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Abstract - The study aims at examining commercial real estate return distributions in Ibadan Nigeria with a view to 
providing information for informed investment decisions in emerging real estate markets. The timeframe for the study covers 
between 2009 and 2018. Population for the study comprised all office and shop properties in the management portfolios of 
all the 56 registered estate surveying and valuation firms in Ibadan, Nigeria. A total enumeration survey of all the firms was 
carried out. Data for the study were collected from the records of the aforementioned firms. The data comprised rental 
income and capital values of office and shop properties over the study period. The data were analyzed by means of 
descriptive statistical tools, the income, capital and holding period formulae as well as trend analysis. Findings from the 

study revealed that the return profile of commercial properties in the study area have experienced some level of volatility, 
with the shop property type outperforming the office property type. Both property types provided positive income, capital 
and holding period returns with mean values of 3.96%, 5.16% and 9.1% respectively for office properties and 10.68%, 
7.59% and 18.27% respectively for shop property type, indicating that the shop property type outperformed the former 
within the study period. The study have implication for both institutional and individual investors as a guide for investment 
forecast and investment decisions as regards the type of asset to include in an investor’s portfolio, taking to consideration  the 
return performance of such asset(s).  
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I. INTRODUCTION 

 

Shrewd investors seek to invest in assets that provides 

attractive returns over investment cycles. This 

requires careful analysis of assets among the basket 

of numerous investment alternatives. Analysis of 

specific investment assets in respect of their return 

profiles among other things is very important as this 

will guide investors in making informed investment 

decisions (Okuno, Umeh, Akinwande and Muraina, 
2019).Real estate investments in specifically 

emerging markets like Nigeria could be risky and can 

lead to loosing of an investors funds. This is because 

such markets are characterized by property market 

immaturity, opaqueness, unpredictability and lack of 

data for investment decisions (Dabara and Ogunba, 

2019). This study is undertaken to provide 

information which can be a basis for equipping asset 

managers, insurance companies, pension funds as 

well as domestic and foreign investors in making 

informed investment decisions in Nigerian real estate 
market. There is a general consensus in literature, that 

real estate assets provides good returns in all climes 

of the world, this assertion is particularly true for 

commercial real estate (Keating, 2011). 

 

Commercial properties are generally built for 

business transactions and are income producing in 

nature. It can be in form of malls, hotels, office 

spaces, shopping centers, retail stores, banks, 

warehouses, etc. It plays a significant role in the real 

estate markets which makes it attractive to both 

institutional and individual investors (Dabara and 

Oyewole, 2015). Generally, the decision to purchase, 

lease or rent commercial properties is tied to the 

expectation of receiving returns from the investment. 

There are usually three components of such returns 

(income, capital and holding period returns). The 

income return is the percentage of the return derived 

from rental income or dividend of an investment 
vehicle over a particular period. In contrast, the 

capital return measures the increase/decrease in 

capital value of an asset over the measurement 

period. While the holding period return is the actual 

rate of return obtained from an investment over a 

specified period which captures changes in both 

rental income and capital appreciation of the 

investment vehicle(Liang and McIntosh, 

1998;Ogunba, 2013). 

 

The real estate sector plays a major role in the 
development of the economy of most, if not all 

nations of the world. The contributions of specifically 

commercial real estate to the GDP of global economy 

is enormous. Kongela (2013) posited that in 2010, the 

commercial real estate’s contributions to the GDP of 

the following countries were as follows: for the US it 

was 28%; for Germany it was 25%; 18% for France; 

15% for Italy, 28% for UK, and 8% for Spain.  In 

Africa, literature contributions from researches in the 
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continent showed varying patterns. This is because 

property markets in Africa are unique in terms of 
development, transparency, maturity and 

attractiveness. In Tanzania for example,Kongela 

(2013) found that commercial real estate had kept 

growing at an average growth rate of 4.9%; with the 

sector’s average contribution to the country’ GDP of 

about 4.5%. Anim-Odame (2014) examined the 

return profile of residential property investments in 

Ghana between 1992 and 2007. Findings from the 

study showed an annualized rate of 37.2% per 

annum; made up of income return averaging 4.6% per 

annum and capital return made up of 32.4% per 

annum. Rogerson (2014) in a study conducted in 
South Africa provided data on green commercial 

property development. The study proposed a 

paradigm shift from construction and development of 

traditional commercial properties, to green 

commercial properties to combat climate change and 

other relevant challenges impacting on the real estate 

sector. In Kampala, Mosobozi and Lucian (2016) 

found a consistent increase in the rental trends of 

commercial properties between 2004 and 2014. There 

is a general consensus in African based literature as 

seen from the aforementioned studies that 
commercial property provides positive returns on 

investments. 

 

Nigeria is adjudged to be one of the fastest growing 

economies in Africa thereby making it a good playing 

field for both domestic and foreign investments in the 

real estate sector (Chiwuzie, Dabara, Prince and 

Aiyepada, 2019). The commercial property sector in 

Nigeria was examined by studies such asOlaleye, 

Adegoke and Oyewole (2010); Oyewole (2013); 

Dabara (2014); Nnamdi, Chukwudi, and Chikwado 

(2018) and Okonu, et, al. (2019) among 
others.Olaleye,et, al. (2010) found that real estate in 

Nigeria provided attractive returns and diversification 

benefits, thereby outperforming investments in 

stocks.According to Oyewole (2013), retail 

commercial real estate in Ilorin outperformed 

residential property in terms of return performance 

(with a mean value of 14.2% for the former and 

11.8% for the later).Oluwasegun and Dabara (2013) 

and Dabara (2014) asserted that commercial real 

estate in selected cities of South Western Nigeria, 

provided positive return values but however revealed 
a perverse hedging characteristics.Nnamdi, et, al. 

(2018) found that in Onitsha, commercial property 

provided 19% return on investments outperforming 

residential properties which provided 17% returns on 

investments within the same study period (2007 to 

2016). Okonu, et, al. (2019) provided an insight on 

the risk-adjusted and diversification performance of 

direct investments in real estate in Lagos between 

2010 and 2017. The study suggested a positive return 

values on investment with corresponding high risk 

and less diversification benefits in the Lagos property 

market. It has been observed that similar kind of 

studies need to be conducted in Ibadan also due to the 

localization and geographical peculiaritiesof Nigerian 
property markets. Furthermore, Ibadan which is 

located in Oyo State, Nigeria, has one of the biggest 

real estate markets for commercial properties in 

Africa. It is adjudged to be the biggest city in West 

Africa, and the second in Africa after Cairo. Having a 

population of over 3 million makes it one of the 

famous commercial hub in the country with one of 

the largest commercial property markets. 

 

Knowledge gaps observed from literature borders on 

the fact that most of the studies carried out, were 

conducted in matured property markets of developed 
economies. The emerging property markets of 

especially African countries possesses great 

investment opportunities for property investors and 

accordingly deserve in-depth studies of the return 

profile of its commercial real estate investments. 

Similarly, due to the fact that emerging property 

markets of especially African countries are unique, 

dynamic, localized and unpredictable; it is imperative 

to continuously update the time period of this kind of 

study to reflect the current market situation. Hence 

this study is conducted to capture the most recent 
transacted year (2018) to fill this identified gab. 

Finally, the dearth of literature in this field in 

emerging property markets like Nigeria provides a 

compelling motivation for this study.  

 

The study aims at examining the return profile of 

office and shop property types in Ibadan Nigeria with 

a view to providing information for informed 

investment decisions in the real estate sector. The 

main objectives of the study are to assess the rental 

and capital values of office and shop property types 

from 2009 to 2018 in Ibadan; and examine the 
income, capital and holding period returns of the 

aforementioned property types within the study 

period. The paper is structure as follows: the 

introductory part which captures a brief review of 

relevant literature is followed by the methodology 

section. The next section is the results and discussion 

section and finally, the conclusion section.  

 

II. METHODOLOGY 

 

The study population comprised all the commercial 
properties (specifically office spaces and shops) in 

the management portfolios of all the 56 registered and 

practicing Estate Surveying and Valuation firms in 

Ibadan. Secondary data on rental and capital values of 

office spaces and shops (per square meter) were 

obtained from the records of private practicing Estate 

Surveying and Valuation firms in the study area. In 

Nigeria, Estate Surveyors and Valuers are the 

recognized professionals that are empowered by 

Decree No 24 of 1975 to determine the value of 

properties and the interest therein. The study focused 

on private sector estate surveyors and valuers, 
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because they are the majority engaged in the practice 

of valuation in Nigeria. The aggregate of the average 
rental and capital values of the commercial 

properties,covering a period from 2008 to 2018 were 

sought from all the Estate Surveying and Valuation 

Firms in the study area. The selected locations which 

covers both prime and non-prime locations in the 

study area included: Dugbe, Challenge area, Okebola, 

Ring road and Mokola/Sango area. A total 

enumeration survey of all the registered and 

practicing Estate surveying and valuation firms in the 

study area was carried out.  

 

Deriving data on commercial real estate’ rental and 
capital values are normally through two ways. One is 

the transaction‐based price index, while the other is 

the valuation‐based index. For transaction‐based 

index, the changes in index value are from the real 

transactions of the properties in real estate markets. 

Thus, the index reflects the realized open market 

price changes of real estate. The valuation‐based 

index, on the other hand reflects changes in index 

value derived from valuations. Such value of 
properties after valuation may or may not be realized 

on the open market immediately, but it could be 

claimed as the fair value of such property at one time. 

In this study, data of rental and capital values used 

were sourced from transaction‐based price indices. 

Descriptive statistical tools such as frequency counts, 

mean and percentages were used in analyzing data 

obtained for the study. Similarly, the researchers used 

parametric interval scales to measure both the 

income, capital, and holding period returns using 

Equations 1, 2 and 3 respectively. Trend analysis was 
also conduct to explain trends in the returns of the 

selected commercial properties in the study area.  

 

The income return is expressed as follows: 
 

IRt = 
Nlt

CV t−1
                                                                                (1) 

 

Where:  

IRt = income return for period t 
NIt = Net income received in period t (rent) 

CVt-1 = CV (capital value) at the end of period t-1  

 

The capital return is expressed as 

CRt = 
CV t− CVt−1

CVt−1
                                                                       (2) 

 

Where:  

CRt = Capital return for period t 

CVt = CV (capital value) at the start of 

measurement period   

CVt-1 = CV (capital value) at the end of period t-1  

 

The holding period return is expressed as 

 

HPRt = 
NIt  + (CVt− CVt−1)

CVt−1
                                                           (3) 

Where: 

 

HPRt= Holding period return 

CVt-1 = Capital value of direct property at the 
beginning 

 

CVt= Capital value of direct property at the end 

NIt = Rent of direct property received during the 

holding period 

 

III. RESULTS AND DISCUSSION 

 

This section presents analysis of the data obtained, results and discussion accordingly. Tables 1 and 2 presents 

the rental income and capital values of offices and shops in selected locations of the study area. 

 

Asset Location 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

 

Dugbe 25008 26009 29010 32011 34512 37013 40014 42515 46016 48017 51018 

 

Challenge 24808 26809 30510 32511 35512 38713 42014 44015 47016 50517 55018 

Shop Okebola Area  15208 15909 17810 20311 22512 25213 27614 29315 31516 33517 36018 

 

Ring Road 26008 26509 29210 31411 34112 36413 38514 41315 44316 47517 50518 

 

Mokola/Sango 18208 19609 21410 23011 24712 27313 30114 32215 34016 38017 40018 

             

 

Dugbe 15708 16609 17510 19111 20812 22913 26314 27315 30216 31217 35018 

 

Challenge 15708 16209 18110 19111 21212 23616 27314 28815 32216 33217 37918 

office Okebola Area  12008 13109 13710 16511 17812 19413 22514 23715 26516 27517 30018 

 

Ring Road 17508 17509 18610 20411 22512 24613 27114 29815 31516 34017 35518 

  Mokola/Sango 16708 17809 19319 29811 21812 23513 25114 27415 28516 30517 33518 

Table 1: Rental values of commercial properties in Ibadan 
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Asse

t Location 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

 

Dugbe 

85300

0 

91000

0 

96700

0 

102300

0 

111200

0 

117900

0 

125900

0 

131100

0 

142600

0 

152300

0 

164800

0 

 

Challenge 

69700

0 

77200

0 

86500

0 948500 

105600

0 

111700

0 

122400

0 

131400

0 

141700

0 

153100

0 

166200

0 

Shop 

Okebola 

Area  

47600

0 

50200

0 

51600

0 546000 569000 624000 654000 705000 738000 760000 736000 

 

Ring Road 

63700

0 

66600

0 

68400

0 752000 793000 860000 896000 964000 

101300

0 

109400

0 124100 

 

Mokola/San

go 

47100

0 

49800

0 

52900

0 577000 613000 656000 693000 762000 829000 885000 926000 

             

 

Dugbe 

20400

0 

24010

0 

27360

0 294300 311300 332000 370800 403700 445500 470500 510000 

 

Challenge 

16900

0 

20400

0 

23540

0 256200 271200 289900 329000 358200 399000 424000 461500 

offic

e 

Okebola 

Area  98000 

10160

0 

10750

0 113600 119200 124400 131500 138400 141500 151500 158000 

 

Ring Road 

16450

0 

18250

0 

19380

0 206400 213000 223700 239200 250500 263300 271300 280500 

  

Mokola/San

go 

14650

0 

14920

0 

15570

0 158900 166000 174200 264000 185700 188900 194400 203500 

Table 2: Capital values of commercial properties in Ibadan 

 

Table 1 presented the average rental values of commercial properties (both the rental and capital values are in 

Naira, 1 Naira is equivalent to 360 USD) in selected locations of Ibadan metropolis (Dugbe, Challenge, 
Okebola, Ring Road and Mokola/Sango). Table 2 presented the average capital values of commercial properties 

in the study area, within the study period. The aggregate of the rental and capital values obtained from the 

records of Estate Surveying and Valuation Firms in the study area as presented in Tables 1 and 2 were used to 

calculate the income, capital and holding period returns of the selected commercial properties. The results are 

presented in Table 3.  

 

YEAR 

INCOME RETURN 

 

CAPITAL RETURN 

 

HOLDING PERIOD RETURN 

Office Shop 

 

Office Shop 

 

Office Shop 

2009 3.66 10.39 

 

6.83 12.19 

 

10.49 22.59 

2010 3.82 9.95 

 

6.36 10.09 

 

10.18 20.04 

2011 3.91 10.86 

 

8.02 6.56 

 

11.93 17.43 

2012 3.94 10.12 

 

7.71 4.98 

 

11.64 15.1 

2013 3.97 10.56 

 

7.07 5.88 

 

11.05 16.43 

2014 4.27 11.22 

 

6.54 16.63 

 

10.81 27.85 

2015 4.01 10.27 

 

6.98 0.15 

 

10.91 10.42 

2016 4.01 11.15 

 

7.26 7.61 

 

11.27 18.76 

2017 4.01 10.88 

 

6.82 5.11 

 

10.84 15.99 

2018 4.02 11.38 

 

12.03 6.73 

 

15.5 18.11 
Table 3: Income, capital and holding period returns of commercial properties in Ibadan 

 

Statistics IR office IR shop CR office CR shop HPR office HPR shop 

Mean 3.96 10.68 5.16 7.59 9.11 18.27 

Median 3.99 10.71 6.91 6.65 10.88 17.77 

Std. Dev. 0.15 0.49 6.06 4.49 6.04 4.65 

Minimum 3.66 9.95 6.36 0.15 10.18 10.42 

Maximum 4.27 11.38 12.03 16.63 15.5 27.85 

Skewness -0.03 -0.03 -1.12 0.61 -1.12 0.59 

Kurtosis 1.16 -1.41 0.81 1.16 0.80 1.58 
Table 4: Descriptive statistics of income, capital and holding period returns of commercial properties in Ibadan 

Note: IR is Income Return; CR is Capital Return and HPR is Holding Period Return. 

 

From Table 3, the office income returns ranged 

between 3.66% and 4.27% with a mean value of 

3.96% (see Table 4). The shop income return ranged 

between 9.95% and 11.38% with a mean value of 

10.68%. The implication of this is that investment in 

shop property type outperformed investments in 

office properties in the study area. For the capital 

returns, the highest returns for office property type 

was 12.03% while the lowest was 6.36%, with a 

mean value of 5.16% (see Table 4). For the shop 

property type the highest capital value was 16.63% 

while the lowest was 0.15% with a mean value of 
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7.59%. Unlike the income return, the office property 

type outperformed the shop property type in 
providing a better capital return than the later. For the 

holding period return analysis, the highest return 

value for office was recorded in 2018 (15.5%), while 

the lowest was recorded in the year 2010 (10.18%).  

 

Similarly, the highest return value for shop property 

was recorded in the year 2010 (27.85%) and the 

lowest was recorded in the year 2015 (10.42%). This 

could be as a result of the economic recession 

experienced in 2015 after change of government in 

the country. The mean value for office and shop 

property types within the study period were 9.11% 
and 18.27% respectively.Indicating shop property 

type outperforming office property type. It is 

important to note that all the return values (income, 

capital and holding period returns) were positive 

throughout the study period. This suggeststhat office 

and shop property type in the study area are profitable 

for investors, this is congruent with the findings 

ofMosobozi and Lucian (2016) and Nnamdiet, al. 

(2018). The Standard Deviation in Table 4 measures 

the volatility of returns on office and shop property 

types in the study area; this primarily reveals the level 

of risk involved in such investments. The highest 

level of risk was observed in capital returns of office 
property type (6.06) this could be as a result of the 

unpredictability of capital appreciation or otherwise 

in the property market which is characterized as 

immature and opaque. The least was observed in 

income return of office property type (0.15). Rents 

are usually predictable and the opportunity for rent 

reviews minimizes the risk involved in the rental 

market. This presents a unique opportunity for 

investors to shield their investment portfolios from 

risk complexities and the inherent uncertainties 

associated with it. Another unique characteristics of 

commercial properties which investors can consider 
as an advantage of including commercial properties 

in their investment portfolios is its diversification 

potential. Diversification is a key rational for 

investing in commercial real estate in order to 

minimize and spread investment risk. This was 

demonstrated in similar studies conducted by 

Olaleyeet, al. (2010). Figures 1, 2 and 3 presents the 

trend analysis of the income, capital and holding 

period returns of commercial properties in the study 

area. 

 

 
Figure 1: Trend analysis of income return of office and shop properties in Ibadan 

 

Figure 1 showed that for both office and shop 

property types,there was less volatility for their 

respective income returns as indicated by their 

respective trend lines. The office property type 

showed the least level of volatility when compared to 

the shop property type. Similarly, for both property 

types, the smoothed trend lines indicated a consistent 
and steady increase in its income returns within the 

study period.  A future forecast with respect to the 

income returns in the study area for additional three 

years, from 2019, indicated a continues steady 

increase for both property types.  The level of 

reliability of the trend and accuracy of the forecast as 

determined by the R2 value for the property types 

were 44.77% for shop and 42.93% for office property 

type. The least square regression equation in the 

analysis used for the purpose of predictions revealed 

that the return for both office and shop property types 
in the study area had a steady and consistent increase 

over the study period and this increase is likely to be 

maintained over the next three years as seen from the 

predictive trend lines.  
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Figure 2: Trend analysis of capital return of office and shop properties in Ibadan 

 

Figure 2presented trend analysis of income returns 

for office and shop property types in the study area. 

The trend lines suggested high level of volatility for 

shop property type and a lesser level of volatility for 
the office property type. The smoothed trend lines 

indicated a consistent and steady increase in the 

capital returns of office property type, while the shop 

property type indicated a steady and consistent 

decrease within the study period.  Future forecast for 

the capital returns of the investment assets in 

questions revealed that from 2019 to 2021 there will 

be a consistent increase for office property type, but a 

consistent decrease for shop property type. The 

implication of this is that investors should consider 

investing in office property type to enjoy the 

predictive capital appreciation over this period.   The 

level of reliability of the trend and accuracy of the 
forecast as determined by the R2 value for the 

property types were 23.46% for office and 11.32% 

for shop property type. The least square regression 

equation in the analysis showed that the return for 

office property type kept increasing over the study 

period while that of shop property type kept 

decreasing over the predictive years (2019 to 2021).  

 

 
Figure 3: Trend analysis of holding period return of office and shop properties in Ibadan 

 

Figure 3showed high level of volatility for shop 

property type and mild level of volatility for the 
office property type. The smoothed trend lines 

indicated a consistent and steady increase in the 

holding period returns of office property type. 

However, the shop property type showed a steady and 

consistent decrease within the study period.  Future 
forecast for the holding period returns of office and 

shop properties for additional three years from 2019 

y = 0.2636x + 6.112
R² = 0.2346

y = -0.4999x + 10.343
R² = 0.1132

0

2

4

6

8

10

12

14

16

18

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

C
A

P
IT

A
L 

R
ET

U
R

N

Office Shop Linear (Office) Linear (Shop)

y = 0.2665x + 9.996
R² = 0.2864

y = -0.3918x + 20.427
R² = 0.650

0

5

10

15

20

25

30

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

H
O

LD
IN

G
 P

ER
IO

D
 R

ET
U

R
N

Office Shop Linear (Office) Linear (Shop)



International Journal of Management and Applied Science, ISSN: 2394-7926                          Volume-6, Issue-3, Mar.-2020 

http://iraj.in 

Commercial Real Estate Return Distributions: Empirical Evidence from Ibadan, Nigeria 

 

49 

revealed a consistent increase for office property 

type, while the shop property type is likely to 
experience continuous decrease. The level of 

reliability of the trend and accuracy of the forecast as 

determined by the R2 value for the property types 

were 28.64% for office and 65.0% for shop property 

type. The least square regression equation in the 

analysis showed that the return for office property 

type kept increasing over the study period while that 

of shop property type kept decreasing from 2019 to 

2021.  

 

IV. CONCLUSION 

 
The study examined the return performance of office 

and shop property types in Ibadan metropolis. 

Findings from the study revealed that both property 

types provided positive income, capital and holding 

period returns with mean values of 3.96%, 5.16% and 

9.1% respectively for office properties. Similarly 

shop property type had mean values of 10.68%, 

7.59% and 18.27% respectively within the study 

period. Indicating that the shop property type 

outperformed the former within the study period. This 

is in agreement with what was found in literature as 
confirmed by studies such as Kongela (2013), Dabara 

(2014) and Mosobozi and Lucian (2016). The study 

have implication for both institutional and individual 

investors as a guide for investment forecast and 

investment decisions as regards the type of asset to 

include in an investor’s portfolio, taking to 

consideration the return performance of such asset(s).  
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