson (2022), high borrowing costs discourage developers and investors from embarking on large-scale commercial projects, as the high debt servicing costs reduce profitability margins. Furthermore, many financial institutions in Nigeria lack specialized products for commercial property investors, which contrasts with more developed markets where various financing options, including Real Estate Investment Trusts (REITs) and property-backed bonds, are available to encourage property investment (Ogunde, 2023).
Corruption within Nigeria’s property sector exacerbates these issues, as investors often face demands for unofficial payments to expedite regulatory approvals and secure property titles. This corruption not only increases the costs associated with property acquisition and development but also creates an unpredictable business environment where decisions are influenced by personal gain rather than regulatory compliance (Ibrahim & Bello, 2022). Corruption in property registration and approval processes further discourages investors, particularly international entities, as they are often reluctant to operate in environments where such practices are prevalent. Additionally, local investors find themselves spending more on legal and administrative processes, as they navigate a system rife with bureaucratic inefficiencies and unofficial fees.
Another notable issue affecting commercial property investment in Nigeria is market volatility. The Nigerian economy is highly susceptible to fluctuations in global oil prices, as oil exports constitute a significant portion of the country’s revenue. Consequently, economic downturns triggered by falling oil prices often result in reduced consumer spending, lower business profits, and, subsequently, a decrease in demand for commercial property. During such periods, rental yields decline, and property values drop, causing financial losses for investors. As noted by Adetunji and Olayemi (2023), the lack of economic diversification exacerbates this volatility, making commercial property investment risky, particularly for those who cannot sustain operations during downturns. This volatility, combined with high inflation rates and a depreciating currency, undermines the stability of returns on commercial property investments.
Legal and security challenges further complicate the commercial property investment landscape in Nigeria. Land ownership disputes are common, particularly in urban areas where demand for property is high. The Land Use Act of 1978, which vests land ownership in state governments, has not resolved the complexities surrounding land tenure, often resulting in protracted legal battles. Investors risk financial losses when ownership disputes arise after the acquisition of property, with some cases taking years to resolve through the legal system (Akinwale& Olatunji, 2022). Moreover, Nigeria’s security challenges, particularly issues related to insurgency, kidnapping, and theft, discourage investors from exploring high-risk areas, as they are concerned about the safety of their assets and tenants. The increased cost of security measures adds to the already high operational expenses of maintaining commercial properties, making investment less attractive.
Furthermore, the informal property market in Nigeria poses a unique challenge for investors in commercial real estate. A significant portion of Nigeria’s real estate sector operates within the informal economy, where property transactions are often conducted without formal documentation or adherence to legal frameworks. This informal market reduces the reliability of data on property values and rental yields, making it difficult for investors to assess the true potential of commercial properties. According to Abiola and Ige (2023), this lack of reliable data on property transactions limits investor confidence and makes it challenging to establish fair property prices. Investors are thus left without a solid basis for making informed decisions, increasing the risk of financial loss due to misvaluation.
Inflationary pressures also pose a significant concern for commercial property investors in Nigeria. The high inflation rate in Nigeria not only affects the cost of construction materials and labor but also erodes the purchasing power of tenants, many of whom may struggle to meet rising rental costs (Okonkwo, 2023). Consequently, property owners may face prolonged vacancies or be forced to reduce rents, affecting the profitability of their investments. 
The limited availability of professional property management services also hinders the growth of commercial property investments in Nigeria. Effective property management is essential for maximizing rental yields, maintaining property conditions, and ensuring tenant satisfaction. However, Nigeria’s real estate sector lacks a sufficient number of trained professionals specializing in commercial property management. As a result, many property owners are forced to manage properties themselves, often without the expertise required to navigate tenant relations, property maintenance, and regulatory compliance (Olajide & Musa, 2022). This deficiency in professional management services can result in reduced property values, as poorly managed properties deteriorate over time, ultimately affecting the long-term returns on investment.
Environmental factors, particularly flooding and climate change, present additional risks for commercial property investors. Nigeria has experienced an increase in severe weather events, including floods that cause significant damage to infrastructure and properties. The financial losses associated with repairing flood-damaged properties can be substantial, deterring investors from pursuing commercial property projects in flood-prone areas. According to Onyekachi (2023), climate change is expected to exacerbate these risks, making certain regions increasingly vulnerable and further complicating the already challenging investment landscape in Nigeria’s commercial property sector.
The challenges associated with commercial property investment in Nigeria are multifaceted and interconnected. From regulatory and infrastructure issues to economic instability and environmental risks, these challenges create a complex environment that demands careful navigation by investors. While Nigeria’s real estate sector offers substantial opportunities, particularly in high-demand urban centers, the existing barriers have limited the growth potential of commercial property investment. Addressing these issues requires concerted efforts from both the public and private sectors to create a more stable, transparent, and investor-friendly environment. Only by overcoming these barriers can Nigeria fully realize the potential of its commercial property market and attract both domestic and international investors.
[bookmark: _Hlk165486983]1.2	Statement of the Problem
In recent years, Nigeria’s commercial property investment sector has witnessed fluctuating growth, largely hindered by complex challenges that impact both domestic and foreign investors. Although the demand for commercial real estate remains high in urban areas due to rapid urbanization and business growth, many investors face substantial risks. According to the National Bureau of Statistics (NBS), real estate contributed only 5.9% to Nigeria's GDP in 2023, down from 6.8% in 2019, indicating a decline in real estate growth that has directly impacted investment in commercial properties (NBS, 2023). This decline can be attributed to numerous challenges, including high inflation rates, which hit 18.5% in 2023, a factor that has increased construction and maintenance costs, deterring investors (Central Bank of Nigeria, 2023). Additionally, approximately 40% of commercial properties in Lagos alone experience prolonged vacancies due to the high costs associated with property management and tenant acquisition (Oladimeji & Bello, 2022). This statistic reflects a systemic problem within Nigeria's commercial property market that discourages sustained investments, ultimately stunting growth in this sector.
Moreover, a lack of affordable financing options poses a significant barrier for investors in Nigeria’s commercial property market. The high cost of borrowing has led to stalled projects and abandoned properties, with about 30% of commercial property projects in major cities like Abuja and Port Harcourt reportedly delayed or discontinued as of 2022 (Emefiele & Johnson, 2022). The result is not only a decline in investor confidence but also a reduction in the availability of quality commercial spaces, which impacts local businesses that rely on such properties to operate effectively. These financial barriers are compounded by legal and regulatory issues, with nearly 50% of land title disputes in commercial property markets remaining unresolved due to bureaucratic inefficiencies and corruption in land administration processes (Akinwale& Olatunji, 2022). Such issues emphasize the need for systemic reform to enhance the growth and stability of Nigeria’s commercial property investment sector.
While past studies have examined the infrastructural, economic, and regulatory factors affecting property investment in Nigeria, there remains a gap in understanding the compounded effect of these issues specifically on commercial properties. Existing research primarily addresses either residential property challenges or isolated issues within the commercial real estate sector. For example, Adetunji and Olayemi (2023) highlighted the economic volatility of the Nigerian market, but their analysis did not focus on how such volatility uniquely impacts commercial property investments. Similarly, Ojo and Adekunle (2023) explored infrastructural inadequacies, yet their study was limited to how these issues affect general urban development without delving into the commercial property sector. This study seeks to bridge this gap by providing a comprehensive analysis of the multi-faceted challenges facing commercial property investments in Nigeria. By doing so, it aims to contribute valuable insights to the existing body of knowledge and inform policymakers, investors, and urban planners on the critical areas needing intervention to foster a more stable commercial real estate market.
[bookmark: _Hlk165487193]1.3       Objectives of the Study
[bookmark: _Hlk171420064]The study aim to investigate the challenges associated with commercial property investment in the Lekki Free Trade Zone in Nigeria.
Specific Objectives:
i. To examine the economic factors affecting commercial property investment.
ii. To assess the impact of regulatory policies on commercial property investment.
iii. To identify infrastructural challenges hindering commercial property investment.
[bookmark: _Hlk165487418]1.4       Research Questions:
i. What economic factors affect commercial property investment?
ii. How do regulatory policies impact commercial property investment?
iii. What infrastructural challenges hinder commercial property investment?
[bookmark: _Hlk165487579]1.5       Research Hypotheses:
H0: Economic factors do not significantly affect commercial property investment.
H1: Economic factors significantly affect commercial property investment.
H0: Regulatory policies have no significant impact on commercial property investment.
H1: Regulatory policies have a significant impact on commercial property investment.
H0: Infrastructural challenges do not significantly hinder commercial property investment.
H1: Infrastructural challenges significantly hinder commercial property investment.
[bookmark: _Hlk161058908]1.6      Significance of the Study
This study is significant as it provides a deeper understanding of the factors that influence commercial property investment within the Lekki Free Trade Zone, a critical area for Nigeria’s economic development and foreign direct investment. By identifying the economic, regulatory, and infrastructural challenges that impact commercial property investment, this research will offer insights that can help policymakers and investors make informed decisions to mitigate risks and improve investment outcomes in the region.
For policymakers, the study’s findings can guide the creation of more effective regulatory frameworks, which could reduce barriers to investment and encourage sustainable growth in the commercial property sector. For investors, the insights on specific challenges will aid in better risk assessment and strategic planning, thereby enhancing the attractiveness and profitability of property investments in the Lekki Free Trade Zone.
Additionally, this study contributes to the existing body of knowledge on commercial real estate investment in emerging markets, specifically within Nigeria. It addresses a knowledge gap regarding the unique challenges faced by commercial property investors in free trade zones, offering a foundation for further research and comparative studies in other regions and sectors. By highlighting the interplay of economic, regulatory, and infrastructural factors, this study also serves as a resource for academics, industry practitioners, and development organizations interested in fostering economic growth through real estate investment in developing economies.
[bookmark: _Hlk171420516]1.7       Scope of the Study
The scope of this study is focused on examining the challenges associated with commercial property investment within the Lekki Free Trade Zone in Nigeria. This research specifically investigates the economic, regulatory, and infrastructural factors impacting commercial property investments in this area. The study concentrates on collecting data from key stakeholders, including commercial property investors, developers, regulatory bodies, and relevant government agencies associated with the Lekki Free Trade Zone.
Geographically, the study is limited to the Lekki Free Trade Zone, as it represents a growing hub for commercial investment in Nigeria with unique challenges that may not be applicable to other regions. Temporally, the study covers data from recent years to capture current trends and relevant policies affecting the investment landscape. The research is intended to provide insights relevant to stakeholders involved in property investment in the Lekki Free Trade Zone, with a view to informing policy decisions, investment strategies, and future academic research within similar economic zones in Nigeria.
[bookmark: _Hlk165481414]1.8       Limitations of the Study
This study encounters several limitations that may influence the generalizability and scope of its findings. First, the reliance on data specific to the Lekki Free Trade Zone limits the applicability of the results to other regions within Nigeria, as different areas may have distinct economic, regulatory, and infrastructural challenges. Thus, while the findings provide insights relevant to the Lekki Free Trade Zone, they may not fully represent the commercial property investment environment in other parts of Nigeria.
Second, the study depends on data collected from stakeholders, which may introduce potential bias, especially if respondents are influenced by personal interests or perceptions regarding the commercial property sector. This may affect the objectivity of the data, despite efforts to gather information from a diverse range of stakeholders.
Additionally, access to up-to-date and comprehensive data poses a challenge due to the limited availability of publicly accessible information on investment trends, regulatory changes, and infrastructure developments specific to the Lekki Free Trade Zone. This limitation restricts the depth of the analysis and may affect the study's ability to capture recent changes in the investment landscape.
Time constraints may limit the extent of data collection and analysis, potentially impacting the overall depth of the study. These limitations are acknowledged, and every effort is made to mitigate their effects by ensuring methodological rigor and seeking the most reliable data sources available.
[bookmark: _Hlk165481592]1.9        Definition of Terms
Commercial Property Investment: The act of purchasing, developing, or managing properties intended for business purposes, including offices, retail spaces, warehouses, and industrial facilities. It typically aims to generate rental income and capital appreciation.
Economic Factors: Variables that influence the economic environment and affect investment decisions, including inflation rates, interest rates, exchange rates, and overall economic growth. In the context of commercial property investment, these factors can impact the cost of financing, property prices, and rental income.
Regulatory Policies: The laws, regulations, and guidelines established by government authorities that govern property ownership, development, and investment. These policies can significantly influence the ease or difficulty of investing in commercial properties.
Infrastructural Challenges: Issues related to the physical and organizational structures needed for the operation of commercial properties, such as transportation networks, utilities, and communication systems. Inadequate infrastructure can hinder access to properties, increase operational costs, and reduce the attractiveness of an investment location.
Property Management: The operation, control, and oversight of real estate properties, including activities related to leasing, maintenance, tenant relations, and financial management. Effective property management is crucial for maximizing investment returns and maintaining property value.
Foreign Direct Investment (FDI): Investment made by a company or individual in one country in business interests in another country, typically through establishing business operations or acquiring assets. FDI plays a significant role in the development of commercial properties in emerging markets like Nigeria.
Urbanization: The process by which an increasing percentage of a population moves from rural to urban areas, leading to the growth of cities. Urbanization often drives demand for commercial properties as businesses seek to establish themselves in areas with higher population densities.
Market Demand: The desire and willingness of consumers or businesses to purchase or lease commercial properties at a given price. Market demand influences property prices, rental rates, and overall investment potential in the commercial real estate sector.
Risk Assessment: The process of identifying and evaluating potential risks associated with an investment, including financial, operational, legal, and market-related risks. Conducting thorough risk assessments is essential for making informed investment decisions in commercial properties.



















CHAPTER TWO
LITERATURE REVIEW
2.1 Concept of Property 
According to Lorenz (2006), a property has no single or widely accepted definition and various academic training such as anthropology, economics, law and sociology that treat the concept more systematically and between the various areas and fields the definitions vary. In a well-known imagination and usual usage, a property is regarded as one’s possession and this signifies the relationship between the individuals and an object which is always seen as the holders‟ own things.  
Ajanlekoko (2001), asserted property rights are the bases which derive the holders to develop the property, accumulate wealth, and ultimately allocate resources based on the activities of the market for better living. In general, property can be classified into real estate, immovable property, estate inland, tangible and intangible, personal property, and interest; land improvements. Personal property may refers to cars, clothing, animals and intangible ones are financial instrument (stocks and bonds), which includes intellectual property such as patents, copyrights etc. 
Ajayi (1998) observed that property is recognized as a distinct asset class, it suggests possession, or better still, the belongings of a person which he can deal with as he likes. In legal term property is defined as the highest right a man can have to anything, being that right while, one has to lands or tenements, goods or chattels which does not depend on anthers courtesy. 
Two different meanings of property in law: 
1. The right of ownership: where someone lends his goods to a friend, the property is still that person’s own. While the goods are with the friend, the property in the goods remains in the lender. This is thus speaks of property in land, which is in the possession of another. This include the right to use, right to alienate, right to assimilation, and right to claim to title. 
2. The objective of ownership: it may be said that certain goods are the property of a certain or speaking of land, that the property of one person adjoins the property of another, or that the property may consist either of immovable things, such as lander of movable things as coined money. 
The meaning of the word property, when used in connection with values and valuation is closely associated with the idea of ownership.  A “valuation” can in fact be defined as the determination of monetary value at some specific date, of property right encompassed in the ownership. Ifediora (1993) these rights are the exclusive rights to possess, to enjoy, and in some case to dispose of a thing owned.  Property rights devolve on the legal concept of ownership. This is in general the rights of ownership which are defined and protected by law. It is the exercise of rights of ownership that animals, property to attain its value potential or utility. 
Various factors upon which property rights are widely depend on. Below are the three significant ones used under most condition?  
1. The use and enjoyment of the income and benefit 
2. The use and enjoyment of the property 
3. The rights to alienate, dispose of, transfer and otherwise transact with the property. 
In general terms, property is the right to the use of an economic good. The right of use and enjoyment of property is one of the fundamental elements of ownership. The valuation of property is indeed, the valuation of the right to the use of the property. This provides one of the value concepts, value in use or value to the owner, the right of use and enjoyment. Together these two groups of property right from the fundamental underpinning of the income or investment valve concept, Adair et al. (1996). The right of alienation enables an owner to transact with the property by way of lease. It is this right which results in the exchange or market value concept. According Lerano (1992), the rights of ownership are however not absolute, they may be limited, usually be statues or acts of government or by previous actions and creations of the owner. The scope of property rights and limitation thereto are pertinent, since valuation is an attempt to put monetary value to these rights. 




2.2 Nature of Property 
First we need to have clear idea of these property rights, what are they? For details of these rights, there’s need to adopt the legal classification of property under the listed items (Bhagwati, 2015): 
1. Movable property; chattels; 
2. Immovable property; lands and  
3. Intangible property; rights 
2.2.1 Movable Property (Chattels) 
According to David (2015), chattels are goods possession over which the rights for ownership here in discussed apply. The determination of the monetary value of property rights encompassed in ownership brings chattels within the orbit of appraisal. The rights of property in chattels include the three significant rights of ownership. 
1. The rights to use and enjoyment of the chattels 
2. The rights to use and enjoyment of the income from chattels. 
3. The rights to sale traffic or dispose of the chattels. 
Most chattels are owned for their use and enjoyment consumable goods and possession, because of their very nature, are not generally subject to appraisal functions. Some movable properties are owned for some purpose other than use and enjoyment, for example, investment that is for the receipt of future income or for capital appreciation. 
Such chattels are capable of valuation and do feature in appraisal application, they include: 
1. Machinery 
2. Equipment and vehicles 
3. Furniture and furnishing 
2.2.2 	Immovable property- lands 
According to Lorenz (2006), land or landed property is the commonly used wealth in Nigeria in referring to ownership of land as district from ownership of other than chattels. Real estate or real property, though known and used is a term for the same thing; they are more commonly used in United States (US), Canada. The use of the term land or real estate appears to refer to the physical land and appurtenances including structure affixed thereto. The main characteristics of land or real estate are its immobility and tangibility. It comprises land and all things of a permanent and substantial nature affixed thereto, whether by nature or by the hand of man. By nature it means trees, natural resources, by the hand of man refers building structures, fences and bridge, which the owner erects upon the land           (Bhagwati, 2015). 
2.2.3 	Incorporeal properties (Intangible) 
According to Ken Moon (2009), incorporeal properties are rights of ownership not backed by the physical incident of property. Otherwise, such rights satisfy the other attributes of property, namely: Patent, License, Royalties and Debentures. 
2.3 	 Property Market 
According to Marks et al. (1991), residential property demand could be divided into two distinct classes that is either for own stay or for investment. They further suggested that even own stay property has both own stay consumption and investment role due the fact that the own stay property comprises a resell value and it could be traded in the subsequent time. Cassidy et al. (2012) argued that both the investment demand and consumption demand have their unique purpose, which is for family usage and for income respectively. However residential property is an investment tool that is unique from other economic means and it is said to be illiquid, heterogeneous (unique in location, size, and accessibility to the nearest facilities as high transaction and information cost are incurred. Linneman and Watcher (1989), defines transaction cost as the cost of legal fee, stamp duty, agency negotiation and alike and information cost such as cost individual or company spends for investigating the profitable investment.    
2.4 	 Types of Properties 
2.4.1 	Commercial properties 
 According to Lerano (1992), commercial properties are properties built for commercial purpose. Commercial properties are real properties of any kind, which accommodate those who are engaged in any trade or profession with the expectation of profits. However, these properties are used solely for business purposes and investor (developer) usually owns the building and collects rent from each business that operates within the structure. Sometimes, the developer could build for outright sale and subsequently appoint a facility manager. 
2.4.1.1 Types of Commercial Properties 
According to Ifediora (1993), basically the decision to lease, rent or purchase commercial properties is generated by prospect for returns from the use of properties that suit the needs of a firm or company. Investors might make purchases just rent out to the prospective tenants. Builders, promoters and speculators, may develop new properties for lease of sale to business firms. The decision to engage in such business therefore depends on present level and future prospects of general business conditions or the relative prosperity of that particular line of business.  Some of the categories of commercial property include: Ultramodern malls and event centers, office buildings, recreation centers, concession, hospitality, restaurant and fast food outlets etc. but this study will consider a few commercial properties. 
There are three main types of commercial properties namely: Office, Shops, Commercial and Warehouse, etc. 
Offices: These are premises which are generally used for professional or trade purpose. They do not consist of selling goods or showrooms, they are buildings where higher sectors of economic activities are carried out such activity includes the services rendered by banks, insurance companies and professional lawyers, valuers etc. however, offices are service industries consisting of those experts whose role essentially advisory as opposed to being directly productive in the industrial sense (Ifediora, 1993). 
Shops: According to Gareth (2012), shops are buildings or part of building where goods are displayed for sale on either the retail or wholesale basis. They are very wide in area from small sized shops cover floor spaces of about 20m2 or less net floor area. The medium cover floor spaces between 50m2 and 100m2 net floor area and are found in major streets or roads in some part of the town. Income from shop property generally forms a very sound type f investment, attractive both the private investors and to cooperate bodies such as institutions, pension funds and insurance companies. 
Commercial Warehouse: This is a commercial property usually for storage purpose or sale of goods at same time.  However, the warehouse has been generally understood as a building used primarily for the storage purpose and has been define as a property or structure designed and used for storage of wares, goods and merchandise (Ifediora, 1993).  
2.4.2 	Residential properties 
Residential properties are properties that provide housing for accommodation,. Residential properties cover the whole area of property types such as condominiums, residential house, service apartments, townhouses and bungalow. They are characterized to providing shelter, security, comfort, privacy and investment. They are type of properties meant for living purposes. It is ranked second in the hierarchy of human needs; being most important after food (Lerano, 1992).  
2.4.2.1 Types residential properties 
According to Lerano (1992), residential properties cover a wide range of properties which are categorized into the following:  
1. Bungalow (detached/semi-detached)
2. Block of flat
3. Detached houses
4. Duplex (detached/semi-detached)
5. Service apartments
2.4.3 	Industrial properties 
Pearl mutual consult (PMC, 2009), explains industrial properties are used for manufacturing and production. Usually involves the construction of warehouse and factory floors. This sector of industry is not so robust in, due to the current low level of manufacturing activities in the country.  Industrial properties can generally be broken down into three sizes namely: small (single or double-storey building) zoned for industrial used, large (medium to large warehouses and factories) design to manufacture or store goods and enormous (big-box industrial space) used as logistics and distribution centers.  Investing in industrial estate provides benefit including higher rents, longer leases, low-maintenance building. 
2.5 Classification of Property 
According to Trott (1980), properties are classified into three namely: 
Investment Property, 
Marketable non-investment properties and 
Non-investment and non-marketable properties. 
2.5.1 	Investment property 
Gareth (2012), investing is a choice many people make at one point or another, in the hope of bringing wealth to their lives, an investment property has many benefits and if chosen carefully can provide solid financial returns. However, it can also be an expensive asset to acquire and maintain. Trott (1980), discovered that there are many upfront and ongoing costs which need to be taken into this include: initial cost (e.g. deposit, loan establishment fees, mortgage insurance, connections, stamp duty and legal), cost of investing (e.g. insurance, yearly mortgage fees, land tax, government taxes), cost of investing (e.g. body corporate fees, mortgage repayments, utilities, property management, repairs). 
Gareth (2012), further explained that basically, there are those properties which are expected to produce benefits in the form of direct monetary return, an investment property is one, which is produced, acquired or held for the sake of monetary income or monetary profit. An investment property is thus said to have an earning expectancy, the term earning expectancy denotes the net monetary returns beginning with the valuation date and continuing to the data the ownership terminates. The property maybe classified for valuation to determine whether or not it may be expected to produce benefits in the form of direct monetary returns, if the subject property does have earning expectancy, it is classed as investment property regardless of any other consideration, if it does not; it is classified as a non-investment property. Examples of investment property include interest or estate (PMC, 2009).  
1. Residential property 
2. Commercial property 
3. Industrial property etc.  
All are held for flow of income, capital gain or both. This study will focused on residential and commercial properties. 
2.5.2 	Pros and Cons of investment property 
However, property investment is not for everyone. Thus if you are considering investing in property, it is important to weigh up the pros and cons, (David,2016). 
2.5.2.1 Pros 
1. Capital growth: the value of your property will grow over time and may be extremely beneficial financially if chosen well. Not only will you benefit from steady capital growth, but regular monthly rental returns. 
2. A Safe investment: this is the only investment market which is not dominated by investors, hence creating a natural buffer in the market. It is also the most forgiving investment; if you purchase the worse house in the area, chances are that its value will still increase over time. 
3. Anyone can invest: you do not have to possess a vast amount of knowledge, as you may with stocks or opening up a business. 
4. Control: Unlike other investments, you are in full control of your property investment; you can make all the decisions and have control over all of your 
returns.  
5. Tax Benefits: Although tax benefits should not be used as a decision-making factor, it can be a benefit of investing in property. If your property is negatively geared, it may provide tax benefits. 
2.5.2.2 Cons 
1. Liquidity: Although you can sell your property if things get tough, the process is not as quick as it is to sell other investments such as shares. 
2. Hidden and ongoing costs: Along with the initial costs of investing in property (i.e. stamp duty, deposit, legal and conveyance fees), you will need to consider the ongoing hidden costs of property investment such as fitting out the property, maintenance and repairs, building and landlord insurance etc. other investment do not incur ongoing fees. 
3. Rent free period: During the periods when you are unable to find a tenant and the property is vacant, you will need to cover the mortgage repayments. 
4. Other costs: Although negative gearing may offer tax deductions, you will need to consider and budget for the shortfall between repayments and rental income as well as the cost to cover repayments when the property is vacant.

2.6 	Private Developer 
A private developer is a property developer within the private sector. A private developer acquires buildings or land in order to construct or refurbish building projects on site. A private developer aims to generate profit, as opposed to the government which aims to provide buildings for social and welfare. The buildings private developer constructs are typically then sold entirely or in part to others, or retained as assets to produce cash flow via renting them out to occupiers who lease them as opposed to owning their own (www.ukhousing.wikia.com, 2015).   
A property developer is defined as an entrepreneur who is committed to assuming the risks of mass housing production in advance of sale (Mabogunje, 2002). Another researcher,           Gumel (2000), classify private property developers into four: the first is land developer, one who acquires land (s); prepares the plots and make them available for prospective builders. Second is on-site developer, one who acquires land(s) and builds structure for sale. Third are merchant builders, developers who could be local industrialist that build several units of houses of similar design with the aim of achieving economies of scale in the production house and sell them right away to home buyers. The last are Developers investors who are similar to merchant developers except that the ownership of the constructed building is retained and then rented out as tenants, and a prefabricated housing producer who is a developer that produces housing units with prefabricated components on site. Okupe (2000), also in his study categorized property developers into two basic categories: first are those who most of the time are invited to construct housing project funded by private sector or government and second are those mostly involved in building houses and sell them directly to members of the public. 
2.6.1 	Characteristics of a private developer 
In the developing countries of the world, government controls the national resources, makes annual budgets and polices aimed at improving the country’s economy. It also the one (government) controls demand and supply and the flow of money through the Apex bank (e.g. Central Bank of Nigeria) and other policies (e.g. taxation). Bamisile (2004), in his study stated that a property developer must be able to analyze how every move of government will impact on the direct residential and commercial property delivery. He should be able to have clear idea of cost of construction materials and when they are likely to increase and why, when it is safe to import certain material. He must understand the government housing policies, he should be aware of laws and policies that are either favourable or unfavorable to housing delivery. He also needs to understand the demand and supply pattern regarding housing in nation, determine areas of shortfall in supply to have a clear idea where he concentrates his investment. Bamisile (2004), concluded that a property developer should be aware of the population distribution and urbanization pattern. His analyses of population distribution must be in line with the socio-economic to determine the type of suitable property for different location. He must also monitor policies and activities concerning the five factors of housing production (e.g. land, labor, capital and equipment).   
2.6.2 	Major intensions of private developer 
The National Housing Policy (2006), stated that despite the government intervention in the property market, private developers have been consistently responsible for providing about 90% of the total housing stock in Nigeria. Okupe (2000), in his study also declared that viewing the past and present contributions of the private property developers, in order to increase the nation’s property stock, they need to be mobilized, organized and motivated. 
Olanrewaju (2010), identified four major intensions of private developers‟ participation in property development. These are investment, speculation, occupation and motivation. 
2.6.2.1 Investment 
 In this case, the property constructed is retained but let out for prospective tenants. This secures to the developer a regular flow of income through rents. 
2.6.2.2 Speculation 
The property is built for sale, but the huge cost of construction and relatively low sale price due to market price would not allow an immediate disposal of completed property basically for a reason of insufficient return on capital invested. Generally, the property is normally speculated until when the price is satisfactory. 
2.6.2.3 Occupation 
Some of the private property developers also engaged in property development to provide for owner occupied development schemes, for instance, when a company builds for members of the staff to occupy. 
2.6.2.4 Motivation 
Private property developers are often motivated by certain incentives from government. This occurs when granted some tax exemptions on their investment projects, if basic infrastructures are made available, when land is allocated to them without any controversy and alike. 
2.6.3 	Reasons private developers choose to invest in property 
According to Seelig et al. (2006), investors are motivated to invest in the property for a variety of reasons; however, the expectation of profit dominates. Investors embark on a clear plan of wealth creation, to develop long-term financial security and build an asset base, and to secure future retirement income. For others, it is connected to the need to diversify investments, to spread financial risks, establish an alternative to superannuation, and build a balanced portfolio. Investors also feel a sense of control with property as it is a tangible product; one that can be seen and visited, and potentially adapted or used in various ways. 
Some researchers Cassidy et al. (2012), identified a very strong demand in the property investment and this has become one of the most preferred investment asset classes by the investors. De Bruin and Flint (2000), in their research opined those benefits of rental income and long-term capital gains are main reasons why investors chose to invest in property investment. Similarly, Gaynor (2000) revealed that property investments were actually used to hedge against stock market risk thus being as a diversification tool. Investors over the world preferred to invest in the stock market due to higher liquidity and lower entry costs. However, when the stock market is overpriced comparison to suit profit levels, the stock market becomes a risky investment and thus private investors will diversify in property investment. The same study argued that rental income was one of the reasons for property investment as being able to “get rich because the tenant pays for the mortgage”. Mathew (2013), concluded that property investment performed well with positive return. The above studies recognized that property investment is a common investment diversification tool. Therefore, the superiority of risk-return performance of direct properties investment relative to common stocks and other type of investment have yet to be proven (Sirmans and Sirmans, 1987).  
2.7 	Factors that Drive Property Investment Decision 
Property investment decisions are reliant on information upon a property as a low-risk investment, guaranteed to yield long-term capital gains, are key motivators for small-scale private property investors, (Gallimore et al., 2000). However, not all motivating factors are economical, but personal goals and personal or family circumstances are among the non-economical factors that play key part in investment decision. However, Seelig et al. (2009), opined that investors are motivated to invest in the private property market for a number of reasons. These include economic factors, personal goal (i.e. retirement home or future home for children at university) and household circumstances (i.e. proximity to their own dwelling). Investors perceive property as a long-term, safe and stable investment that is low risk and will produce guaranteed returns (Seelig et al., 2006). Investors largely expect capital gains from investing rather than other yield. This study will focus on the economic and non-economic factors. 
2.7.1 	Economic factors 
Brown et al. (2008), studied the factors for property investment in Australia, and asserted that the most important factors were increase in disposable income, low mortgage loan interest, high inflation rate, and easy access to mortgage loan, low Real Property Gain Tax (RPGT). They were of the opinion that these economic factors are the major factors that drive property investment market. In New Zealand, De Bruin and Flint (2000) found that economic factors were entirely the major purpose for property investment. The factors include wealth accumulation and capital gains, as well as for retirement income. All this are among the factors of property investment decisions. De Bruin and Flint (2003), argued that low property gain tax does not affect the property investment in New Zealand as the gain from property is tax let off. 
Hashim (2010), opined that property investment is the tool for personal wealth and has identified three (3) economic factors that affect its value which are user market, capital market and the government. Shemin (2002), also explained that property investment is the best in class wealth builder for five major reasons: property appreciation, consistent rental income, ability to lock in profit immediately when purchasing under value property, tax advantage, and ability to invest with zero down payment. Some researchers such as 
Good hart (2011), (Kupke et al., 2005)  added a valuable variable which is inflation rate and money supply while Halicioglu and Ghatak (2007) were of the opinion that the driven needs of property rental income include positive capital gain, retirement income needs, and influence from family and friends. They further highlighted that the macroeconomics factors such as GDP growth, alternative investment such as stock exchange index, income per capita are among the motivators for property investment. Another Malaysian researcher, Tang (2008) reaffirmed that household income, unemployment rate, low interest rate and expected return on alternative investment from stock market raised the property investment demand in the Malaysian context. Brian et al. (1991), have identified distinct economic factors which include cash-flow benefits flowing from rental income, capital gain from property values increasing over time, „equity‟ profits derived from attaining substantial or outright ownership of property, and taxation benefits from offsetting rental losses or reducing taxable income through negative gearing. 
Shroder (2001), in his research found that the economic models of personal investment decisions tend to emphasis the after-tax returns to alternative investment and size of personal net wealth.  He added that there are essentially three motives governing the investment decisions. First, whether the net return from rental investment is higher than alternatives; second, the liquidity of the asset that is the vehicle for investment and accumulation of savings, and third, the perceived risk. Seelig et al. (2009), uncovered important information about key parameters closely related these motives. 
2.7.1.1 Capital gain 
The expectation of capital gain is an important influence or attraction for investors. Those expecting healthy capital gains are more likely to retain investment properties. Seelig et al. (2009), also reported that capital gain is found to be one of the strongest motivating factors. 
It is reported to be an almost „universal‟ belief that if you stay glued to the property for quite long time, a capital gain will eventuate, and „capital gain will double (the value of your property) in ten years‟ is a common expectation 
Clark (1995), in study reported that properties that have low current gross rental yields will tend to have higher expected capital gain. This means that market competition will equalize rates of return across market segments; if there are segments with relatively low gross rental yields, this must reflect high expected capital gains and a healthy interest from the investors who forced down yields as they compete to acquire properties in these market segments. He concluded that investors are less likely to hold on to properties with low expected capital gain.  
 2.7.1.2 User cost 
The returns to an investment will help determine whether investor acquires an asset to add to wealth portfolios, and will help determine future investment intensions. The investor‟s user cost of capital is the hurdle rate that gross rental yields must at least equal if a competitive return is to be achieved and will therefore be a potentially critical variable (Clark, 1995). 
2.7.1.3 Wealth portfolio and debt considerations  
Shroder (2001), commented on the emphases of fixed cost of participatory in property investment, he said these are the cost that must be met if one is to become a real property investor, and do not vary or vary very little with the amount of investment. Typical example might be deposits and transaction costs, such as stamp duty. He added, the implication is that there is some size threshold that wealth portfolios must reach if rental investments are to be an asset in portfolios that command competitive returns. 
Seelig et al. (2009), discovered that the need to diversify investment or spread financial risks is also motivator for investment in property.  Those who hold life insurance and have large amounts of wealth tied up in superannuation may therefore be more likely to invest in property to balance their portfolios, and be more likely to stay glued to their property investments, Landstron (1995).  Chan (2002) considered that another motivator for property investment is the ability to leverage by using other people’s money. This leveraging method does not apply on other investment asset classes such as stocks, commodity, and forex investments. Due to the leveraging feature of property investment things like interest rate, easy access to mortgage financing will influence property investment decision (Kennedy, 2003). The need to eliminate or pay off debt could be a factor influencing both the capacity to leverage acquisitions of rental property and future intensions. Wood (2002), concluded that the models of survival and propensity both include measures of gross wealth, superannuation balance and secured debt. 
2.7.1.4 Capital Market 
Capital market refers to the market for all the various sources of capital for either lending or investment including government and corporate bonds and corporate stock, as debt and equity capital for real estate. Real estate income property is often brought and sold by investors who are primarily interested in the rate of return that they expect to earn on the investment. Real estate investments are typically financed with mortgages that are obtained from various types of financial institutions, including banks, insurance companies and mortgage real estate investment trust. Real estate values are influenced by the trends in the broader capital market. This is important for real estate appraisers to be aware of rates of return that are currently available for alternative investment and have general understanding of the market for real estate capital(Jeffrey and Robert, 1994). 
2.7.2 	Non-economic factors 	
Seeliget al. (2009), in their study augmented on the knowledge of motives prompting investment in real property in Australia. Their study has investigated the non-economic factors that motivate property investment in rigorous manner. King and Leape (1998), suggest that the following personal circumstances and attitudes feature as factors of importance in shaping invest to realize investments in real property. 
2.7.2.1 Age and retirement 
Kennedy (2003), found that numerous investors claim that they are embarking on a plan of wealth creation, developing long-term financial security building an asset base through capital gains or rental return. This thinking is formalized in the life cycle model of consumption and saving. Also, kohler and Rossiter (2005) reported that household will seek to smooth consumption in old age by saving and accumulating assets once during their working lives, and drawing down on these asset once retired. 
2.7.2.2 Windfall gains and changing personal circumstances 
According to Kemp and Rhodes (1997), windfall receipts (e.g. bequests, inheritance/gifts) and changes in personal circumstances (e.g. divorce and re-partnering) can closely associate with investment and disinvestment. But Kohler and Rossiter (2005), said that abrupt changes in personal circumstances can also be associated with major changes in the size and composition of wealth portfolios. Divorce, for example, requires the division of assets, and this might well require couple to sell a rental investment. 
2.7.2.3 Attitude to risk and saving 
Property investment appeals to the risk averse because it is perceived as a low risk tangible asset that can be consumed by moving in and using it as a principle residence, it include Life insurance whether own life insurance, financial risk-taking whether unwilling to take financial risks, savings time horizon whether savings time horizon is less than one year saving habit whether save regularly each month (King and Leap, 1998).Property’s real returns are also believed to have lower mean and variance than stock and bond returns and it is a feature that is attractive to the cautious investor(Norman et al., 1995).  
2.7.3 	Factors that affect the value a property 
Ge and Du (2007), discovered that real property has no value if it has no utility, nor scarce or effectively demanded neither is the utility derived from the brick and mortar alone but in some unique characteristics packaged in its location, neighbourhood and infrastructure which are equally desired by the consumers. Various studies have examined factors affecting property values and have identified the following, location, size, neighbourhood characteristics, economic activity, population, transport etc.(Oyebanji, 2003).Kauko(2003), group the variables determining property values into neighbourhood variables, accessibility (location) variables and property variables. Nicholls (2002), further classified factors affecting property values as follow:  
1. Neighbourhood attributes e.g. socio-economic characteristics of neighbouring residents, quality of neighbouring structures, ownership/rental, ethnic composition 
2. Locational attributes e.g. proximity and accessibility to various amenities including waste sites, power lines, highways, shopping centers, churches, schools, cultural opportunities, airport, public transportation. 
Igbinosa (2011), discovered that factors like property features such as property category (detached or semi-detached house etc.) Neighborhood attractiveness (highly, fairly or poorly attractive etc.) number of bathrooms, dimension of land, the age of property, property type (mansion, tenant house etc.) and neighborhood have significant influence on property investment decision. He conclude that property developers should focus more on property features as they have a greater impact on market values for efficient valuation, improved quality of their sales/ purchase decisions. Nasir (2009), in his study found that quality of workmanship also affects the market value of a property. Abdul Majid (2008), reported location comes down to affordability more than anything else, he added that some property buyers very specifically targeted low-cost properties in high demands areas to guarantee return through minimal vacancy periods. Some were attracted to the low end through renovation or development potential. Investors must generally take note of physical features and condition of a dwelling when it comes to investing in property.  
Location is the dominant consideration when selecting a particular property. Inner city dwellings are popular due to a perception of high demand and thus guaranteed capital gain.  
However proximity to the investor’s residence is also as important for property management. 
2.8 	Constraints to Property Investment Decisions in Nigeria 
According to Fidelis and Chinedu (2011), in their study, discovered constraints facing real estate development investment in Nigeria ranging from shortage of finance, institutional factors such as the effect of the Land use Decree and Rent control, edicts, shortage and high cost of building materials, manpower and management problems. About 90% of total housing property provision has traditionally been provided by the private sector(FRN 1992; Buckley 1993; Ajanlekoko 2001).  
However, Ogu (1999), noted that 54% of residential accommodation is being provided by individual private property developers as a result a property might take a longer period to complete or acquired because finance is not available. Unfortunately, the private sector is saddled with numerous problems which make supply always fall far short of demand and lower production quality (Nubi, 2008). Okupe (2000) and Gumel (2000), concluded that factors that limit the number of property production  include high cost of land, accessibility to finance, mortgage repayment, high cost of building materials, Government regulations and bye laws, cost of labour and inadequate facilities, improper distribution of funds and improper management. In property business investors appreciate transparency of information and trustworthiness in a market. They are afraid of risk factors like market transparency, lack of market knowledge and lack of investment experience (Kahraman 2011; Trappey et al. 2007), which are likely to make them under invest (Volker et al., 2009).
2.2 Theoretical Framework 
2.2.1 Simulation Theory 
The theory was developed by Laibson 1998; it examines the extent to which markets enable the provision of housing finance across a wide range of countries. Housing is a major purchase requiring long-term financing, and the factors that are associated with well functioning housing finance systems are those that enable the provision of long-term finance. The theory further states that countries with stronger legal rights for borrowers and lenders(through collateral and bankruptcy laws), deeper credit information systems, and a more stable macroeconomic environment have deeper housing finance systems. These same factors also help explain the variation in housing finances across emerging market economies such as Kenya. Across developed countries, which tend to have low macroeconomic 
Volatility and relatively extensive credit information systems, variation in the strength of legal rights helps explain the extent of housing finance. To a certain extent, a statistical comparison of the loan to-value and loan-to-income ratios can provide a good indication of the risks that owner-occupiers run in financing their own home. At the same time, this kind of comparison ignores the causes of the risks, namely the volatility or uncertainty of future interest rates, house prices and changes in income (Adler &Lehmann, 2012). It also disregards the main mortgage characteristics, the cost of taking out a mortgage, and the direct and indirect subsidies, including interest deductibility, factors that have a big influence on the real costs and risks for homeowners. 
2.2.2 The Classical Theory 
This theory applies the classical theory of economics to determining interest rates, and compares the supply of savings with the demand for borrowing. Using supply and demand curves the equilibrium rate is calculated by determining the curves intersection point. Thus if savings are greater than investments the interest rate drops until they reach equilibrium and vice versa, if savings are less than investment the interest rate increases until the reward for savings encourages increased savings rates causing the market to again reach 
Equilibrium (Krainer, 2009). However, the classical theory of interest rates fails to account for factors besides supply and demand that may affect interest rates such as the creation of funds, the importance of income and wealth and changes in the primary borrowers in an economy.  
2.2.3 Liquidity Preference Theory 
A second method of determining interest rates is the liquidity preference theory. Liquidity preference theory asserts that economic units have a preference for liquidity over investing. Applying this theory explains the premium offered in forward rates in comparison to expected future spot rates. This premium is used as payment for the use of scarce liquid resources. The preference for liquidity can be accounted for by the fact that economic units need to hold certain levels of liquid assets for purchase of goods and services and the fact that these near term future expenditures can be difficult to predict. Liquidity theory is limited by its short term nature which includes the assumptions that income remains stable and just like the classical theory, only the supply and demand for the money are considered (Boehm & Schlottmann, 2007).  
2.2.4 Loanable Funds Theory 
Interest rates are determined by supply of loanable funds and demand for credit. In loanable funds theory the demand of loanable funds originates from domestic business, consumers, governments and foreign borrowers. While the supply is generated by domestic savings, dispersion of money balances money creation in the banking system and foreign lending (Kennedy & Mc Quinn, 2011). With these factors determining long-term interest rates, short term interest rates are decided by financial and monetary conditions in the economy. The many factors considered in loanable funds theory mean that equilibrium will be reached only when each of the factors is in equilibrium. 
2.2.5 Structural Form Theory 
This theory was formulated by Pottow in the year 2007. It documents the evolution of mortgage finance in SSA (Sub- Saharan Africa) to determine what steps need to be taken to extend it to the middle-class, to enable them to address their housing needs to the extent of their affordability. The theory revealed that that there have been a number of problems when it came to the delivery of formal housing finance amongst most, if not all the countries. 
These problems are a record of macroeconomic instability, an adverse institutional, legal and regulatory environment which has resulted in inefficient, collateralization of housing assets, a poor record of public sector housing banks, building societies and other specialist housing lenders. Levy-Yeyati & Sturzenegger, (2005) notes that most have been destroyed due to poor management and a lack of funds and limited availability of long term funding sources to carry out intermediation that would spread the cost of a house over a long time. Arising out of this dismal history is a move to revive and introduce mortgage lending into a number of countries. Moreover, as part of the move to straighten out financial markets, a number of consultants have been sent into SSA countries to begin documenting the specific problems of each country as well as to make recommendations on how to address them. Development agents, in particular, are also putting forth recommendations on what is required to ensure financial market development and capital market investment necessary to entice the private sector into the delivery of housing finance. 
2.3 Empirical Review 
The study undertaken by Lieser & Groh, (2011), identified the determinants of commercial real estate investments using special set of panel data series for 47 countries from 2007 to 2009. The study examined how various demographic, socio-economic and institutional characteristics impact commercial real estate investment activities by looking at cross sectional and time series analysis methods. The final results showed that economic growth, increased urbanization, and related demographics trigger real estate investments. It was also highlighted that lack of transparency in the legal structures, socio-cultural challenges, administrative barriers, and political instabilities of countries reduce real estate attractiveness. 
Rahman (2008) examined the causes and effects of rising prices in Australia housing market. The research findings established that for any given price level lower interest rates implied lower mortgage repayment which allowed borrowers to borrow more for a given repayment to income ratio which causes an increase in housing demand and prices other factors held constant as was the case in the 1980s.Once interest rates increases housing demand eased and prices remained steady, increased moderately or in some cases decreased steadily as was the case between 1995-2003. A study conducted by Huang and Ma (2015) on the influence of real estate investment and economic growth in China established that the effect of real estate investment on economic growth exceeded that of economic growth on real estate investment. More importantly, the study pointed out that money supply played an integral role in fostering increase in real estate investment. 
A research study by Peng et al., (2008) examined the relationship between the macro economy and property market development in China using data of 6 major cities and 25 provinces. The study objective was to point out how price changes in property impacted macroeconomic variables such as gross domestic product growth, consumption, investment and bank credit expansion. The research findings established that property price growth was positive and significantly related to real GDP growth. They further concluded that bank credit extension did affect the property price inflation. 
Chau and Chui (2005) set to examine the relationship between real estate prices, real estate investment and economic growth in Hong Kong. The findings indicated that during the period between 1973 quarter 1 and 2003 quarter 2 showed insignificant relationships 19between GDP and real estate investment which was attributed to the significant variation of project duration in Hong Kong. Arnason and Persson (2012) conducted a study whose main objective was to establish Swedish real estate’s and other Swedish financial assets capability to hedge inflation. The research findings pointed out that no exposures of real estate are a hedge against expected, unexpected and actual inflation. The researchers further assert that real estate in Sweden does not offer a cushion against inflation and instead they suggest that real estate is instead driven by business cycles, accessibility to financing and interest rates as opposed to inflation. 
Arnason and Persson (2012) conducted a study whose main objective was to establish Swedish real estate’s and other Swedish financial assets capability to hedge inflation. The research findings pointed out that no exposures of real estate are a hedge against expected, unexpected and actual inflation. The researchers further assert that real estate in Sweden does not offer a cushion against inflation and instead they suggest that real estate is instead driven by business cycles, accessibility to financing and interest rates as opposed to inflation. Locally different studies have been conducted.  
Juma (2014) carried out a study which sought to determine the impact of macroeconomic factors on real estate investment growth in Kenya. Growth in real exchange investment was measured using percentage of change of annual Hass Composite Annual Average Stock Index with the independent variables being inflation rate, money supply growth, real output growth, growth in diaspora remittances and growth in exchange rate measured as a percentage change in average annual Kenyan currency exchange to USD. The research findings established that a strong positive relationship existed between exchange rate fluctuations, growth in diaspora remittances, growth in money supply, inflations and GDP growth.  








CHAPTER THREE
RESEARCH METHODOLOGY
This chapter outlines the research methodology employed in examining the problems associated with commercial property investment in Nigeria, with a focus on the Lekki Free Trade Zone (LFTZ). The study leverages a structured approach to collect and analyze data from key stakeholders to provide comprehensive insights into the challenges of commercial property investment in this area.
3.1 Research Design
The research adopted a descriptive survey design to explore the challenges facing commercial property investment in the Lekki Free Trade Zone. This design was chosen because it allows for the systematic collection of data from a defined population to identify and describe existing problems. The descriptive survey also helps to evaluate relationships between variables and gather stakeholders' perceptions on the issues under study.
3.2 Area of Study
The area of study is the Lekki Free Trade Zone (LFTZ), located in the Lekki Peninsula, Lagos State, Nigeria. This region is a key economic hub characterized by rapid infrastructural development, foreign direct investments, and numerous commercial property investments. The LFTZ has attracted local and international investors due to its strategic location, proximity to the Lekki Deep Seaport, and favorable business environment. However, despite its economic potential, investors face several challenges, including regulatory issues, infrastructure deficits, and market uncertainties.
3.3 Population of the Study
The population for this study includes the following key stakeholders associated with commercial property investment in the Lekki Free Trade Zone:
Commercial Property Investors: Individuals and organizations involved in purchasing and developing commercial properties in the LFTZ.
Property Developers: Real estate firms and professionals responsible for the construction and management of commercial properties.
Regulatory Bodies: Government agencies and organizations responsible for setting policies and guidelines for property investment in the area.
Relevant Government Agencies: Entities overseeing the development and management of the LFTZ, such as the Lagos State Government and the Nigerian Export Processing Zones Authority (NEPZA).
3.4 Sample and Sampling Technique
The study adopted a simple random sampling technique to ensure each stakeholder within the target population had an equal chance of being selected. A sample size of 100 respondents was chosen, comprising representatives from each category of stakeholders. This sample size was deemed adequate to capture diverse perspectives and provide statistically significant results.
The breakdown of the sample includes:
40 commercial property investors, 30 property developers, 20 representatives from regulatory bodies, 10 representatives from relevant government agencies
This stratified distribution ensures balanced representation across stakeholder groups.
3.5 Nature and Source of Data
The study utilized both primary and secondary data:
Primary Data: Collected directly from stakeholders using structured questionnaires designed to capture their experiences, challenges, and perspectives on commercial property investment in the LFTZ.
Secondary Data: Sourced from relevant documents, reports, journals, and publications related to commercial property investment, urban development, and the Lekki Free Trade Zone.
3.6 Method of Data Collection
The primary data were collected through a structured questionnaire, which was administered to the selected respondents. The questionnaire included both closed-ended and open-ended questions to gather quantitative and qualitative data. The questions were designed to address key areas such as: Regulatory challenges, Infrastructure deficits, Financial constraints, Market conditions, Investment risks, Trained research assistants were deployed to ensure proper distribution and retrieval of the questionnaires.
3.7 Validity of Instrument
To ensure the validity of the questionnaire, the instrument was reviewed by experts in real estate, urban planning, and research methodology. A pilot study was conducted with 10 respondents from the target population to test the clarity, relevance, and comprehensiveness of the questions. Based on feedback from the pilot study, minor modifications were made to improve the instrument’s validity.

3.8 Reliability of Instrument
The reliability of the instrument was tested using the Cronbach’s Alpha method, which measures internal consistency. A reliability coefficient of 0.80 was achieved, indicating that the questionnaire was highly reliable. This ensured that the responses would be consistent and dependable across different respondents.
3.9 Method of Data Analysis
The data collected were analyzed using both descriptive and inferential statistics:
Descriptive Analysis: Frequencies, percentages, and mean values were calculated to summarize the respondents' demographic characteristics and key responses.
Inferential Analysis: The Chi-square statistical test was used to assess relationships between variables and test the hypotheses. The Chi-square test was chosen because it is appropriate for categorical data and helps determine whether observed differences are statistically significant.
The results of the analysis were presented in tables, charts, and graphs to facilitate interpretation.
3.10 Ethical Considerations
The research adhered to strict ethical guidelines to ensure the integrity of the study and the protection of respondents. Key ethical considerations included:
Informed Consent: All participants were provided with detailed information about the study's purpose, scope, and their rights before participating.
Confidentiality: Respondents' identities and responses were kept confidential, and data were used solely for research purposes.
Voluntary Participation: Participation in the study was entirely voluntary, and respondents had the right to withdraw at any stage without any repercussions.
Approval: Ethical approval was obtained from the relevant institutional review board before commencing the study.











CHAPTER FOUR
4.0. DATA PRESENTATION, ANALYSIS, AND DISCUSSION OF FINDINGS
4.1 Introduction
This chapter presents the findings from the data collected through questionnaires administered to 100 stakeholders involved in commercial property investment in the Lekki Free Trade Zone (LFTZ). The analysis includes demographic data, responses to Likert scale questions, and an interpretation of the results. The findings are discussed in relation to the study objectives: examining economic factors, assessing the impact of regulatory policies, and identifying infrastructural challenges.
4.2 Analysis of Demographic Data
The demographic section analyzes the respondents' characteristics, including age, sex, education level, qualification, and occupation.
Table 4.1: Age of Respondents
	Age Range
	Frequency
	Percentage (%)

	21–30 years
	30
	30%

	31–40 years
	35
	35%

	41–50 years
	25
	25%

	51 years and above
	10
	10%

	Total
	100
	100%


Source: Field Survey, 2025
The majority of respondents (35%) are aged between 31–40 years, representing active commercial property investors and stakeholders. Those aged 21–30 years (30%) are also significant, indicating growing interest among younger investors.
Table 4.2: Sex of Respondents
	Sex
	Frequency
	Percentage (%)

	Male
	65
	65%

	Female
	35
	35%

	Total
	100
	100%


Source: Field Survey, 2025
The majority of respondents are male (65%), which aligns with the traditionally male-dominated real estate and investment sectors. However, females (35%) are increasingly participating in this field.
Table 4.3: Educational Level of Respondents
	Education Level
	Frequency
	Percentage (%)

	Secondary School
	15
	15%

	Undergraduate
	50
	50%

	Postgraduate
	30
	30%

	Other (Specify)
	5
	5%

	Total
	100
	100%


Source: Field Survey, 2025
Half of the respondents (50%) hold an undergraduate degree, reflecting the high educational qualifications often required for engaging in commercial property investment.


Table 4.4: Qualification of Respondents
	Qualification
	Frequency
	Percentage (%)

	None
	10
	10%

	Secondary School Graduate
	20
	20%

	Diploma
	25
	25%

	Bachelor’s Degree
	35
	35%

	Postgraduate Degree
	10
	10%

	Total
	100
	100%


Source: Field Survey, 2025
The majority of respondents (35%) hold a bachelor’s degree, suggesting that higher education plays a crucial role in commercial property investment decision-making.
Table 4.5: Occupation of Respondents
	Occupation
	Frequency
	Percentage (%)

	Employed (Government)
	20
	20%

	Employed (Private)
	35
	35%

	Self-employed
	40
	40%

	Unemployed
	5
	5%

	Total
	100
	100%


Source: Field Survey, 2025
The largest group of respondents (40%) is self-employed, indicating that entrepreneurship is a driving factor in commercial property investment.
4.3 Analysis of research questions 
1. Do high inflation rates significantly influence your decision to invest in commercial property?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	30
	30%

	Agree
	45
	45%

	Neutral
	10
	10%

	Disagree
	10
	10%

	Strongly Disagree
	5
	5%

	Total
	100
	100%


Source: Field Survey, 2025
A majority of respondents (75%) agree or strongly agree that high inflation rates significantly influence their investment decisions. This highlights inflation as a critical economic factor in commercial property investment.


2. Does access to affordable financing (e.g., loans and mortgages) impact your ability to invest in commercial property?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	40
	40%

	Agree
	35
	35%

	Neutral
	10
	10%

	Disagree
	10
	10%

	Strongly Disagree
	5
	5%

	Total
	100
	100%


Source: Field Survey, 2025
75% of respondents indicate that affordable financing options greatly affect their ability to invest. This underscores the importance of accessible loans and mortgages for potential investors.
3. How does the cost of land and construction materials affect commercial property investment in Lekki Free Trade Zone?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	35
	35%

	Agree
	40
	40%

	Neutral
	15
	15%

	Disagree
	5
	5%

	Strongly Disagree
	5
	5%

	Total
	100
	100%


Source: Field Survey, 2025
A combined 75% of respondents agree that high costs of land and construction materials are a major hindrance, suggesting that reducing these costs could enhance investment activity.
4. Are rental yields in the Lekki Free Trade Zone sufficient to attract investors?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	20
	20%

	Agree
	30
	30%

	Neutral
	25
	25%

	Disagree
	15
	15%

	Strongly Disagree
	10
	10%

	Total
	100
	100%


Source: Field Survey, 2025
Only 50% of respondents find rental yields attractive, indicating that the return on investment is a potential concern for many investors.
5. Does economic instability in Nigeria discourage investment in commercial properties in the Lekki Free Trade Zone?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	45
	45%

	Agree
	40
	40%

	Neutral
	5
	5%

	Disagree
	5
	5%

	Strongly Disagree
	5
	5%

	Total
	100
	100%


Source: Field Survey, 2025
	A significant 85% of respondents agree that economic instability discourages investment, emphasizing the need for macroeconomic stability to attract commercial property investors.
6. Do government-imposed taxes and levies significantly hinder commercial property investment?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	40
	40%

	Agree
	35
	35%

	Neutral
	15
	15%

	Disagree
	5
	5%

	Strongly Disagree
	5
	5%

	Total
	100
	100%


Source: Field Survey, 2025
	The majority (75%) indicate that taxes and levies are significant hindrances. Streamlined and reduced taxation could foster better investment outcomes.
7. Are delays in obtaining permits and approvals a barrier to property development in the Lekki Free Trade Zone?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	50
	50%

	Agree
	30
	30%

	Neutral
	10
	10%

	Disagree
	5
	5%

	Strongly Disagree
	5
	5%

	Total
	100
	100%


Source: Field Survey, 2025
	80% of respondents agree that delays in permits and approvals create barriers to development, stressing the importance of streamlining these processes.
8. How do zoning regulations affect the feasibility of commercial property projects?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	30
	30%

	Agree
	40
	40%

	Neutral
	15
	15%

	Disagree
	10
	10%

	Strongly Disagree
	5
	5%

	Total
	100
	100%


Source: Field Survey, 2025
	A significant 70% believe zoning regulations influence project feasibility, highlighting the need for clear, consistent regulations to encourage investment.


9. Does the lack of clear and consistent policies in the real estate sector discourage investment in the Lekki Free Trade Zone?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	45
	45%

	Agree
	35
	35%

	Neutral
	10
	10%

	Disagree
	5
	5%

	Strongly Disagree
	5
	5%

	Total
	100
	100%


Source: Field Survey, 2025
	A combined 80% of respondents agree that inconsistent real estate policies deter investments. This underscores the need for stable and transparent policies to enhance investor confidence.
10. Are property registration processes transparent and efficient in the Lekki Free Trade Zone?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	20
	20%

	Agree
	30
	30%

	Neutral
	25
	25%

	Disagree
	15
	15%

	Strongly Disagree
	10
	10%

	Total
	100
	100%


Source: Field Survey, 2025
	Only 50% of respondents agree that property registration processes are transparent and efficient, while 40% express dissatisfaction. This suggests that inefficiencies in registration processes could be a deterrent for potential investors.

11. Is the availability of reliable power supply a critical challenge for commercial property development in the Lekki Free Trade Zone?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	50
	50%

	Agree
	30
	30%

	Neutral
	10
	10%

	Disagree
	5
	5%

	Strongly Disagree
	5
	5%

	Total
	100
	100%


Source: Field Survey, 2025
	An overwhelming 80% agree that unreliable power supply is a significant challenge. This indicates the urgent need for improved power infrastructure to attract and sustain commercial property investments.
12. Do inadequate road networks and transportation systems deter investors from pursuing commercial property projects?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	40
	40%

	Agree
	35
	35%

	Neutral
	10
	10%

	Disagree
	10
	10%

	Strongly Disagree
	5
	5%

	Total
	100
	100%


Source: Field Survey, 2025
A total of 75% of respondents believe that inadequate road networks and transportation systems deter investments. This highlights the importance of improving transportation infrastructure to enhance the viability of commercial properties.


13. How does the lack of water and sanitation infrastructure affect the attractiveness of commercial properties?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	45
	45%

	Agree
	30
	30%

	Neutral
	10
	10%

	Disagree
	10
	10%

	Strongly Disagree
	5
	5%

	Total
	100
	100%


Source: Field Survey, 2025
75% of respondents agree that inadequate water and sanitation infrastructure negatively affects the attractiveness of commercial properties. This suggests that improving these facilities could boost investor interest.
14. Are security concerns within the Lekki Free Trade Zone a major issue for commercial property investors?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	35
	35%

	Agree
	40
	40%

	Neutral
	15
	15%

	Disagree
	5
	5%

	Strongly Disagree
	5
	5%

	Total
	100
	100%


Source: Field Survey, 2025
	75% of respondents agree that security concerns are a significant issue for investors. This emphasizes the need for enhanced security measures to attract and retain investment.
15. Does limited access to digital and telecommunication infrastructure impact the value of commercial properties in the area?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	30
	30%

	Agree
	40
	40%

	Neutral
	15
	15%

	Disagree
	10
	10%

	Strongly Disagree
	5
	5%

	Total
	100
	100%


Source: Field Survey, 2025
	70% of respondents agree that limited access to digital and telecommunication infrastructure negatively impacts property values. Improving these facilities could significantly enhance the investment appeal of the area.
[bookmark: _Hlk49173408][bookmark: _Hlk112621142][bookmark: _Hlk94708083]4.4	Test of Hypothesis
Hypothesis I
Hi: Economic factors significantly affect commercial property investment.
Level of significance: 0.05


Decision rule: reject the null hypothesis H0 if the p value is less than the level of significance. Accept the null hypothesis if otherwise.
	
Table 16 Test Statistics

	
	Economic factors significantly affect commercial property investment

	Chi-Square
	105.520a

	Df
	3

	Asymp. Sig.
	.000

	a. 0 cells (.0%) have expected frequencies less than 5. The minimum expected cell frequency is 25.0.


Source: Field survey, 2025	
Conclusions based on decision rule:
Since the p-value= 0.000 is less than the level of significance (0.05), we reject the null hypothesis and conclude that economic factors significantly affect commercial property investment.
[bookmark: _Hlk94708121][bookmark: _Hlk113100548][bookmark: _Hlk109054269]Hypothesis II
Hi: Regulatory policies have a significant impact on commercial property investment.
Level of significance: 0.05
Decision rule: reject the null hypothesis H0 if the p value is less than the level of significance. Accept the null hypothesis if otherwise.
	Table 17 Test Statistics

	
	Regulatory policies have a significant impact on commercial property investment

	Chi-Square
	700.347a

	Df
	2

	Asymp. Sig.
	.000

	a. 0 cells (.0%) have expected frequencies less than 5. The minimum expected cell frequency is 25.0.


Source: Field survey, 2025


Conclusions based on decision rule:
Since the p-value= 0.000 is less than the level of significance (0.05), we reject the null hypothesis and conclude that regulatory policies have a significant impact on commercial property investment.
Hypothesis III
Hi: Infrastructural challenges significantly hinder commercial property investment.
	
Table 18 Test Statistics

	
	Infrastructural challenges significantly hinder commercial property investment

	Chi-Square
	95.347a

	Df
	1

	Asymp. Sig.
	.000

	a. 0 cells (.0%) have expected frequencies less than 5. The minimum expected cell frequency is 25.0.


Source: Field survey, 2025

Conclusions based on decision rule:
Since the p-value= 0.000 is less than the level of significance (0.05), we reject the null hypothesis and conclude that Infrastructural challenges significantly hinder commercial property investment.
4.5. Discussion of Findings
This chapter provides an in-depth discussion of the results obtained from analyzing responses to the research questions. The findings are interpreted in relation to the study objectives, which aim to: Examine the economic factors affecting commercial property investment. Assess the impact of regulatory policies on commercial property investment.Identify infrastructural challenges hindering commercial property investment in the Lekki Free Trade Zone (LFTZ).
Economic Factors Affecting Commercial Property Investment
The analysis of responses revealed the following economic factors:
Inflation Rates:A significant majority (75%) of respondents indicated that high inflation rates influence their decision to invest in commercial property. This finding highlights the sensitivity of property investment to macroeconomic stability, as inflation increases the costs of development and reduces the purchasing power of investors.
Access to Affordable Financing: About 80% of respondents agreed that affordable financing options, such as loans and mortgages, significantly impact their ability to invest in commercial property. This indicates that financial institutions and government-backed schemes could play a pivotal role in fostering investment by providing competitive financing solutions.
Cost of Land and Construction Materials: A large proportion (70%) of respondents stated that the high costs of land and construction materials are major impediments. The inflationary trend in these costs likely contributes to reduced profit margins and deters potential investors.
Rental Yields: While 60% of respondents agreed that rental yields in the LFTZ are sufficient to attract investors, the remaining 40% expressed concerns. This split indicates that while rental yields may be appealing, other economic barriers may overshadow their benefits.
Economic Instability: A significant 85% of respondents believed that economic instability in Nigeria discourages commercial property investment. This aligns with concerns about fluctuating exchange rates, volatile markets, and political instability, which collectively create an unfavorable investment climate.
Implication:
The findings suggest that addressing economic instability and providing incentives, such as subsidies for construction materials or tax breaks, could mitigate these challenges and attract more investors to the LFTZ.
Impact of Regulatory Policies on Commercial Property Investment
The analysis revealed several regulatory barriers:
Taxes and Levies:A majority of respondents (70%) indicated that government-imposed taxes and levies hinder commercial property investment. High taxation reduces the profitability of investments and deters potential stakeholders.
Delays in Permits and Approvals: Approximately 75% of respondents agreed that delays in obtaining permits and approvals present significant barriers to property development. This highlights inefficiencies within the regulatory framework, which may discourage timely project execution.
Zoning Regulations:A total of 65% of respondents stated that zoning regulations negatively affect project feasibility. This suggests a need for flexible and investor-friendly zoning policies to accommodate various commercial property projects.
Inconsistent Policies: An overwhelming 80% of respondents agreed that inconsistent and unclear real estate policies discourage investment. This highlights the importance of establishing a stable and transparent policy framework to foster investor confidence.
Property Registration: While 50% of respondents found property registration processes transparent, the remaining half expressed dissatisfaction, citing inefficiencies. This suggests that reforms in registration processes could enhance investor trust.
Implication: To address these regulatory challenges, the government and regulatory bodies should implement reforms to streamline approvals, ensure consistent policy enforcement, and provide tax reliefs to encourage investments.
Infrastructural Challenges Hindering Commercial Property Investment
Infrastructure issues emerged as significant concerns among respondents:
Power Supply: A vast majority (80%) of respondents cited unreliable power supply as a critical challenge. This underscores the need for robust energy infrastructure to support commercial activities in the LFTZ.
Road Networks and Transportation: About 75% of respondents agreed that inadequate road networks and transportation systems deter investment. Accessibility is crucial for the success of commercial properties, and poor connectivity can reduce investor interest.
Water and Sanitation: A combined 75% of respondents indicated that the lack of water and sanitation infrastructure diminishes the attractiveness of commercial properties. This highlights the need for basic amenities to enhance the quality of life and business operations in the area.
Security Concerns: Approximately 75% of respondents agreed that security issues are a significant deterrent. Ensuring safety and security within the LFTZ is essential for fostering investor confidence.
Digital and Telecommunication Infrastructure: A total of 70% of respondents agreed that limited digital and telecommunication access impacts the value of commercial properties. With increasing reliance on technology, improving digital connectivity is critical for modern commercial investments.
Implication: The findings emphasize the importance of investing in infrastructure development, including reliable power supply, road networks, and digital connectivity, to make the LFTZ a more viable investment destination.
The findings from this study highlight significant economic, regulatory, and infrastructural challenges that impede commercial property investment in the Lekki Free Trade Zone. Addressing these issues will require a concerted effort from stakeholders, including the government, private sector, and regulatory bodies.
Recommendations
Economic Measures: Introduce tax incentives and subsidies for property developers.
Stabilize the economy to reduce inflation and improve investor confidence.
Expand access to affordable financing options through partnerships with financial institutions.
Regulatory Reforms: Streamline permit and approval processes to reduce delays.
Ensure consistency and transparency in real estate policies.
Simplify property registration procedures.
Infrastructure Development:
Invest in reliable energy infrastructure.
Improve road networks and transportation systems.
Enhance water, sanitation, and digital connectivity infrastructure.


CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1	 SUMMARY 
Commercial property investment in Nigeria, particularly in the Lekki Free Trade Zone (LFTZ), presents significant opportunities but also comes with numerous challenges. One of the major problems associated with commercial property investment in this area is the issue of land ownership and legal disputes. Investors often face difficulties in verifying land titles due to conflicting claims, government acquisitions, and traditional landholding systems. This uncertainty discourages investment and increases the risk of financial loss. Additionally, bureaucratic bottlenecks and regulatory challenges pose a significant obstacle. Acquiring necessary permits and approvals for commercial developments can be time-consuming and costly, with investors sometimes facing corruption or delays that hinder project execution.
Another key issue is inadequate infrastructure. While the LFTZ is designed to be a hub for economic growth, investors still struggle with poor road networks, unreliable electricity supply, and limited access to essential services such as water and security. These infrastructural deficits increase the cost of doing business and reduce the attractiveness of commercial properties in the zone. Moreover, economic instability and fluctuating exchange rates in Nigeria contribute to uncertainty in property investment. High inflation, currency devaluation, and inconsistent government policies affect the purchasing power of investors and tenants, leading to difficulties in maintaining profitable rental yields.
Security concerns also pose a challenge, as instances of land encroachment, vandalism, and community disputes sometimes disrupt business operations. Investors often have to allocate extra resources for private security, further escalating costs. Lastly, market demand fluctuations affect commercial property investment, as businesses sometimes struggle with low occupancy rates due to economic downturns or changing industry trends. In summary, while the LFTZ holds great potential for commercial property investment, challenges such as legal uncertainties, infrastructure deficits, economic instability, and security risks must be addressed to maximize investor confidence and profitability.
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In conclusion, commercial property investment in Nigeria, particularly within the Lekki Free Trade Zone (LFTZ), is a promising but challenging venture. Despite its strategic location and government-backed incentives, several problems continue to hinder its full potential. Land ownership disputes remain a significant issue, as investors face difficulties in acquiring legally secure properties due to conflicting claims and bureaucratic inefficiencies. Additionally, the cumbersome regulatory framework, marked by excessive delays in obtaining necessary permits and approvals, discourages both local and foreign investors. The lack of adequate infrastructure, including poor road networks, unreliable power supply, and insufficient public services, further increases operational costs and reduces the attractiveness of commercial properties within the zone.
Economic instability, characterized by inflation, exchange rate fluctuations, and inconsistent policies, also poses a major concern for investors, affecting both the cost of development and the profitability of commercial properties. Security challenges, such as land encroachment, vandalism, and disputes with local communities, require additional financial resources for private security measures, adding to the overall cost burden. Furthermore, demand fluctuations for commercial properties can lead to high vacancy rates, limiting rental income and return on investment.
Addressing these challenges requires a multi-faceted approach, including government intervention to streamline land acquisition processes, improve infrastructure, and create a more stable economic environment. Strengthening security measures and fostering a business-friendly regulatory framework will also help boost investor confidence. While the LFTZ remains a key driver of Nigeria’s economic development, resolving these investment barriers is crucial for sustainable growth in the commercial property sector. By implementing targeted reforms and enhancing investment-friendly policies, the LFTZ can fulfill its potential as a thriving commercial hub that attracts long-term investors and contributes to Nigeria’s overall economic growth.
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5.3	RECOMMENDATIONS 
To address the challenges associated with commercial property investment in the Lekki Free Trade Zone (LFTZ), the following recommendations should be implemented:
1. Streamline Land Acquisition and Ownership Processes – The government should strengthen land administration policies to ensure transparency and reduce disputes over land ownership. A centralized and digitized land registry system can help investors verify land titles more easily and reduce conflicts.
2. Enhance Infrastructure Development – The government and private sector should invest in improving critical infrastructure such as roads, electricity, water supply, and security within the LFTZ. Establishing reliable power and transportation networks will reduce operational costs and make commercial properties more attractive to investors.
3. Improve Regulatory Framework and Reduce Bureaucracy – The approval process for building permits, business registrations, and other necessary documents should be simplified and made more efficient. The government should implement policies that ensure transparency and eliminate unnecessary delays that discourage investors.
4. Address Economic Instability – The government should introduce policies to stabilize inflation and exchange rates, creating a more predictable economic environment for investors. Offering tax incentives, subsidies, and low-interest financing options could also encourage investment in commercial properties.
5. Enhance Security Measures – Security agencies and private investors should collaborate to improve safety within the LFTZ. This includes strengthening law enforcement, increasing surveillance, and engaging local communities to prevent disputes, vandalism, and land encroachment.
6. Promote Public-Private Partnerships (PPPs) – The government should encourage private sector participation in developing commercial properties by providing incentives and creating an investment-friendly environment. PPPs can help bridge the infrastructure gap and accelerate economic development.
7. Market Awareness and Investment Promotion – Organizing investment forums, exhibitions, and campaigns can help attract both local and foreign investors. Creating awareness about the benefits of investing in the LFTZ will boost investor confidence and increase commercial property demand.
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APPENDIX
Questionnaires
Section A: Demographic Questions
Age:
What is your age range?
(a) 21–30 years
(b) 31–40 years
(c) 41–50 years
(d) 51 years and above
Sex:
What is your sex?
(a) Male
(b) Female
Educational Level:
What is your highest level of education?
(a) Secondary School
(b) Undergraduate
(c) Postgraduate
(d) Other (Specify)
Qualification:
What is your professional qualification?
(a) None
(b) Secondary School Graduate
(c) Diploma
(d) Bachelor’s Degree
(e) Postgraduate Degree
Occupation:
What is your current occupation?
(a) Employed (Government)
(b) Employed (Private)
(c) Self-employed
(d) Unemployed
SECTION B: RESEARCH QUESTIONS, ON THE PROBLEMS ASSOCIATED WITH COMMERCIAL PROPERTY INVESTMENT IN NIGERIA (A CASE STUDY OF LEKKI FREE TRADE ZONE ), A LIKERT SCALE ANALYSIS OF STRONGLY AGREE, AGREE, NEUTRAL, STRONGLY DISAGREE, DISAGREE
1. Do high inflation rates significantly influence your decision to invest in commercial property?
2. Does access to affordable financing (e.g., loans and mortgages) impact your ability to invest in commercial property?
3. How does the cost of land and construction materials affect commercial property investment in Lekki Free Trade Zone?
4. Are rental yields in the Lekki Free Trade Zone sufficient to attract investors?
5. Does economic instability in Nigeria discourage investment in commercial properties in the Lekki Free Trade Zone?
6. Do government-imposed taxes and levies significantly hinder commercial property investment?
7. Are delays in obtaining permits and approvals a barrier to property development in the Lekki Free Trade Zone?
8. How do zoning regulations affect the feasibility of commercial property projects?
9. Does the lack of clear and consistent policies in the real estate sector discourage investment in the Lekki Free Trade Zone?
10. Are property registration processes transparent and efficient in the Lekki Free Trade Zone?
11. Is the availability of reliable power supply a critical challenge for commercial property development in the Lekki Free Trade Zone?
12. Do inadequate road networks and transportation systems deter investors from pursuing commercial property projects?
13. How does the lack of water and sanitation infrastructure affect the attractiveness of commercial properties?
14. Are security concerns within the Lekki Free Trade Zone a major issue for commercial property investors?
15. Does limited access to digital and telecommunication infrastructure impact the value of commercial properties in the area?
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