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The financing of housing on a mortgage basis and as an institutionalized and formal 
sector activity began in Nigeria in 1956 with the establishment of the Nigerian 
Building Society (NBS), the precursor of the Federal Mortgage Bankof Nigeria (FMBN). 
The NBS, a joint venture involving the British, Federal and the then Eastern Nigerian 
Governments, was a limited liability company carrying on primary mortgage business 
by granting home mortgage loans to individuals financed through savings mobilized 
from the public. It operated for many years in Lagos but its impact was rather 
insignificant beyond its domicile.

Following the adoption of the McPherson Constitution in 1954 which allowed 
internal self governance for the regions. Regional (and later State) Governments 
established Housing Corporations to begin the process of developing planned layouts 
and building houses for sale to their citizens. Such lay-outs and housing 
developments were most notable in regional headquarters such as Ibadan, Benin, 
Enugu and Kaduna as well as a few other large cities such as Ikeja, Kano, and Port 
Harcourt. The Housing Corporations served both as estate developers and the 
provider of mortgage finance. But again, within less than two decades, the finance for 
these schemes dried up and most Corporations became somewhat somnolent in 
responding to the housing needs of their citizens.

Distortions emerged in the housing finance system when, in a measure ostensibly 
designed to make loans affordable, the NBS was directed in 1976 to reduce the 
interest rate on its mortgage operations to 3% from 10%. This was in an operating 
environment that the institution was offering a market directed interest of 6% to its 
savings depositors. As a result, the institution became unable to compete in the 
savings market, and thus began a long era (even after its later transformation into 
Federal Mortgage Bank of Nigeria) of resorting to operating subvention from 
government. The bank's moderate interest in mortgage lending also became 
shrunken by the regulatory credit policy.

Following the promulgation of the Indigenization Act of 1973, the Federal 
Government acquired a 100% ownership of the NBS and transformed it into the
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By a deconsolidation process that began in 1993, the FMBN unbundled itsc
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Like its predecessor NBS, the FMBN that emerged from the acquisition busied itself 
with retail mortgage business although it was also empowered to issue debt 
instruments to raise capital market funds as well as promote the establishment of and 
supervise primary mortgage institutions.

In 1992, the bank assumed the collecting, administering and managing of the 
National Housing Fund (NHF) into which all Nigerian workers earning N3,000 per 
annum and above were to contribute 21/2 percent of their monthly salary as a means 
of ensuring their access to affordable housing. The establishment of the Fund was 
backed by Decree No. 3 of 1992.

Federal Mortgage Bank of Nigeria (FMBN) with a legal backing in Decree 7 of 1977. A 
major goal of this measure was to enhance access to mortgage finance by using the 
FMBN for the effective implementation of the subsidized housing credit policy and for 
spreading mortgage lending nationwide.

The weakness of the housing financing policy later manifested in an acute shortage of 
long term funds for mortgage financing and weak institutional framework for 
mortgage loan origination as only the FMBN was virtually doing primary lending. 
Meanwhile, its reliance on depository funding (and government grants) severely 
circumscribed the quantum of resources available to it for intervention in housing 
finance. This necessitated a new housing policy that was formally launched in 1991 
which was the instrument that triggered the following changes:

a In 1989, FMBN became an apex authority for licensing, regulating and 
supervising primary mortgage institutions following the promulgation of the 
Mortgage Institutions Act (Decree No. 53 of 1989) which set the stage for a two-tier 
institutional structure for the housing finance system and for the private sector to set 
up primary mortgage institutions (PMIs) in different parts of the country. The number 
of PMIs in operation in the country was about 300 in the 90s; but had dropped to 83 
at the end of 2004 according to the CBN Annual Report 2004. The supervisory role 
was ceded to the Central Bank of Nigeria in 1997 via an administrative fiat by the then 
ruling military government.
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With regard to the latter, the focus of the Federal Government is on developing a 
strong secondary mortgage financing mechanism based both on the NHF and the

The new policy represents concerted efforts by government to resolve the housing 
problem in Nigeria. The policy has introduced major innovations designed to achieve 
its major desire of ensuring Nigerians'ownership of or access to decent and affordable 
housing made possible by mortgage enabling regulatory and legislative frameworks, 
mass housing production by the private sector and robust mortgage finance.

However, the rise in the shortage of housing particularly urban housing revealed the 
failure of the housing strategies hitherto employed, including the 1991 housing 
policy. A diagnostic study by experts attributed the problem to the inadequacies 
characteristic of the housing delivery system; particularly the weak housing financing 
method occasioned by the reliance on depository arrangements particularly the NHF; 
the lack of robust mortgage finance and the absence of mortgage friendly legislation 
(or the existence of unfriendly ones like the restrictions on mortgage transactions 
imposed by the Land Use Act of 1978 such as the cumbersome land titling process 
and the requirement of a State Governor's consent for a mortgage transaction).

retail mortgage business as Federal Mortgage Finance Limited to retain the former as 
a wholesale and secondary mortgage finance institution which relied on funds from 
the NHF.

As a result of the foregoing lapses, the Obasanjo Administration introduced the 
current Policy on Urban Development and Housing for the country in 2002. The policy 
is essentially a product of the Federal Government White Papers on the reports of two 
committees it had set up to address the problems of housing in Nigeria: the 
Presidential Committee on Urban Development and Housing under Governor Peter 
Odiii of Rivers State in 2001 and the Panel on the Merger of Federal Mortgage Bank of 
Nigeria and Federal Mortgage Finance Limited in 2000.

D Promulgation of an enabling Act for FMBN's above roles in the form of Decree 
No. 82 of 1993.
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In line with the Servicom Charter introduced by the Obasanjo Administration, the 
Federal Mortgage Bank of Nigeria (FMBN) has as its vision and mission the need

Establishment of the Federal Ministry of Housing and Urban Development in 
July 2003 to formulate policies on housing.

mobilization of additional funds from the nation's capital market. This makes the 
Federal Mortgage Bank of Nigeria central to meeting the robust mortgage finance 
demand of the policy.

The Bank has thus been restructured into a Federal Government-sponsored enterprise 
(FGSE) whose main function is secondary mortgage and capital market operations. 
The transformation of FMBN into a secondary mortgage financial institution took 
effect from 2004. Other highlights of the reforms to re-position the housing sector for 
the realization of the new housing policy include:

The review and initiation of housing finance related laws to make them 
mortgage friendly.

New organizational structure within FMBN for secondary mortgage and 
capital market operations.

Appointment of a new Management led by Mr. Tanimu Yakubu as Managing 
Director and Board (Presidential Technical Board) chaired by renowned Professor Akin 
Mabogunje in 2003 and 2004 respectively.

The re-engineering and improved management of the NHE Part of the re­
engineering is a legislative proposal to transform the Fund to a trust fund National 
Housing Trust Fund under a Board of Trustees.

The re-capitalization of FMBN (entailing an increase of its capital base from 
N100 million to N5 billion) under a new ownership structure comprising Federal 
Government 50%, Central Bank of Nigeria 30% and Nigerian Social Insurance Trust 
Fund 20%.



To this end, the principal functions of the reformed FMBN are:

linking the capital market with the mortgage markets;1.

2.

3.

Concessionary Window

The main operations of the window are:
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To operate as a dynamic secondary mortgage institution able to meet the 
financing needs of the nation's emerging mortgage industry; and

To supply the mortgage markets with sustainable liquidity for the 
advancement of home-ownership among Nigerians anchored on mortgage 
financing.

The window' is funded by the NHF and provides an access to mortgage finance at 
below market (concessionary or subsidized) rates of interest for the provision of 
affordable housing to NHF contributors. In this regard, the Bank grants wholesale 
mortgage credits from the Fund to finance home-ownership programmes of the PMIs 
and mass housing production by professional estate developers including housing 
corporations.

collecting and managing the National Housing Trust Fund (NHTF) in 
accordance with the provisions of the proposed NHTF Act.

In supplying robust mortgage finance to the housing markets, the Bank, for now, 
operates two windows of access to funds:

Mobilization of Nigerian workers' statutory contributions of 21/2 percent of 
their monthly incomes into the NHF. Banks, insurance companies and the Federal 
Government are also required to contribute to the Fund to augment the contributions 
by workers. The NHF law stipulates that banks shall invest in the Fund 10% of their 
loans and advances at an interest rate of 1 % above the interest rate payable on current

encouraging the emergence and promoting the growth of viable primary 
mortgage loan originators to serve the needs of housing delivery in Nigeria; and.



Wholesale mortgage financing of:
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Refund of contributions to contributors in line with the NHF law. A 
contributor who has no outstanding NHF loan and has retired from work having 
attained the age of 60 years qualifies for a refund of his contributions with accrued 
interest.

accounts. It is the responsibility of the CBN to deduct the contributions by banks and 
remit same to FMBN. In addition, every registered insurance company is required to 
invest a minimum of 20% of its non-life funds and 40% of its life funds in real property 
development of which not less than 50% shall be paid into the Fund through the 
FMBN at an interest rate not exceeding 4%. The Federal Government is required to 
make contributions in both local and foreign currencies to the Fund from time to time. 
It is hoped that these concessions which have reawakened interest in mortgage 
finance among Nigerians would be considered to have served their purpose as to pave 
way for market based rates with a view to link the NHF with the financial markets for 
sustainability. Otherwise, the lessons of the negative consequences of imposed rates 
in the 1970s would have been missed.

1. Home loan (otherwise known as NHF loan) to PMIs for on-lending to 
contributors repayable over a maximum of 30 years. The NHF has for long been the 
main and cheapest source of funds for the mortgage operations of PMIs in Nigeria. A 
loan granted to a PMI in this context is secured by the perfection of the individual 
mortgages financed by the loan or occasionally by any or a combination of approved 
collateral securities (bridging securities) pending the perfection of the mortgages. A 
loan on-lent to a contributor is secured by a first mortgage on the subject property' 
based on a good title to the property, particularly a Certificate of Occupancy. The loan 
enables a contributor to build, buy, improve or renovate his own house. The current 
loan ceiling for a contributor is N5 million.

2. Housing estate development loan to private developers and housing 
corporations including the Federal Housing Authority (FHA) to build houses at 
affordable target prices not exceeding N5 million for sale to contributors via the PMIs 
on a mortgage basis.



Commercial Window

Secondary Mortgage and Capital Market Operations
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The window offers an access to robust mortgage finance by healthy mortgage loan 
originators (including banks and PMIs) and estate developers at commercial terms. 
The secondary mortgage lending activities of the window are financed mainly by 
funds raised via the Bank's issuance of mortgage related securities traded on the 
nation's capital market. Section 6 (1) (b) and (c) of the FMBN Act No. 82 of 1993 has 
provided for the Bank to sell its own debt securities (debentures or bonds) under FGN 
guaranteesand establishment of a sinking Fund towards the timely redemption of the 
periodic loan obligations. Such debt instruments are targeted at institutional 
investors such as pension funds, life funds, banks, insurance companies, etc.

Prior to 2003 when the Bank began implementing the housing reforms of the 2002 
housing policy, its performance on the NHF was less than satisfactory while it had 
been somnolent in performing its secondary mortgage function based on long term 
funds raised by it from the capital market. However, in the last three years of the 
reforms, significant improvements have been made by the Bank in the discharge of its 
mandate as underscored by the following:

The Bank's preparation to commence the secondary mortgage and capital market 
operations has reached an advanced stage as it will soon be floating its maiden Bond 
to raise N100 billion from the capital market in two tranches of N50 billion each. The 
proceeds of the Bond will be used to finance the sale of Federal Government non- 
essential houses in Abuja to civil servants in line with the monetization policy. Many 
consolidated banks and primary mortgage institutions have signed up to participate 
in loan origination under the FMBN-FGN National Home-ownership Program taking 
off with the sale of FGN's non-essential housing units in the Federal Capital Territory. 
Underwriting commitments of N273.5 billion have been received for this Bond. The

The window's operations have taken off beginning with the Bank's floatation of a 
N100 billion Bond.
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1.

2.

3. Government

4.

5.

6. There shall be no capital gains tax on disposal before or at maturity.

7.

8.

9.

The single obligor limit for banks shall not apply to their investment in the

11.
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Banks' investment in the Bond shall also be exempted from the 1% general 
loan loss provision.

level of underwriting commitment is expected to reach N300 billion by the time the 
Bond hit the market. The Bank has also obtained the FGN's guarantee and approval of 
the following incentives forthe Bond:

10.
Bond.

Registration and Issuing House Fees by Securities & Exchange Commission 
shall be reduced to nominal fee not exceeding N10 million.

Federal Government of Nigeria shall guarantee the N100 Billion Bond of 
FMBN in two tranches of N50 billion each.

The Bond shall be gazetted thereby qualifying for Trustees Investment.

The Bond shall also be treated for investment purposes as a 
security.

Investment in the Bond by insurance companies shall be regarded as a 
permissible investment.

FMBN shall be registered as an issuing house by the Securities & Exchange 
Commission, subject to the Minister of Finance approving each issue, based on 
Presidential or Federal Executive Council Authorization. In this initial instance, FMBN 
should act as a joint issuing house with another reputable approved institution.

The Bond shall qualify as an approved investment by Pension Fund 
Administrators.

Interest income on the Bond shall be treated as non-taxable by the Federal 
Inland Revenue Service.



NHF Operations
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Besides the foregoing, the Bank's NHF mobilization is now purposeful and result- 
driven. It involves the following strategies: advocacy visits to relevant major employers 
of labour in the public and private sectors of the Nigerian economy including State 
Governments; enlightenment campaigns; making the benefits of NHF more visible

The NHF has undergone operational reforms in the last three years of the housing 
reforms to re-position it for effectiveness. The management of the Fund is constantly 
being improved upon with measures taken to make the Fund easily accessible to 
borrowers. In the period, a reduction of the interest rates on the loans granted from 
the Fund was effected. Interest on estate loan went down from 15% to 10% and 
interest on loan to the contributor from 9% to 6% per annum with a longer 
repayment period of 30 years as against 25 years previously. More lending outlets 
have been introduced such that private developers, housing corporations and 
housing cooperatives can also access loans from the Fund for the provision of mass 
housing.

Meanwhile, some of the banks and primary mortgage institutions have started using 
their own resources to originate the mortgage loans under the agreed uniform 
underwriting standards. As soon as funds are raised from the sale of the N100 billion 
Bond, the mortgages that the originators hold surplus to their portfolio requirements 
would be purchased from them by way of refinancing to create fresh liquidity for 
them. To facilitate this process, mortgage purchase and servicing agreements have 
been executed with all originators which are interested in the programme. This 
exercise by itself will herald the commencement of secondary mortgage operations in 
Nigeria.

12. Investment in the Bond by banks shall qualify for investment by SME funds 
subject to a cap to be advised bythe Governor ofthe Central Bankof Nigeria.

13. Investment by banks in the Bond, being a marketable security, shall also count 
as partoftheir liquid assets, subject to a maximum of three (3)yeartenor.
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especially through an aggressive funding of home-ownership and housing 
e^e °Pment across the country; and collaboration with the Committees on Housing 

an Urban Development of both Houses of the National Assembly which led to the 
organization of a public hearing on NHF defaulters in March 2005.

Consequently, the NHF has recorded improvements on all its performance indices as 
attested to bythefollowing:

1 th M°re State Governments have either joined or resumed their participation 
e sc erne by deducting and remitting their employees' contributions to the Bank 

in line with the NHF law. The number of States participating has risen to 15 as at 
eptember 2005, namely: Katsina, Kaduna, Kwara, Osun, Benue, Nasarawa, Gombe, 

onyi, Delta, Rivers, Yobe, Abia, Bauchi, Jigawa and Kebbi; besides the FCT. This is in 
sharp contrast to only two States: Abia and Bauchi (in addition to the FCT), that were 
m e sc erne as at 2002, before the reforms. All the big banks with the notable 
exception of Union Bank of Nigeria Pic have also returned to the NHF to underscore 
improved corporate governance. And so have the uniformed armed forces, including

e igena Police. The bulk of the afore-mentioned expansion in NHF contribution 
base was achieved in 2005.

th 3 cumulat've numbers of employers and contributors registered under 
e sc erne as at September 2005 were 18,193 and 2,313,484 respectively;

compared to 17,570 employers and 1,884,685 contributors registered as at 
ecember 2002. In the first nine months of 2005, 150 employers and 354,248 

contributors were registered.

The emulative NHF collection rose to N18,164,212,426 as at September 
2005 compared to the pre-reform or first decade (1992-2002) figure of 
r °'359'236'38000- ^presenting a growth of over 75% during the less than 3 years 

o t e ousing reforms. The total collection in the first nine months of 2005 was 
. 3'529'597,485.00, representing 70.6% of the year's target of N5 billion (up from 
N4 illion for 2004) and an increase of 96% over the total collection of 
N1,797,984,514 for the same period last year. The current average monthly collection 
is about N400 million.
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5. A cumulative sum of N300,945,946 was disbursed to 26,405 ceding 
contributors, being settled NHF refund claims with accrued interests, as at September 
2005. Only N50,605,107 had been so cumulatively disbursed to 9,948 contributors 
at the end of 2002, before the outset of the reforms as the Bank then had fallen in 
several years arrears on the payment of refund claims. Thus, N250,340,839 was 
refunded to 16,457 contributors in the last two years and nine months of the reforms 
or an average monthly refund of N7,586,086 to 500 ceding contributors.

3. By the end of September 2005, an aggregate NHF loan of N7,046,092,367 
was approved to 37 PMIs based on the applications submitted on behalf of 5,250 
contributors; out of which N3,628,587,692 had been disbursed via 29 PMIs to 3,915 
contributors (Table 1). This is against N1,796,169,808 approved in the first decade of 
the Fund (1992-2002) based on the applications submitted by 28 PMIs on behalf of 
2,995 contributors; out of which N1,327,753,252 was disbursed to 2,347 
contributors via 24 PMIs. A169.6% increase in loan disbursement to contributors was 
therefore achieved in lessthan threeyearsofthe reforms. The valueof approved loans 
in the first 9 months of 2005 was N2,422,491,116 to 14 PMIs based on the 
applications forwarded to the Bank on behalf of 760 contributors. In the same period, 
loans valued N661,543,498 was disbursed via 9 PMIs to 248 contributors.

4. Aggregate estate loan valued N19,851,508,504 to 46 developers for the 
construction of 11,216 housing units across the country had been approved as at 
September 2005. Out of this, N7,617,442,817 was disbursed to finance 31 projects 
to produce 7,106 housing units (Table 2). A breakdown of the disbursed loan figure 
shows that N3,204,304,108 was granted to State Housing Corporations and the FHA 
to develop 3,045 housing units while N4,413,138,708 was granted to private 
developers for 4,061 units. This is a vast improvement on the pre-reform approved 
estate loan total of N762,949,237 as at 2002 for 662 housing units out of which 
N406,500,000 was disbursed for four projects for the construction of 454 housing 
units. Thus, 95.6% of the overall estate loan disbursement since the inception of the 
NHFscheme was achieved in the three years of the reforms. In the first nine months of 
2005, the approved estate loans amounted to N5,190,852,380 for 2,412 housing 
units. In the same period the sum of N 1,948,428,698.00 was disbursed for 2,874 
units.



Housing Sector 112

A pilot scheme consisting of 3 semi-detached 2 Bedroom Bungalows using 
"Hydraform" consolidated laterite interlocking bricks was embarked upon at Kuje 
FCT by the Ministry of Housing and Urban Development to demonstrate the use of 
local building materials to produce low cost housing units that would be 
affordable to the vast majority of Nigerians. The demonstration project which was 
executed through Direct Labour was targeted at low income civil servants. The 
project has been completed and would soon be commissioned. The project is 
expected to be replicated all over the country.

The handing over of sites to developers who signed MOUs and Development lease 
Agreement with the Ministry commenced on the 8th of November, 2005. To date, 
eleven of the sites have been formally handed over at the following locations:

Asaba, Delta State,
Yenegoa, Bayelsa State,
Akure, Ondo State,
Bofa Village, Ibadan Oyo State
Barnawa, Kaduna State
Dong Village, Plateau State,
Behind Federal Secretariat, Port Harcourt, Rivers State
Kpakungu, Minna, Niger State
Kuje, Abuja, FCT
Lokoja, Kogi State
Gombe, Gombe State

The Ministry of Housing and Urban Development has made concrete arrangement to 
ensure the sustainability ofthe programme nationwide.

The Public Private Partnership Programme was conceived to promote Housing 
Delivery Nationwide. So far, twenty one (21) investors have signed memorandum of 
understanding (MOUs) with the Ministry as shown in table 3.
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Retail mortgage operations by the PMIs whose establishment Act allows them 
to source long term savings from the public which they failed to do as they relied more 
on funds from the NHF to finance mortgage operation. The 71 PMIs that rendered 
statutory returns to the CBN, out of the 83 PMIs in operation as at December 2004, 
had only a total balance sheet size of N81.2 billion with most of it deployed in non­
core financing operations. The PMIs' activities are felt in a just handful of cities like 
Lagos and Abuja.

The major shortcomings and the associated consequences of the past approaches to 
the.delivery of housing finance and housing in Nigeria can be identified as follows.

i The informal private sector i.e. single unit developers have traditionally 
provided the bulk of total housing production. This approach is characterized by 
home-ownership on a "cash-and-carry" rather than mortgage basis. This has 
prevented the evolution of a mortgage culture in Nigeria and also hindered the use of 
mortgage financing as a vehicle for effectively channeling the glut of funds in the 
informal sector to the formal sector for the overall health of the economy.

ii Within the formal (multi-unit construction) segment, the housing industry 
witnessed the pre-eminence of government over the private sector in housing 
production for decades. The effectiveness of this approach was undermined by 
budgetary and other constraints leading to under-achievement of housing targets, 
abandoned housing projects and a failure to raise the home-ownership rate. Lack of 
proper linkage of the housing programmes to mortgage financing, the problem of 
affordability occasioned by the sporadic review of house prices, coupled with 
government failure to deliver houses after taking down payments from mortgagors, 
which characterized the house sale exercise started by Alhaji Lateef Jakande as the 
then Minister of Works and Housing under the National Housing Program in the mid 
90s, had worsened the housing finance prospects in the country.

iii An ineffective housing finance system driven by a depository arrangement 
comprising:



Meagre mortgage lending under commercial terms by banks and PMIs.
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Wholesale mortgage financing by FMBN funded by the NHF to fund home­
ownership programmes of the PMIs and mass housing production by professional 
estate developers including housing corporations.

vii The secondary mortgage market has been absent while true mortgage 
originations by primary market operators have been abysmally low because of meagre 
financial resources mobilized by the PMIs and lack of interest of the universal banks in 
mortgage business, until recently.

iv The inherent inadequacy of the NHF, which has been the main source of funds 
for the nation's mortgage system for years, to supply the huge housing finance 
demand of most Nigerians as it relies on the accretions of meagre statutorily 
compulsory long term savings. To underscore this, the NHF had as at September 2005 
an outstanding commitment of over N15 billion as undisbursed approved loans on 
both facilities granted from it against a net collection of less than N7 billion. This is 
besidesthe outstanding applications valued at N44 billion.

The housing financing capacity of the Fund is further curtailed by the refusal 
by banks and insurance companies to invest in the Fund as required by the law. The 
CBN, whose responsibility it is to deduct the contributions by banks, did not show any 
enthusiasm to comply with the law. On its own part, failure of the FMBN to charge 
and pay market rates on funds managed by it, has robbed it of the moral authority to 
take on the CBN. Besides, the effectiveness of the NHF was hindered by such 
additional constraints as the problems associated with the PMIs as on-lenders of NHF 
loan, the affordability constraint, the shortage of houses for NHF mortgage creation 
as well as the restriction of access to loans imposed by the land titling process and 
Governor's statutory consents to mortgage and assign, both being the shortcomings 
arising from the implementation of the Land Use Act of 1978.

vi Absence, until recently, of the structures (legal, regulatory and institutional) 
for robust mortgage finance which requires a deliberate linkage of the capital market 
with the mortgage market.
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The NHF Law (Decree No. 3 of 1992) establishing a contributory savings 
scheme managed and administered by FMBN which has provided the cheapest 
funding for mortgage operations in Nigeria.

The FMBN Law (Decree No. 82 of 1993).
Absence of critical mortgage lending boosting laws; examples include 

securitization laws and a mechanism for non-judicial foreclosure to deal with the

A grossly insufficient legal framework comprising mainly of mortgage 
peripheral legislations as:

The Mortgage Institutions Law (Decree No. 53 of 1989) prescribing 
operating, regulatory and supervisory guidelines for Primary Mortgage Institutions 
(PMIs).

Less than 1% of the conventional banks'overall lending portfolio of about N2 
trillion in 2004 is in mortgage loans. Less than 0.5% of Nigeria's Gross Domestic 
Product (GDP) is accounted for by mortgage loans.

This contrasts negatively with the primacy of mortgage loans in both 
advanced and the leading emerging markets where they account for not less than 
50% of banks risk assets and up to 25% of the GDP.

On the part of the FMBN, there had been a delay by the Bank under its past 
Managements to commence secondary mortgage and capital market operations as 
both its earlier and current enabling laws, the FMBN laws of 1977 and 1993 
respectively, had since provided the legal backing for these operations. For too long, 
the Bank's operational focus was on primary mortgage lending and laterthe NHF.

In effect, a period of 25 years (1977-2002) was to elapse to awaken the Bank 
to its mandate on secondary mortgage and capital market operations. Among the 
major causes of this operational delay were the low capitalization of the Bank, which 
before now was only N100 million, and the absence of the capacity within the Bank 
for secondary mortgage and capital market operations especially as the requisite 
organizational structure and staff complement have been lacking.
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lack of enforcement of building codes; and
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One more shortcoming of the housing delivery system in use until recently is 
the unaffordable prices of houses to majority of Nigerian home seekers. This has been

lack of provision and providers of mortgage insurance to help low and 
middle-income classes access mortgage loans.

lack of standardization of building materials to enhance both safety and 
affordability;

lack of adequate preparation in setting up housing or home-ownership goals 
annually in every State to address the rising homelessness all over the country;

The policy framework does not accord sufficient accent to mortgage business. 
For example:

The potential of providing monetary and fiscal policy support for mortgage 
loans is not explored by the monetary authorities. Consequently, mortgage lending is 
treated like any other lending activity, which is at variance with the practice in 
economies with more respectable home ownership rates. (Less capital could be 
required for the mortgage component of a bank's loan portfolio, mortgage interest 
income could be made subject to a lower rate of tax than income from other lending 
activities etc);

protracted litigations involved in mortgage recovery. In addition, there are suffocating 
constraints on land titling, imposed by the Land Use Act of 1978 on mortgage 
transactions. The Act vests the custody of land in the State Governors whose exercise 
of this power often prevents free access and titles to land. The processing of 
Certificate of Occupancy is slow, expensive and cumbersome. A substantial portion of 
the nation's housing stock thus constitutes dead capital for lack of legal titles for 
mortgage use. Besides, the requirement of Governor's consent under SS. 21 & 22 of 
the Act impedes mortgage transactions. It is the contention of the FMBN that a 
simple registration with the Land Authorities as against the requirement of a 
Governor's approval would suffice.
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The significance of the mortgage industry and its capacity to turn around the 
Nigerian economy and strengthen its banking industry and its capital market has been 
overlooked. A comparison of the financing gap of N31 trillion to N44 trillion with the 
country's Gross Domestic Product, National Annual Budget and total risk assets in the 
banking industry would help to appreciate how healthier and wealthier the nation 
and its citizens would have been if the country had set about to substantially reduce 
the housing deficit every year. Unemployment, poverty and crimes would have 
disappeared. Mortgage finance in countries with high home-ownership rate 
accounts for up to 15% of total employment, and no less than 40% of their GDPs (in 
sharp contrast to 0.5% of Nigeria's GDP). Mortgage finance has the capacity to lift the 
market capitalization of all stocks quoted on the Nigerian Stock Exchange from well

attributed to the high cost of housing production arising mainly from the high costs 
of funds, infrastructure development and building materials which are largely 
imported. This, coupled with the problem of mortgage affordability because of 
depressed income levels and widespread poverty in the country, has pose a 
challenge to housing even to the current effort to provide mass, decent an 
affordable housing.

The major consequences of these shortcomings are:

The shortage of decent and affordable housing that has left the country wi 
home-ownership ievel that is far from respectable. Nigeria has a mind ogg g 
housing deficit, which is estimated to be 12-17 million units. At an average occupa cy 
ratio of six persons per household, this translates to 72-102 million Nigerians t 
without homes or decent housing.

A whopping shortfall in the housing capital requirement as the long perio 
absence of robu'? mortgage financing mechanisms has resulted in the deart o 9
term funds required to finance the provision of housing. For the extent of the ous g 
financing gap to be better appreciated, if affordable houses were to be provided to 
overcome the housing shortage of 12-17 million units at the rate of N2.6 millioni ear 
the financing need of this national undertaking lies between N31 trillion an 
trillion!
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Urban housing and orderly urban development have been put under 
pressure.

Low awareness of howto access mortgage finance.

The constraint to mortgage lending by banks imposed by the maturity 
structure of their deposits which were largely short term. In other words, banks could 
not give long-term mortgage loans with predominantly short-term deposits. There 
was also the problem of differential interest rates for the housing sector compared 
with such sectors as commerce and industry. As a result, the participation of banks in 
housing finance delivery was limited.

The under-developed and ill-equipped nature of the housing finance system 
to mobilize and channel savings to the housing sector.

Rudimentary state of development of primary mortgage institution with the 
bulk of retail mortgage lending being done by the then Federal Mortgage Bank of 
Nigeria as opposed to its main function as a wholesale institution.

Establishment of primary mortgage institutions by the private sector; and 
EstablishmentoftheNational Housing Fund.

It was no surprise, therefore, that the thrust of the housing finance strategy was the 
setting up of vehicles for mobilizing long term funds to match the long-term nature of 
lending for housing development; particularly through:

a
b

The most significant of such efforts at a national level was the housing finance 
strategy of the 1991 housing policy. The strategy was in response to the then paucity 
of long term funds for housing development caused by:

under N3 trillion to N50 trillion within a decade were this determined to be the time 
frame within which the housing deficit was to be eliminated, while holding our 
population growth constant.
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The facts earlier provided in this report attest to the failed outcome of this depository 
housing finance strategy. Both the NHF and the PMIs have been incapable of 
mobilizing adequate long term funds. No point emphasizes the failure of the 1991 
housing policy more than its failure to realize its projected goal to ensure that all 
Nigerians own or have access to decent housing accommodation at affordable cost 
by the year 2000. According to the policy document, the nation was to have produced 
8 million housing units to meet this goal. However, the housing deficit has risen to a 
current estimate of 12-17 million units.

e past housing financing strategies being improved by the current housing reforms 
pended entirely on depository arrangements, relying on the meagre long term 

savings mobilized through the NHF and augmented by the PMIs. The deficiencies of 
e epository approach, as already highlighted, have resulted in a large deficit of 
ng term funds sor housing. As already noted, the financing need to redress this 
using shortage based on affordable housing lies between N31 trillion and N44 
on. The major weakness of the past housing finance systems was the lack of a 

i erate effort ..i linking the housing finance sector to the capital market, and at 
grating the sector into the nation's overall financial system, for a robust mortgage 

finance environment.

S thrust the new housing finance strategy of the current housing policy to 
vi e t e robust funds required to prosecute mass housing production through 
ic private partnership which the policy recognizes is needed to redress the huge 

ousmg shortage. The new robust mortgage finance system being facilitated by the 
current reforms is driven by the following:

Discharge of secondary mortgage and capital market operations by the 
e era Mortgage Bank of Nigeria. Long term funds are to be raised by the Bank from 
he capital market on a regular basis by selling debt instruments (Bonds, Mortgage 
acked Securities and so on) to institutional investors. The funds so raised will be used 

inance secondary mortgage lending to virile mortgage originators (banks and



iii

iv.

Housing Sector! 20

d Institutional investment in mortgage securities by Banks, Insurance 
Companies (i.e. their life funds). Pension Fund Administrators, Trust Funds, and the 
like. Investment in mortgage securities will be facilitated by the reformed pension 
system and the financial sector and legislative reforms.

e Establishment of mortgage enabling legal and regulatory frameworks. To 
this end, there is an ongoing effort to amend the relevant sections of the Land Use Act 
and enact laws on securitization and foreclosure to pave the way for new mortgage 
lending boosting laws. When the expected laws become operational:

Secondary mortgage and capital market operations will be facilitated.

Investiblefundsin mortgage securities will be boosted.

Mortgage transactions will be facilitated by efficient land titling and 
registration processes and elimination of Governor's consent to mortgage.

It will be possible to foreclose easily without going through protracted 
litigations in loan recoveries.

PMIs) to create additional home mortgage loans for individual Nigerians; as well as 
wholesale mortgage lending to housing developers. The operations, when fully 
entrenched, would ensure a constant flow of long term funds from the capital market 
to the housing markets and ultimately result in liquidity in the housing finance system. 
Some detail has been given earlier on the current effort of the FMBN at commencing 
the secondary mortgage and capital market operations.

b Provision of guarantees and other incentives by the Federal Government for 
FMBN securities to enable the Bank raise capital market funds easily and at a low cost 
to engender a low interest rate in the nation's mortgage system.

c Mortgage loan origination by banksand PMIs using funds mobilized by them 
and capital market funds sourced from FMBN via secondary mortgage transactions. 
The ongoing consolidation of the banks' and PMIs' capital bases is re-positioning 
these institutions for this role.



f

8.3

8.4
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Mass production of decent and affordable houses by the private sector 
through synergies between the housing producers and building material producers 
anchored on improved liquidity in the mortgage markets.

The capital market and the financial system as a whole will be deepened by an 
upsurge expected in the trading of mortgage instruments.

The reforms will lead to the establishment of a strong mortgage enabling 
legal system.

The strength of the current housing finance approach lies in its ability to channel 
funds continuously from the capital market to the housing sector. Funds in the capital 
market are of a long- term nature and in huge amounts. This suits the long-term 
nature of lending for housing development. The nation's housing finance deficit is too 
large to be resolved by a continued reliance on the depository housing finance system 
and requires a superior approach based on capital market funding. Countries with 
high home-ownership rates such as the USA, with a home-ownership rate of over 
70%, have achieved the feat by deploying capital market funds into housing.

8.5 The reforms offer an opportunity to exploit the potential of the mortgage 
industry to turn around the Nigerian economy. The industry has associated multiplier 
effects which contribute to the improvement of the macro-economic indices such as

8.2 Relying on the capital market rather than depository funding, a responsive 
mortgage system will ultimately be established which will be readily accessible for 
home-ownership loans. First home origination will be broadened by bringing 
universal banks, life funds, insurance companies and pension fund into the primary 
mortgage market for the benefit of Nigerians seeking to be homeowners.

8.1 The housing financing strategy of the reforms is able to deliver robust 
mortgage finance through secondary mortgage and capital market operations to 
effectively deal with the huge housing deficit and give Nigeria a respectable home­
ownership rate in the near future.
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the GDP, unemployment rate, etc. Since it advent three years ago, the housing reforms 
have stimulated high levels of activities in mortgage financing and housing 
construction from the NHF window to the improvement of the Nigerian economy.

Thus, for the first time, the nation now has an emerging housing finance system 
deliberately designed to tackle its huge housing deficit and give it a respectable home­
ownership rate. In the new mortgage finance system that is emerging the Federal 
Mortgage Bank of Nigeria will be the ultimate provider of liquidity to first home 
originatorsthrough secondary mortgage and capital market operations.

Though the housing sector reforms of the Obasanjo Administration started in 2003, 
the nation is being re-positioned for a strong and responsive mortgage financing 
system pivoted by the discharge of secondary mortgage and capital market 
operations by the Federal Mortgage Bank of Nigeria and supported by mortgage 
enabling legislations as well as mass housing production by the private sector. By 
repeated floatations of mortgage-backed bonds by FMBN for sale to investors on the 
nation's capital market, long term funds would be made available for the lending 
operations in the secondary and primary mortgage markets. This will not only help to 
develop the mortgage markets but will also lead to the emergence and development 
of the secondary mortgage market for the first time in Nigeria. The Bank's effort to 
float a N100 billion Bond by the end of 2005 to finance the sale of FGN's non-essential 
houses in Abuja to civil servants and the public marks the beginning of a robust 
mortgage finance system in Nigeria.
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2.

3. Archcon Nig. Ltd.

6. BNTI Ltd

7. Conau (Nig. Ltd)

8. Dansanto Nig. Ltd

El-Cortez Konsult Ltd9.

10 Enship Limited

11. Esmot Nig. Ltd

12.

13.

14

15.
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Gombe State Investment 
and Property Development 
CO. Ltd.____________
Henbori Nig. Ltd

4.
5.

16.
17.

Arhistroi Nig. Ltd. 
Baytex Ventures

Mamko Investment Ltd.
Ni'imaa Shelters Ltd.

S/No 
1.

Hydraform Engineering Nig.
Ltd________________
MBS Property Nig. Ltd.

NAME OF INVESTOR 
African American Designed 
Associates___________
Afro-Stuff Nig. Ltd/ Precise 
Builders Nig. Ltd.

50 Ha land in Azikoro, Yenogoa, Bayelsa Stateto develop 
752 units of 3,4 and 5 bedroom duplexes___________
15 ha land in Kuje FCT to develop 180 units of semi- 
detached bungalows using estabilized earth technology 
1.5 Ha land behind Federal Secretariat, Port Hacourt, 
Rivrs state to develop 42 units of luxury apartments_____
6 Ha land in Dong village, Jos__________________
3- Ha land in Kpakungu, Minna, Niger State to develop 
250 units of 2-bedroom semi detached and 3-bedroom

| detached bungalows 

DETAILS______________________________ _
12 Ha Landi in Asaba, Delta State to develop 201 units of 
Semi -Detached Bungalows.__________________
33 Ha Landi in Akure, Ondo State to develop 632 units of 
2-Bedroom Semi detached and 3-Bungalows.
detached Bedroom________________________
3.5 Ha land in Barnawa, Kaduna, Kaduna State, to 
develop 100 units semi -detached bungalows_______
5 Ha land in Barnawa, Kaduna State to develop 103 units 
15 ha land in Rumudu ru, Port Harcourt, Rivers State to 
develop 140 units of 4 bedroom detached and semi 
detached duplexes________________________
5 Ha land on Dong Village, Plateau State, to develop 80 
units of 2 and 3 bedroom detached bungalows.______
15 ha land in Rumu duru, Port Harcourt, Rivers State to 
develop 120 units of 3 and 4 bedroom duplexes______
10 Ha Land in Dong village, Jos, Plateau Stateto develop 
190 units of 2 bedroom semi detached and 3-bedroom 
detached bungalows.______________________
20 Ha land in Osogbo, Osun State for development of 40 
units of 2,3 and 4 bedroom semi detached bungalows 
duplexes______________________________
1.156 Ha land in Lokoja, Kogi State to develop 6 units of 
2 and 3 bedroom semi-detached bungalows and 
completion of 20 units of abandoned prototype houses.
5 Ha land in Barnawa, Kaduna, Kaduna State to develop 
71 units of semi-detached bungalows and duplexes 
4.415 ha land in Dukku Road/Bye Pass, Gombe State to 
develop 500 housing units of various categories.
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For further information, please contact:
Production, Publicationsand Documentation Department
Federal Ministry of Information and National Orientation
Radio House, Abuja.
Tel: +234-9-2346355
E-mail: fmippd@nigeria.gov.ng; fedinfo_ppd@yahoo.com

mailto:fmippd@nigeria.gov.ng
mailto:fedinfo_ppd@yahoo.com
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