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Abstract
The key factor of real estate development successande. The truth remains that funding is
an integral part of any project development. The compleaigntextent is financially tasking.
This factor made it so vital to assess and ascertaansnef funding to make such dream
achievable. The modus operandi and modus vi vendi for obtainimdy fill be directly
proportional to it success, reason being that the presenoeds Wwill skyrocket the real estate
sector to its promise land in Nigeria.

Keywords. Appraisal, Rd Estate, Investment, Development, Fina,Property Market

The investment in real propgrinay be either in the form ofrfding important
factor in real estate investmefihe creation of new portfolJdnvestmentin real
propery involves acquiring land, buildings and similar éstassets in order to derive
the ents or dgher annual income investments which do not differegtly from other
investments, such as the purchase of stocks oesHdreyare compratively simple to
analyze in terms of yield on capital asals/ to comparewith other opportunities that
may exist in investmenEFar more speciaed ttan financialinvestments, in property, is
real investment or the creation of new assets whely be broadlyndentified with
property or changes in the managetmen use of premises can have eeffon its
usefulness and income earning capacity.

The term developmentnay apply to the whole range of innovatigrhowever
small The Law of Nigeria, 1984 Cap 155, hovwee\enacted that deelopmernmin relation
to any land includes any building or rebuilding @i®ns and any esof land or any
building thereon for a purpose which is differerdni the purpose the land or building
was last being usedhus, real
property development involves mainly puttihgnd into the more profitable uses by the
construction of new buildings, alteration of exgtibuildings to enhance efficiency in
their present s or to meet changing needs tastes and demand

Real property may be acqeil by auction, by tender,ybprivate treaty or ly
takeover bidor by purclases through the operations afvdlopers Investment in real
propery can take the form of sale-and lease-back arrangenidm® principle here
involves the outright se$ of onés interest in a real pregy as a means of obtaining
finance The same property sold is then taken omsdéold bas by the selr. The
method has the advantage to the seller in the dbatde an get enough funds fdris
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projectand at the sme time secwoccumtion. He can also obtain ¢inerfund than in a
mortgage transactiorThe purchaser on the other hand can also rely eninbome
negotiated as secure one. He el negotiatedr a higher rent and hisggital is thus
securedEmoh and Nwachukwu (2011).

Sour ces of Finance for Real Estate Development and | nvestments

There are many sources of finance for real prgp@esestment, nya be either
internal or externalA source of finance is said to be intermdlen it 5 an internally
generated fund in the form of estate incoRental income from properties are in this
group Sources of real egte finan® external to the eate commodi include operator's
equity capital, ban consocate and adentitious welth. Hines (1995) revead that six
major real estate financing methods are used across tlbhddwnamey mortgage
financing unsecured institutional lendjnjoint venture equiy and dbt financing sale-
and-leaseback financing, advanceympant of k¢ moneg/, and sale of eurities.
Traditional funding of real estate igleer by equiy funding (equity funds)loan capital
(debt fund) or a combination of both.
The wdl established ahtested methods funding real estatare as fdbws:
Contractor financing (Omuojingl993)
Mortgage lending
. Equity capital
Debenture
Loan capital

aghrONE

The traditional sources of real estate finance igeNa have always been negotiated fairly long term
loans from specialized mortgage financial instiins, housing corporations, insurance companies,
civil servants housing scheme, commercial banksgomal savings of individuals and reinvestment of
the proceeds from developed properties. Traditlprrakl property development is based on equity
funds.

Equity funds are funds wholly generated and ownedrie and to which there are no lieu or
attachment. Emenike (2016) narrated that the cuiefce of equity fund is savings and these savings
arise out of that part of income of individualsoorporate organization. Equity fund sources coed b
private or public. Private equity may be drawn framdividual or corporate savings i.e. retained
earnings, asset stripping for cash or revenue veseof companies over a period of time and
accumulated savings of individuals from employmeamd/or profit from business enterprises. Ezeudu
(2012) noted that the private sector is more faablyr disposed towards providing the various
investments and development required in the urloahraral towns. Other sources of private equity
funds apart from savings include funds from fansiburces, friends, isusu system and thrift system.
Public equity on the other hand, is derived frowitation extended to the public to subscribe to the
equities/ownership of a real estate (property) camgpset up for that purpose. Some examples of this
are capital issues, equity warrant issues, seratitin and unitization. The funds so garnered are
accordingly applied to:

- Develop a portfolio of real property
- Execute a specific property development objective.
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According to Beaton- and Tevery (1977) leverag&ading on the equity is a basic financial concept
which is employed in real estate. Investors in esghte seldom acquire for ail cash or free anakcle
They always borrow to complete a transaction. Adestn the large capital requirement, the
disproportionate debt character of real estateifignohay be due to:

1. The clumsy opportunity for mortgage (providing gssafor debtors).

2. The fiscal prodding to borrow by making debt paytriar deductible.
3. The previous low cost of debts (debt was cheap
4. The dearth of equity funds (poor saving culture).

The monetary incentive to borrow than save occasidiy a negatively' skewed exchange volatility
(Lawanson, 1997).

Debt funds are often sourced through instrumerggeid by any of the following institutions or
economic sectors:

1. Employers/Associations/Unions
2. Non-bank financial intermediaries.
3. Bank financial intermediaries.

4. Others (largely informal).

The bank financial intermediaries referred to gsodéory institutions i.e. commercial, merchant and
mortgage banks, and non-bank financial institutioespension funds, insurance companies, finance
houses etc which are non-depository institutioaser money through the instruments of deposits and
investment notes and lend same through variousagskt creation vehicles.

Specialized Mortgage Financial | nstitutions

A mortgage financial institution is a corporate pabtablished legally to provide mortgage finances
or engage in mortgage financial transactions topthigic. A mortgage financial institution can be a
mortgage bank- or any other financial organizatioroutfit directly involved in mortgage financial
transactions. The Federal Mortgage Bank of Nig&fldBN) and tile numerous Primary Mortgage
Institutions (PM Is) in Nigeria are examples of tgage financial institutions.

The Federal Mortgage Bank or Nigeria (FMBN)

The Federal Mortgage Bank of Nigeria Provides gpairtant source of long-term finance for
real estate development in the country. The bankhwivas established in 1977 is a successor to the
Nigerian Building Society (NBS) which was incorpt@ad in December, 1956. The establishment of
the Bank in 1977 as a Federal government fully-audoenk under Decree No.7 of 1977 followed the
dissolution of the NBS, whole assets and liabsitieere taken over by the federal Mortgage Bank of
Nigeria. Falegan (1982) stated that the basic fanst among others, of the Federal Mortgage Bank
of Nigeria which is assumed as the apex mortgaggtttion in the country are spelt out in the bill
which established it in 1977, the most importantwdfich are: The provision of long-term credit
facilities to mortgage institutions on the termavasy be determined by the Board in accordance with
and terms designed to enable the mortgage institsitio grant comparable facilities to Nigeria
individuals desiring to acquire houses of their own

The Bank is also charged with the responsibilityirteest in companies engaged in the
manufacture and production of building materiats, farnish financial advice, provide technical
assistance and to carry out mortgage financialvides for real property’ development and
construction industries in Nigeria.
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The functions of the FMBN were enlarged and morengjthened by the Federal Government
of Nigeria through the promulgation of the Mortgdgstitutions Decree No. 53 of 1989. the Decree
in effect set up a two-tier mortgage services stmecwith the Federal Mortgage Bank of Nigeria
(FMBN) at the apex and the Primary Mortgage Insttws (PM Is) playing at the second tie.
Chionuma (2000) noted that although the key fumctibthe FMBN of encouraging the establishment
of PM Is and supervising their operations is pritgaterived from the enabling Act (Decree No.7 of
1977), the legal framework for the organization axecution of the function only became defined
with the promulgation of Mortgage Institutions Deer
No0.53 of 1989. The general functions of the FMBNaid down by the Mortgage Institutions Decree
53 of 1989 (now Act) include:

1. To administer the system of regulation of PMIs jued for by or under the Decree and to
advise and make recommendations to the Honorabtéstdi of Works and Housing (now Federal
Ministry of Power, Works and Housing) and/or thedEral Government on any matter relating to
mortgage institutions.

2. To promote the financial stability of Mortgage ingions generally by setting up such

guidelines and control measures that will enabdeRM Is function efficiently and effectively in the

housing finance market

3. To protect the shareholders as well as the depsgitiulLs.
4. To process the licensing of Primary Mortgage lostins (PM Is)
5. To ensure that the main function of PM Is remalrat bf raising funds primarily from their

shareholders and the personal savings market émtigg advances to individuals on first mortgages,
i.e. advances secured on real estate;
Other functions of the apex mortgage institutiociude:

1. To developed of secondary market of housing foishmufinance
2. To act as a guarantor for loan stocks that maydageid by the PMIS; and
3. To manage the National Housing Fund.

The Federal Government has not fared well in a@ord with its mandate in housing development.
There are many contributory factors responsibldlferpoor state of affairs as far as the performanc
of the National Housing Fund Scheme is concernedfaey include:

1. The stringent terms and conditionality's for obitagnthe National Housing Fund loans.

2. Improper documentation and processing of the NH¥ftgage loan applications of the
prospective borrowers by the Primary mortgage tunitins (PMIs)

3. Potential borrowers have no access to land dueheodifficulties in obtaining legally

recognized title document as security for mortgageding and meeting other requirement of the Land
use Act of 1978.

- High cost of building materials and constructioniathis not conducive to the growth of
mortgage lending and less so for the affordabilitthe low and moderate income groups.

- lack of public awareness of the NHF scheme anoh@dus operandi Low income of workers
who are contributors to NHF scheme .

- Use of block of existing mortgages as security iegquent for the Primary Mortgage
institutions that want to apply for the Nationald$ng Fund loans
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The Primary Mortgage | nstitutions (PM1s)
The Central Bank of Nigeria Revised GuidelinesRamary Mortgage Institutions effective from 1st
September, 2001 gives the following definitions:-

A primary mortgage institution shall be construecaay company that is licensed to carryout
mortgage business in Nigeria.

Mortgage business" (which by implication must megammary mortgage business) shall

.include the following

1. Granting of loans or advances to any person fobtlikling, improvement or extension of a
dwelling/ commercial house;

Granting loans and advances to, any person fgouhshase of a dwelling/commercial house;
Acceptance of savings and deposits from the palccpayment of interest thereon;
Management of pension funds/schemes;

Offering of technical advisory services for the ghase or contraction of a dwelling house;
Performing estate management duties;

Offering of project consultancy services for estiggelopment;

Engaging in estate development through loan sytiditaubject to the restriction imposed
by the shareholders' funds unimpaired by loss;

9. Engaging in property trading including land acdids and disposal;

10. Engaging in other activities which the Bank mayrapp from time to time"

ONoOR~®WN

A Primary Mortgage Institution is therefore a magg retail market and deals directly with the
individual mortgagors. Primary mortgage transadiare therefore the first lending transaction
between a mortgagee and a mortgagor. The roleed®ftls in the implementation of NHF Scheme is
mainly that of financial facilitators and includes:

1. Receipt of loan applications from contributorshe Fund to build, buy or improve residential
houses.

2. Process such application and in turn apply to FM&Napproval and disbursements from the
fund.

3. To disburse the loan amount on approval by FMBNadlsws: In the case of an outright

purchase of property, in lump sum; In the case wfding under construction, improvement or
restructuring on a schedule to be agreed with & BRIl disbursements shall be made by crossed
cheque, marked "Account Payee Only".

4. To monitor the purchase/construction process suchoaensure that funds are properly
utilized and avert diversion;

To recover funds loaned to contributors and reamte to FMBN, most PMIs have been hamstrung in
participating effectively in the implementation tife Scheme generally because the disbursement
process, terms and conditions are presently cumimersand tend to inhibit early approval and by
extension disbursement.

Commercial Banks: The commercial banks are primary source by whiahyrnvestors get funds to
finance real property projects Commercial banks @m@ney creating financial institutions that
perform three major functions, namely acceptancgepbsits, granting or loans and the operators of
the payments and settlements mechanism. Commdraidts obtain their funds from two main
sources:
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a. Capital and reserves - bank's capital includes debenture and capitatkstwhile the Reserves
include undistributed profits and surplus. Debeaigriong-term debt instrument or security issugd b
banks in order to increase their capital. They e@spnt debt not ownership; the debenture is
specifically a subordinated debt. In the eventarflbliquidation, debentures would be paid off dfly
and when all depositors had been paid In full. leedebenture bonds provide a cushion of protection
for other creditors, just as the other capital aot® do.

b. Deposits - A bank's deposits are the amounts that it owéts tcustomers. Most individuals whom
the bank owes at any particular moment will beviatlials who have brought some sort of money to
the bank. These monies then belong to the bankhwhay use them in any way it wishes - as a basis
for lending or for paying current expenses or psa of idle funds.

There are different types of deposits accountditiasi offered by commercial banks which include:

1. Time Deposits

2. Savings Accounts Deposits

3. Demand Deposits or Current Account Deposits.

Commercial banks not only have short-term prefererimut price their mortgages beyond the socio-
economic realities of the majority. Historicallhetdegree of involvement of these banks in mortgage
finance responded more to the Central Bank Creditd&ines than the portfolio advantages
associated with mortgages.

That is why mortgages have continuously declinedhiir portfolios since housing was removed
from the preferred sector in 1986. Adegbenjo (2@@8)ed that banks and other financial institutions
cannot grant very long-term credit facilities besmwf the nature of their operation, which places
inhibiting factors on them in that regard. Thesgdes include, among others the following:

1. The need to meet with the cash withdrawal needthef customers/ depositors at short
notice.

2. Central Bank's regulation requiring them to maimtaistipulated ratio of their total deposits
as cash reserve with it

3. They are precluded from directly investing in reatate projects except for the purposes of
running their own business or accommodating ttiaif.s

I nsurance Companies: An insurance company is one whose main busingsauisderwriting the risk
faced by an individual, group or corporate orgatidra The nature of insurance business is such that
there is usually a time lag between the paymemeaipums and the settlement of claims. Therefore,
vast sums of money are accumulated in anticipatiofuture liabilities of policy holders. Pending
when these monies are needed to payout claimsatieepvested in different ways.

1. For the purposes of the Insurance Decree N0.298% 1Section 2, insurance business in
Nigeria are divided into two main classes, that is

life insurance business; and

general insurance business.

Life insurance shall be sub-divided into the foliog/categories, that is

Individual life insurance business;

group life insurance business.

General insurance business shall be sub- dividedtie following categories, that is

Fire insurance business;

Accident insurance business;

TP wWwoPNTE
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C. Motor vehicle insurance business; compensatiornange
d. Workmen's business;

e. Goods-in-transit insurance by road; water, airadr r

f. Marine and aviation insurance business other than $pecified in paragraph (e) of this
subsection

g. Oil and. gas insurance business;

h. Contractors "all risks" and engineering risk insw& business;

i. Credit insurance, bond and surety ship;

J- Railway rolling stock insurance business, and

k. Miscellaneous insurance business;

The main sources of funds for insurance compahi®tore are:

Premium from life insurance business: Life insurance is further subdivided into ordindife
insurance business and Insured Pension business.

Premium from non-life insurance business. Incomes from investments Insurance companies make
available conventional loans as well as mortgagadamn most types of properties. The investment of
an insurance company's funds when made availabtmas in planned to meet future obligations of
their policy- holders. The life insurance policylthers benefit immensely from building loans.

Pension Funds: Pension funds as sources of financing real estatelopment are not yet well
developed in Nigeria. Pension funds are significardviders of long-term finance for capital
investments in developed societies. The incomeve@rirom such loan investment in accordance
with the policy of the pension fund would be to epthe cost of servicing the funds and to meet the
demand of the contributors when they retire.

Contractor Financing: The contractor financing is in the form of longrtecapital provided by the
contractor for the development or redevelopmena gfiece of property. This type of arrangement
frequently arises when the owner of the propertgdsin a position to raise enough capital for the
development or redevelopment of the property.

Real Estate Development and Portfolio through the Capital Market
A financial market can be defined as simply a placenechanism for the exchange of financial
assets. These financial assets are sold for orhbamith money. In contrast to goods and services,
financial assets are not consumed. They are sigiplgns which holders can use at a future date to
obtain consumable goods and services; but theel®laust first of all dispose of them for money,
before or at maturity of the financial assets itdeorto finance consumable goods.
The financial market is therefore described as mstitutional arrangement that facilitates the
mobilization of financial resources from the sugplunits and the channeling of such funds to the
deficit units, for productive investment and thengetion of assets or securities in the process The
financial market performs four major functions myaconomy, vis-a-vis:
i. Pricing securities
il. Liquefying securities arid
iii. Discounting the future and allocating funds andhecoic resources.
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iv. Shiffing funds from suppliers 0 Users
The commonest classification of financial marketsag a distinction between a money market and a
capital market. The market for short term loans sexcurities i.e. those maturing in one year oriess
called the money market. The capita! market deslgrig term debt instruments or equity shares.

The Capital Market: A capital market may be defined as a financialkegin which lenders provide
long-term funds in exchange for financial assetiesl by borrowers or traded by holders of
outstanding negotiable debt instruments, the dapitarket is regarded as the forum for the
mobilization and allocation of medium and long ténvestible funds to numerous investment outlets.
Emoh and Nwachukwu (2011)

The major roles of the capital market are to:

1. provide a means for raising long-term finance $sist governments and companies to
execute their development projects, modernizati@hexpansion;

2. enable existing investors to sell their investmahisuld they want to do so;

3. provide a means for allocating the nation's real &inancial resources between various
industries and companies;

4. provide for the investment from the standpoint indlividuals for the economy

5. act as a measure of confidence in the economysanes as an important barometer for the
economy:

6. through its pricing mechanism, provide industrigmagement with some idea of the current
cost of capital and this can be important in deieimy the level and rate of investment, and

7. act as a reliable medium for broadening the owriisase from erstwhile family dominated
firms.

The Stock Exchange: The stock exchange is the pivot or the fulcrumuadbwhich the entire capital
market operates. It is the market for the sale @mdhase of securities (i.e stock and shares) and a
market where those individuals and institutions vaawge surplus funds in relation to their immediate
requirements can employ them profitably, its majgnificance is that it is the machinery for the
mobilization of a nation's resources for productiveestment and economic development generally.

Investment Mechanism in the Capital Market
In the capital market, they exist mechanism by Whinvestments could be achieved. These
mechanism represent financial claims. The varioashanism include:

Common equity: These are equity shares which entitle holders aas @vners of the business
venture. As the common shareholding confers onsiiove' ownership privileges, they also enjoy
collective and specific rights. The collective tighallow this category of investors to amend the
articles and memorandum with the approval of thergpriate authority, to elect the directors of the
company, to authorize the sale of fixed assethefcompany, to enter into mergers, to change the
amount of authorized common share with Securitied Bxchange Commission approval and to
authorize issuance of other securities.
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Preference stocks: These are fixed income securities, holders of whiave claims and rights ahead
of common stock holders in terms of entitlemeninmomes. They are said therefore to have a prior
claim on assets in the event of liquidation. Alket exercise preferential position with regardhe t
earnings and assets of the company. However, taerdsoof these stocks are not entitled to vote and
exercise the collective and specific right of comnstock holders.

Bonds: This type of stock could be simply described adoag-term promissory note or debt
instrument.

The various types of bonds are:

a) Mortgage bonds

These represent long term debt instrument, holdemshich enjoy the security of the instruments
being secured by a lien or legal right on specifssets of the company, especially plants and
machinery.

b) Subordinated debentures

These are unsecured bonds, holders of which reeeil@m on the issuing company's assets that rank
below holders of senior debt securities such asreddonds, bank loans, etc, but have priority over
common and preferred stock holder"

¢) Debentures

These are long-term debt instruments secured onlihé issuing company's earning power rather
than by a pledge of any specific property. Theefan investor buying the stock must have
thoroughly analyzed, understood and have confidenttee corporation's earning power.

d) Mortgage debentures

corporate bodies can borrow fund from financiatitnion thereby using their assets (real estate) a
collators

€) Income bonds

They represent debt instruments which are mostyl us effect corporate reorganization and which
earn specific interests for the holder only whemifsuing company has sufficient earnings.

f) Convertible bonds

These are long term debt instruments (securitiéggmwthe holder has the privilege of exchanging for
a specific number of shares of common stock abjbii®n.

Federal Government Development Stock: This type of stock is a long term debt instrumidsdted

by the Federal Government for purposes of finandiegelopment projects within the economy. This
category of debt instruments is highly secured dpdiacked by the total assets of the Federal
Government. As a result of low risk attached to ith&rument, they are not as attractive as other
instruments which carry much higher interest resitmmcompensate for the high risk attached thereto.
In certain occasions, the government might evenaistne stock to mop up liquidity within the
economy.

State and L ocal Government Development Stocks: State governments as well as local governments
also do go to the capital market to source fundgHeir development projects. Usually, these long
term debt instruments are backed by the Federakf@awent guarantee by virtue of its assets backing
of the loan stock.
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Benefits Derivable from the Capital Market: There are numerous benefits which accrue to
investors in the capital market. These benefits enakestments in the market very attractive and
actually enhance the favorability of this marketiagt some other areas of investments. These
benefits include:

Safety of investment: The capital market is well organized and contbl®y regulatory
agencies to ensure safety of the investment oWithdials in the market. Therefore, any investor
venturing into.

Liquidity: The liquidity of investments made possible throupke secondary market is
another benefit enjoyed by investors in the markéis implies that equities are easily convertible
into cash.

Possibility of income and capital appreciation: Income gain is accruable to the investors in
form of company declared dividends while the ingegnjoys capital gain by means of bonus issues
or through the relative appreciation of the manete per share which he/she can trade in. The
investor can however make much profit from shafelsei can monitor the market regularly and
actualize income ‘'from the following key sources

a. Dividend paid in cash to the investor annually alf hyearly

b. Bonus shares, these may be sold for cash in the mpeket at any time

C. Trading profits/capital gains arising from suffisteupward movements in stock prices. An
investor may take advantage of the rise in pricks#ll his stock at a huge gain.

d. A combination of the above operators/activitiesofthuck, 2012)

Methods of Investing In Real Estate: Through the Capital Market: The capital marketvpdes a
forum for mobilizing long - term funds for real att investments. The various vehicles/devices
available in the capital market for funding realaés projects include property unit trusts, propert
bonds, loan stock and debenture stocks as weli@h@se of shares in property companies.

Property Unit Trusts: The purchase of units in a unit trust enables lemalvestors to obtain the
benefits of full portfolio diversification and sgatist management without requiring the expertise a
financial resources which would be necessary f@ahsavestment direct the Units issued by unit
trust's are legal claims to a fractional part @& ttusts total portfolio, enabling the investobenefit
from performance of the trust's portfolio as a vehol

Property Unit Trusts are of two distinct categqgrimse isAuthorized Property Unit Trust (APUT)
which is an arrangement whereby the private investa invest indirectly in commercial; industrial,
agricultural or residential property, as well asotmer property - related assets including property
company shares. The second dvmauthorized (or (Unregulated) Property Unit trust (UPUT)
which serves the investment needs of tax exemfitutians. Both types of trust provide an indirect
way of investing in property and both follow theitutnust concept of being low-geared open ended
funds, where the value of the units will closelyleet the value of the property assets held by the
trust.

Property Bond: Property bond provides another method by whichgdeeral public can invest in
commercial and industrial property.Bond is a devimeraising prime property investment finance
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from small investors (individuals or companies) wbalinarily cannot realize their investment
dreams due to insufficient funds to buy prime prgpe

Loan and Debenture Stocks: Long term credit paper or loan capital such asdebe stocks and
loan bonds that can last for the life of a projcproperty company, or even for ever can be aeduir
by investors. Loan stock is a means of raising esshte development finance through the stock
exchange market by [he governments or their agenbiebenture stock (Debentures) is more or less
a loan stock which is issued by companies as agagmgernments to raise money from willing
members of the public

Purchase of Sharesin Property Companies. Real property investment can be achieved by aioguir
shares in a property company whose assets areywdolargely made up of real estates. By this
means, property management problems are avoidedebinvestor and his risks as spread over the
whole range of property assets held by the companyroperty company, public quoted or private
limited, may be a property trading or a propertyestment company. The company buys or
constructs with a view to sell its stock of prostis usually included | the balance sheet agr@icu
asset. The first property company in Nigeria togoeted on the Nigerian Stock Exchange is the
UACN Property Development Company (UP DC) PLC

The main features of a property company which wéeadonsidered by an investor would be:

. Sources of income'

. The quality of management

. The quality of assets

Capital Structureand Financing

The price of property shares of public companiey fhectuate daily according to the operations of
buyers and sellers on the Stock Exchange. Experssih shares may be prepared to speculate on
these short-term movements but the investor wilhmadly be content to hold his shares on the basis
of his judgment on the worth of the underlying mudp assets and of the management skill of the
company concerned.

Securitization and Unitization
Securitization and Unitization are recommended paador restructuring and improving real estate
investment funding through the capital market.

Securitization

Securitization has been defined by Godwin (1995)thes creation of tradable paper interest in
underlying assets like property as an alternatvéiirect ownership of the asset. Securitizatioraist
the conversion of assets (illiquid assets i.e. blmks) into readily tradable financial assets i.e.
securities.

The property bonds and unit trusts are forms otisigzation of real property investment funding
which can be expanded through the creation of apgxirpose vehicle. According to Lawanson
(2000), there are very significant advantages amdefits derivable fromsecuritization, prominent
among which are:
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. Enhances Market Efficiency

. Reduction in the Cost of Lending by the Finanaeéimediaries

. Helps regulators to reduce low skilled excess dapac

. Conforms with regulators wish to deploy capitahiway that covers risk effectively; and

Bank failure rate is low relative to traditionaledit because of the multiple level of scrutiny that
securitized credits undergo.

Unitization: A research report on unitization carried out bg tBentre for Advanced Land Use
Studies

College of Estate Management, Reading, England88)9described unitization as a form
ofsecuritization, a process of turning an illiqudset into marketable or tradable security. lhes t
method of securitizing a single massive properthsinat the unit holder can participate directly in
the rental and capital value performance of theperty in which units are held.

Unitization will require that a vehicle should beeated to manage the process of marketing and
managing its programme as obtainable in the UKathdr more advanced economies.

Finance asa Barrier to Real Estate Development Project and Investment in Nigeria
There are many barrier facing real estate developmmjects and investment in Nigeria ranging
from shortage of finance, institutional factors Iswas the effect of the Land Use Decree and Rent
Control Edicts, shortage and high cost of buildimgterials, manpower, technology and management
problems.
The most serious problem affecting the real estavestment market in Nigeria is scarcity of
development funds. (Walter, 2015)
Many factors determine the amount of savings ireN& These factors include:

The level of total income in the country

The marginal propensity of every individual to save

The magnitude of the amount saved by business aaegarising from their undistributed
profits.

Government positive policy to make a budget swind provide reasonably adequate saving
facilities

Attitude of individuals or the nation or both tddive needs as opposed to present needs.

Conclusion

Equity funds are limited in supply as a result ddlsaving attitude of the citizenry in this
country, but that not with standing, the gross lefeeommitment rendered by financial instituticos
the real estate development industry is not engingasome times, the modus operandi for securing
the loan keeps the average income earner at avdisiagje state. Again the loan granting institution
are concentrating on urban areas as very little@oination is geared toward the rural areas.

Housing corporation at the state level should beomted with multiple responsibility of
construction, financing and management for propficiency. The federal government should
encourage the use of internally sourced buildiregemials as this factor will encourage both small
scale and large scale developers with their dewadop funds to build more estate.
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The federal state and government should revampoutgage financial institutions and make
policies that will make fund for real estate deyahent accessible.
The government should play and intermediary roksvben the investors and financial institution in
the area of lending rate for estate developmenteaatt rental laws so as to allow developers to
build, manage and repay the borrowed loans.

The government should extend the payback periddaof borrowed from mortgage financial
institution as this will encourage the developebdorow for real estate development projects.
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