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Abstract 

his paper assessed the residential property 
investment returns in satellite towns of FCT, 
Abuja, Nigeria with a view to provide guiding 

information for prospective investors in these areas. 
A study population of 240 units of 2 and 3 bedrooms 
residential property was obtained from estate 
surveyors and valuers managing properties across the 
satellite towns and the occupiers. Purposive sampling 
approach was adopted. The result shows that the 
mean annual total return for 2 bedrooms are 6.15% to 
18.80% in Bwari; 6.49% to 17.77% in Kubwa and 9.47% to 
23.17% in Lugbe respectively. The 3 bedrooms across 
the three satellite towns reveal 6.91% to 22.82% in 
Bwari; 6.90% to 28.13% in Kubwa and 10.56% to 19.30% 

in Lugbe. The 3 bedrooms 
residential property 
performed better than 2 
bedrooms residential 
property across the 3 
selected satellite towns of 
Bwari, Kubwa and Lugbe. 
The study concluded that 3 

bedrooms property 
investment out performed 
2 bedrooms property 
investment hence investors 
can consider any of the 
three areas for 3 bedrooms 
property investment hence 
the investors should 
consider 3 bedrooms 
property investment in the 
three study area. Private 
investors are advised to 
invest in these areas. 

 
Introduction 

esidential property is major types of real estate investment that performs 

a dual role as consumption and investment commodity. It is dynamic in 

nature as it has a significant influence on the socio-economic and 

psychological well being of individuals, households, socio-ethnic groups and the 

nation at large (Ismail, 2013). The importance of residential property cannot be 
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overemphasized as it contributes immensely to the growth and development of 

any country’s tangible capital. Residential property represents the most basic of 

human need and it has a profound impact on the general health, welfare and 

productivity of individuals (Ajilowo & Olujimi, 2010). Also, residential property is 

multi-dimensional in nature as individuals viewed it as shelter as well as investment 

that can provide them with major outlets where the total returns of their 

investment can be earned.  

Investment generally is an economic activity that has to do with the enlargement 

and protection of wealth. It involves the sacrificing of a lump sum now for future 

streams of income flow and capital appreciation (Stephen & Shi-Ming, 2005). In 

other words one can see investment as an acquisition of asset by individual or 

corporate organization with the ultimate goal of earning returns which could 

either come in form of income or capital gains. Property investment is not the only 

investment asset hence investors are faced with numerous alternative 

investments where their fund could be ejected since funds will only flow to the 

investment that guarantees the most attractive return. (Hoesli and MacGregor, 

2000).  

Property market is characterized as imperfect and inefficient because it is highly 

localized and the product is long lasting, fixed on a given site, heterogeneous and 

controlled by extensive government laws and regulations, therefore the investor 

in this sector must be properly guided in their choice of investment as the 

characteristics of a particular area are not necessarily an accurate representation 

of other markets. Rational investor will not be myopic in his analysis of various 

alternatives investment available to him be it financial or non-financial. There is 

need therefore to critically assess the return accrues to their investment.  

Real estate return measures are variable tools for property investors when 

evaluating the performance of real estate investment opportunities from various 

choices available for them. As a result of government inability to provide adequate 

and affordable housing for the masses, many private individuals, organization and 

corporate bodies have engaged completely in providing housing for general public 

by investing in residential property investment. The continuous investment in this 

sector of real estate has produced fast expansion of the Federal Capital City Abuja 

to the creation of various satellite towns across the cities. These satellite towns 

include among others Bwari, Kubwa, Lugbe, Dutse, Doje and Karishi. There is need 

therefore for investors contemplating on investing in these satellite towns to 

know the expected return that can be realized before embarking on such 
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investment and also to guide them on whether this expected return is worth the 

risk taken after all.  

Various studies have been carried out on risk, performance, risk – return, rental 

trend, rental values, investment characteristics in Nigeria major capital city but no 

study of this kind had been carried out on the returns of residential property in 

satellite towns of any city in Nigeria. This indicates that a gap exist in the satellite 

towns across the country. The Nigeria property market for example is 

characterized by shortage of market data unlike equities market for which there 

is adequate data on the Nigeria Stock Exchange (NSE). There is need therefore to 

assess the relationship between the income, capital, and total returns on 

residential property investment return in satellite towns of FCT, Abuja using Bwari, 

Kubwa, and Lugbe as case study areas between 2007 and 2018.  

 

Literature Review 

Several studies that have relevance to this study have been carried out by various 

authors in the world over with their specific regional perspectives. Some of these 

works shall be reviewed.  

Olaleye (2000) investigated portfolio management practice and performance of 

property portfolio in Lagos, Nigeria. The research covered the performance of 

property in the aspect of mean return measure. The study revealed that portfolio 

of different areas within the same urban centres varies. Even though the study 

helped to provide solution to certain critical issues on property performance it 

failed to specify property types and investment returns that can guide investors in 

making the right decision but focused on the management instead of investment 

return which is the basis of this study.  

Kim (2001) on his part examined the investment performance and evaluation of 

Singapore for real estate and property stocks for the period of twenty-five years. 

The result showed that risk adjusted investment performance for residential 

properties is superior to other real estate types and property stocks. The study did 

not consider investment return on residential investment and hence cannot serve 

as a guide to investor contemplating on investing in any satellite towns.  

In the work of Bello (2003), he analyzed the relative performance of residential 

property investment and securities in terms of average annual return, risk 

adjusted return, income growth and capital growth. He concluded that ordinary 

shares performed better than residential property in absolute term and risk 

adjusted return. The findings also indicated that the risk associated with 
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residential property is lower than that of ordinary share. However, the study was 

carried out in south western part of Nigeria and did not consider satellite towns 

which this study will help to achieve.  

Hwa (2003) examined the performance of Malaysia residential property sector 

between 1989 and 2001. He focused on risk – return comparison of residential risk 

adjusted performance with equity investment. He further analyzed the 

diversification benefits of the investment media using correlation analysis. The 

findings from the study suggested that detached houses provided higher capital 

appreciation when compared to other forms of housing. He concluded that the 

population growth rate and location are the major drivers of residential property 

performance in Malaysia. The study focused on the central city and not the 

satellite towns which this study intend to cover.  

Aminu and Aluko (2006) evaluated the performance of listed construction 

companies using the only listed real estate company in Nigeria (UACN) and all 

share index to compare the performance within the period of years. The risk 

adjusted performance of the companies was assessed using share ratio. It was 

discovered that both listed property and construction companies performed 

worse than stocks, nevertheless there is diversification possibilities due to their 

low correlation with stock market. The shortcoming of this work is that it only 

focused on indirect real estate investment and use only secondary data as proxy 

for the performance of stocks. It failed in its attempt to compare the return on 

other types of property investment.  

Idowu (2006) on his part studied returns from residential properties in Lagos 

metropolis between 1991 and 2004. It was discovered that returns in real term 

showed unstable pattern while rental and capital value were both indicating 

upward growth. The major limitation of this study is that it only covered returns 

on residential property at the city centre while ignoring the effect on the satellite 

towns.  

Oyewole (2006) compared direct and indirect property investment in Lagos. He 

considered eight (8) direct properties of non-listed property companies and the 

shares of UACN Property Development Company which is the only listed Property 

Company in Nigeria within the period of six years. The findings showed that 

indirect property performed better in terms of rate of return and capital 

appreciation and direct property performed better in terms of risked adjusted 

return. The loophole in this study is that it failed to focus on residential investment 

return.   
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Lorenz and Truck (2008) investigated the risk and return in a European market. 

The study examined different types of property in France, Germany, Ireland, 

Netherlands and the United Kingdom (UK). It was concluded from their study that 

retail property was more profitable in France and Germany in terms of returns 

while residential property was seen to be more profitable in Netherlands. Data for 

residential property was not available for Ireland and UK. The shortcoming of this 

work lie in the fact that only developed nations were considered, other emerging 

and developing nations were left behind. Hence, it cannot be used as a basis for 

decision making in the country like Nigeria.  

Udoetuk (2008) also undertook a comparative evaluation of the performance of 

residential property investment in selected area of Lagos for the period of 

twenty–five (25) years. It was then discovered that residential property 

investment in Victoria Island and Lekki Phase 1 produced the highest rental and 

capital growth when compared with those of Ikeja and Agege.  

Zahari, et al. (2010) conducted a study on the return of investment for commercial 

property and that of banking Johore Street, Malaysia. The study revealed the 

gross rate of return for commercial investment ranged between 4-8% per annum, 

a return that is far higher than that of investment in banking institutions. The study 

failed to evaluate returns on residential investment which serves as a basis for this 

work. 

Mfam and Kalu (2012) analyzed the risk and return in direct residential and 

commercial real estate investment in Calabar, southern eastern Nigeria with view 

to providing needed data for comparison and property portfolio management. 

The study showed that commercial sectors performed better that residential 

sector in term of risk and return. The shortcoming of this study is that it only 

covered capital city in south eastern Nigeria. 

Wahab et al. (2017) evaluated the performance of three bedroom residential 

investment across four locations in Abuja, Nigeria. The findings revealed that 

Gwarimpa market performed better than others on the basis of risk-returns but it 

under performed on the basis of sharp index when compared with return on 

Federal Government bond. The study focused on the selected areas in Federal 

Capital city and not the satellite towns. 

Nwankwo et al. (2018) examined the performance of residential investment in 

Owerri and Enugu, South East Nigeria. The study provided a guide for prospective 

investors in making the right decision when contemplating on the types of 
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residential investment in south eastern part of Nigeria but focused on the major 

cities and not the satellite towns which form the basis of this study.  

Udobi et al. (2018) carried out a comparative analysis on the performance of 

residential and commercial property in Onitsha, Anambra State, Nigeria. The 

research concluded that a risk averse investor will prefer to invest in residential 

property investment than commercial property while a risk taker investor will 

choose commercial property over residential. The study failed to analyze 

investment return in other part of the country.  

It can be seen from the above that a lot of works have been done in the past by 

the real estate practitioners, real estate academics and various researchers in an 

attempt to improve the understanding of the past investment profile. Though all 

these studies are important in the field of real estate investment assessment, a lot 

of gaps are seen in the literature on the investment returns of residential 

investment of satellite towns of any cities of most emerging economies, Nigeria 

inclusive. This gap is considered enough for this research to fill by assessing the 

investment returns (income, capital and total returns) of satellite towns of Abuja, 

Nigeria.  

 

The Study Area 

The study covers three major satellite towns of FCT; Bwari, Kubwa, and Lugbe. The 

reason for selecting these areas is because they host reputable residential 

properties that cater for the need of the masses that were unable to find decent 

and affordable houses in the city centres of FCT, Abuja. The locations selected 

from Kubwa for this study will be Federal Housing Authority (FHA), Phase 1 and 

Phase 2. Also, Dutse, Ushafa and Bwari Centre will be considered for Bwari satellite 

town while Lugbe south, Lugbe north and Lugbe central will be the focus for 

Lugbe satellite town. Lastly, there is active market for these three satellite towns 

selected because of the accessibility advantage which they enjoy over the other 

satellite towns.  
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Fig. 1: Map of Nigeria, FCT Abuja and satellite towns.  

Source: Urban and Regional Planning, FUT Minna, 2018.  

 

Methodology 

The survey was carried out by the use of structured questionnaires and interviews 

to source for data on rental and capital values of residential property investment 

in Bwari, Kubwa and Lugbe satellite towns of FCT, Abuja. The emphasis in this 

work is based on two and three bedroom bungalow types of residential 

investment that are predominant in these study areas between 2007 and 2018. For 

the purpose of uniformity in the data collection the period of twelve (12) years is 

considered appropriate for the study because any good investment is adjudged to 

have recouped its initial capital outlay and even make some profit whether such 
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investment is financial or non financial. The purposive sampling technique was 

used.  

Information was sourced from estate surveying and valuation firms (in Abuja and 

these satellite towns), investors as well as tenants residing in these locations. This 

helped to gather data on the rental and capital values of the residential property 

investment under studies. The total number of completed questionnaires was 240 

out of 300. The rate of response (80 percent) seems adequate and provides a basis 

of discussion for this study.  

Data collected were analyzed using descriptive statistics, arithmetic mean and 

pearson correlation analysis. The income return is expressed as follows:  

IRt = NIt 

         CVt – 1  

Where 

IRt = income return for period t 

NIt = Net income received in period t (Rent) 

CVt – 1  = CV at the end of period t – 1  

The capital return is expressed as  

CRt = CVt – CVt – 1 

            CVt – 1 

Where 

CRt = Capital Return for period t 

CVt = Capital value at the start of measurement period 

CVt – 1 = Capital value at the end of period t – 1 

The total return is expressed as:  

Total Return (TR)  = NIt + (CVt – CVt – 1) 

                                              CVt – 1  

Where 

TR = Total return  

CVt – 1 = Capital value of property at the beginning  

CVt = Capital value of property at the end 

NIt = Net Income of property received during the period. 

 

Data Presentation and Analysis 

That data collected for this paper was based on the analysis of the data collected 

from the field on rental and capital values of three bedroom residential properties 

in Bwari, Kubwa and Lugbe Satellite towns of FCT, Abuja within the period of 2007 
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to 2018. The research is based on the analysis of questionnaires, field survey and 

interview.  

 

Table 1.1 Returns on Residential Property Investment in Bwari 

Year 2 Bedroom Residential Property 3 Bedroom Residential Property 

TR (%) IR (%) CR (%) TR (%) IR (%) CR (%) 

2007 6.15 6.15 0 6.91 6.91 0 

2008 14.58 6.26 8.31 13.95 7.64 6.30 

2009 10.55 6.40 4.16 8.33 7.66 0.67 

2010 14.47 6.44 8.03 22.82 7.72 15.10 

2011 12.12 7.36 4.76 11.83 7.74 4.09 

2012 12.04 7.37 4.67 14.91 7.82 7.09 

2013 16.75 7.38 9.37 10.18 7.93 2.25 

2014 12.26 7.40 4.86 11.43 8.26 3.17 

2015 12.47 8.55 3.92 12.32 8.35 3.96 

2016 10.66 8.62 2.04 16.89 8.54 8.35 

2017 18.80 8.76 10.04 14.50 8.64 5.86 

2018 14.99 8.83 6.16 13.74 8.71 5.03 

AVERAGE 12.99 7.46 5.53 13.15 7.99 5.16 

Source: Field Survey (2019). 

 

(TR: Total Return, IR: Income Return, CR: Capital Return) 

The results as indicated in table 1 above shows the mean annual total return of 2 

bedroom in Bwari range from 6.15% to 18.80% and 3 bedrooms residential property 

range from 6.91% to 22.82% within the same period. The implication of this is that 3 

bedroom residential property investment performed better than 2 bedrooms 

residential property investment in terms of returns on investment.  

 

Table 1.2 Return on Residential Property Investment in Kubwa 

Year 2 Bedroom Residential Property 3 Bedroom Residential Property 

TR (%) IR (%) CR (%) TR (%) IR (%) CR (%) 

2007 6.49 6.49 0 6.90 6.90 0 

2008 9.87 6.51 3.36 9.19 6.93 2.25 

2009 16.05 6.57 9.48 11.81 7.19 4.62 

2010 15.75 6.89 8.86 11.21 7.21 4.00 

2011 17.77 7.25 10.52 15.18 7.36 7.82 
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2012 13.63 7.41 6.22 10.95 7.41 3.54 

2013 15.54 7.53 8.01 28.13 7.50 20.62 

2014 11.75 7.62 4.12 11.00 7.54 3.46 

2015 11.99 7.97 4.02 23.69 7.65 16.04 

2016 12.50 7.99 4.51 12.51 7.75 4.75 

2017 10.49 8.21 2.28 16.74 8.07 8.67 

2018 12.48 8.02 4.46 11.32 8.29 3.03 

AVERAGE 12.86 7.99 5.49 13.80 7.48 6.57 

Source: Field Survey (2019).  

 

The total returns from rental and capital values collected as shown in table 2 

revealed that the mean annual total return range from 6.49% to 17.77% and the 3 

bedrooms residential property range from 6.90% to 28.13%. This also indicated that 

3 bedrooms performed better than 2 bedrooms in Kubwa.  

 

Table 1.3 Return on Residential Property Investment in Lugbe 

Year 2 Bedroom Residential Property 3 Bedroom Residential Property 

TR (%) IR (%) CR (%) TR (%) IR (%) CR (%) 

2007 9.47 9.47 0 10.56 10.56 0 

2008 18.39 10.24 8.15 11.54 10.65 0.89 

2009 23.17 11.44 11.73 10.77 10.66 0.11 

2010 12.93 11.59 1.34 13.77 10.96 2.81 

2011 12.49 11.69 0.80 14.19 11.28 2.91 

2012 11.85 11.70 0.15 11.33 11.28 0.04 

2013 11.86 11.72 0.14 13.51 11.51 2.00 

2014 12.94 11.85 1.09 15.08 11.88 3.20 

2015 15.88 12.28 3.61 12.43 11.94 0.50 

2016 12.33 12.28 0.05 13.40 12.09 1.31 

2017 12.85 12.34 0.51 16.89 12.61 4.28 

2018 17.53 12.91 4.62 19.30 13.36 5.94 

AVERAGE 14.31 11.63 2.68 13.56 11.57 2.00 

Source: Field Survey (2019).  

 

Lastly in the case of Lugbe the mean annual total return of 2 bedrooms residential 

property range from 9.47% to 23.17% while that of 3 bedroom residential property 

range from 10.56% to 19.30%.  
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Conclusion and Recommendation 

From the above analysis it was discovered that 3 bedrooms residential property 

investment performed better than the 2 bedrooms across the three satellite 

towns selected for this study. 

The goal in this study is to assess the residential property returns in the satellite 

towns of FCT Abuja. This paper has been put forward to improve the quality and 

efficiency of the advice offered by the Nigerian Institutions of Estate Surveyors 

and Valuers to their clients. Based on the above the following recommendation is 

put forward: The Estate Surveying and Valuation firms should be enlightened on 

the need to keep, maintain and update the data bank for property investment 

analysis. Also, government should provide incentives to private and individuals to 

encourage them increase the residential stocks in satellite towns of FCT so as to 

decongest the Federal Capital City.   
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