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Affordable Housing in Kenya eeeeeeeeecceeses

Affordable Housing investment has gained popularity as a
pillar of the President’s Big Four Plan, which was launched
in December 2017 under Kenya’s Affordable Housing
Plan’s (AHP). The Affordable Housing Plan’s (AHP) main
aim is to provide decent and affordable housing to low-
and middle-income households.

In June 2021, the National Treasury released the country’s
Budget, of which KSh13.9 billion was allocated to affordable
countrywide housing. The AHP is expected to deliver
500,000 affordable homes countrywide by 2022 and
involves a number of incentives to support the delivery of
such. These incentives include: scrapping of stamp duty
for first-time buyers; provision of bulk infrastructure such
as drainage and utilities; reduction of corporate tax from
30% to 15% for developers who build more than 100
affordable units; and exemption of Value Added Tax (VAT)
on construction inputs.

The industry is acknowledged for having affordable
housing projects delivered by the national government
(via Boma Yangu, through which potential home owners
register online), county governments, private developers,
and public-private partnerships.
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Boma Yangu is an online platform that provides information
on Kenya’s affordable housing programme. The site lists
recent, ongoing and proposed housing projects offered
by the government and some private developers and
partnerships. Boma Yangu also provides a live counter of
the increasing number of Kenyans applying for affordable
housing units, thus providing a basis for demand
aggregation to various stakeholders. Through the site, the
national Tenant Purchase Scheme (TPS) is expected to be
more accessible and facilitates the allocation of units via a
ballot system. Payments from various platforms are
accepted.

The main affordable housing nodes within Nairobi are
concentrated on the eastern side of Mombasa Road, Thika
Super-Highway, and the general Eastlands area. However,
due to the availability of relatively cheap land, peripheral
areas such as Juja, Ruaraka, Kikuyu, Ngong, Syokimau,
and Milolongo may also present an opportunity for
affordable housing developments.

@ Government Projects

@ Private Projects

. Affordable Housing Nodes

\eﬂ . Major Slums

! Affordable housing for the purpose of this Report are units selling for not more than KSh89,500/m? for a studio, KSh77,500/m? for a one-bedroom,

KSh64,000/m? for a two- bedroom, and KSh61,100/m? for a three-bedroom unit.
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Unit Sizes

In a cost-saving effort, the sizes of affordable housing units are relatively small when compared to other residential
projects. The smallest unit is a studio with an average size of 28m?, and the largest unit, a three-bedroom measuring
approximately 80m?.

Affordable housing Average Unit Sizing
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Unit Prices

Prices range from KSh1.9 million for a studio to approximately KSh5.8million for a three-bedroom unit. It is worth noting
that studios and three-bedroom units are attracting the highest price per square meter because the bulk of supply is
from private developers, hence they are higher than government projects due to inclusion of land cost.

Affordable housing average unit pricing by developer type

Average Price Average Price/m?
Typology Government Private UN Average Government Private UN Average
Studio n/a 1,900,000 2,230,000 | 2,065,000 n/a 58,444 89,286 73,865
1Bedroom 1,266,667 2,900,000 | 3,400,000 | 2,522,222 45,000 50,304 77,273 57,525
2 Bedroom 2,500,000 3,735,000 4,800,000 3,678,333 50,000 57,866 64,000 57,289
3 Bedroom 4,310,000 5,166,667 5,800,000 | 5,092,222 60,625 59,436 61,053 60,371

Source: Broll Kenya Research

We note that government-related projects have neither price appreciation over the construction period (as off plan sale
prices are usually significantly discounted compared to project close out sale prices), nor price differentiation by floor
level, view or mode of payment. Projects developed by private developers offer price differentiation by floor, price
appreciation over the construction period, and price differentiation by mode of payment (such as mortgage prices that
are higher compared to cash).
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Process to own government
AHP units eeeeeceeceeccoee

Registration is through the government’s online portal
www.bomayangu.go.ke

The platform also allows for updating of personal details and
the upload of Know Your Customer (KYC) documents

Registration

Pre-qualification
el Tl | Verification of identity, income, and credit profile
Maximum income: KSh150,000 per month

Allocation is based on a transparent approach of ballots with
Allocation no physical interaction.
A standard 12.5% deposit on the value of the unit is required.

The projects allow for various purchase options including:
Tenant Purchase Schemes
Mortgages/Kenya Mortgage Refinance Company (KMRC)
Cash sales.

Occupation

Source: Boma Yangu

Affordable Housing Supply

Affordable housing supply continues to grow albeit at a relatively slow pace. The AHP has, to date, delivered over 1,600
units cumulatively, including an additional supply of 510 units in 2020. The industry is expected to deliver more than 15,000
units in the next three years. The highest projected annual supply of approximately 11,000 is anticipated during 2024.

AH anticipated supply
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We have analysed affordable housing projects within the Nairobi Metropolitan,
limited to projects offering units for no more than KSh89,500/m? for a studio,
KSh77,500/m? for a one-bedroom, KSh64,000/m? for a two-bedroom, and
KSh61,100/m? for a three-bedroom unit. Our survey shows that three-bedroom
apartments achieve the highest supply market share (approximately 44%)
followed by two-bedroom (41% of the total supply). The lowest supply market
share is represented by studios and one-bedroom units. The popularity of 3 and
2 bedroom units is attributed to the target market being mature households
especially as first-time home owners.

Affordable housing typology popularity
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Source: Broll Kenya Research

There has been a limited supply of affordable housing units in the recent past,
with government projects holding the largest market share of 83% from 2019 to
2021. This is compared to 17% delivered by private projects. This trend is expected
to change in the next two years as private developers become more involved
in the delivery of affordable housing with the introduction of innovative building
technology. Also, their general development approach is mainly targeted at
minimising project cost.

2019

2021 1,142

2024 2178 8,828

Source: Broll Kenya Research




Affordabable Housing Demand eeeeeeceecccece

Occupancy levels are buoyant across various unit typologies, which is mainly attributed to most developers embracing
pre-sales, as early as detailed concept development level. Pre-sales levels are mostly at the discretion of the developer,
who tends to include presales as part of the project’s capital structure. It is noted that some financiers tend to attribute
disbursement of senior debt on a minimum of 10% level of pre-sales as this de-risks the investment. The graph below
illustrates demand versus supply for the period 2019 to 2021.

Affordable housing demand per typology
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The average take-up rate ranges from four to nine units per month for private developer projects, and 10 to 20 units for
government-related projects, the latter because it has a ready market in both the public and civil servant sectors for
projects expected to be delivered within the forthcoming 36 months.

Affordable housing demand by developer type
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Rent Analysis

Residential rentals are initially presented as a gross rent inclusive of service charges. The average gross rent ranges
between KSh11,500/month and KSh33,929/month across studios to three-bedroom units.

Service charge rates are noted as standard within a specific project across the various typologies, and are between
KSh1,500 to KSh3,000/month. Developers require a 12-month deposit for service charges from purchasers, whereas
tenant leasing rental rates are usually inclusive of service charge. Service charges depend on the level of amenities and
facilities provided within a development. Standard items covered in a typical development include: security; cleaning;
garbage collection; repairs and maintenance; insurance; management fees; and utilities for the common areas.

Affordable housing average rent analysis per typology
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Affordable housing yields in Nairobi range between 7% to 13%. Projects achieving high yields are largely government
projects mainly because land in prime locations is easily available, and projects are also highly densified at an average of
240 units/acre thus achieving higher economies of scale.

Affordable housing average density by developer
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Private developers projects are noted to achieve lower
yields, mainly attributed to increased project cost due to the
inclusion of land cost coupled with lower densities achieved.
Density averages 216 units/acre as most of these
developments are located on the periphery of the Metro,
offering fewer numbers of floors and lesser ground
coverages.

AH average yield per typology
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Intel Report Contact Details

Divisional Director Broll Director of Research and
Property Intel Valuations - Kenya

Elaine Wilson Vivian Ombwayo

® +27 114414083 © +254 709 113 000

@ ewilson@broll.com @ vombwayo@broll.co.ke
Researcher COO of Africa (Excl SA),
Natalie Oberholzer Valuations & Intel

® +27 114414391 Jess Cleland

@ noberholzer@broll.com © +230 5756 9552

@ jcleland@broll.com

Head Office and Country Contact Details

Broll Property Group (Head Office) Broll Mozambique

Broll South Africa Physical address: Avenue 24 de Julho,
Physical address: 61 Katherine Street, No 1123, 2 Andar, Cidade de Maputo
Sandown Ext. 54, Johannesburg, Gauteng Phone: +258 21487 095

Phone: +27 114414000 Email: mozambique@broll.com
Email: info@broll.com Website: www.broll.co.mz

Website: www.broll.com

Broll Namibia

Broll Botswana Physical address: Zanlumor Building,
Physical address: Plot 139, Gaborone 2nd Floor, Post Street Mall, Windhoek
International Finance Park, Phone: +264 6 137 4500
Gaborone, Botswana Email: namibia@broll.com
Phone: +267 398 1973 Website: www.brollnamibia.com.na
Email: botswana@broll.com

Broll Nigeria
Broll Eswatini Physical address: 3rd Floor, Number
Physical address: Lot 507, Usuthu, One, 1 Akin Adesola, Victoria Island,
Crescent Industrial Sites, Matsapa, Eswatini Lagos
Phone: +268 25187566 Phone: +234 1270 1890

Email:  nigeria@broll.com
Broll Ghana Website: www.broll.com.ng
Physical address: 7th Floor, Ridge Tower,
6th Avenue, Ridge, Accra Broll Uganda
Phone: +233 302 672 888 Physical address: 6th Floor, Fedha Plaza
Email: ghana@broll.com Mpaka Road, Westlands, Nairobi
Website: www.broll.com/ghana Phone: +254 712 668 448
Broll Indian Ocean LTD (Madagascar, Broll Zambia
Mauritius, Seychelles & Réunion) Physical address: Manda Hill Mall,
Physical address: c/o Intercontinental Cnr Great East and Manchinchi Roads,
Trust Ltd, Level 3, Alexandra House, Lusaka
35 Cybercity, Ebene, Mauritius Phone: +260 21125 5550
Phone: +230 403 0800 Email: zambia@broll.com
Email: indianocean@broll.com

Website: www.broll-io.com

Broll Kenya

Physical address: 6th Floor, Fedha Plaza,

Mpaka Road, Westlands, Nairobi

Phone: +254 712 668 448

Email:  kenya@broll.com

Website: www.broll.co.ke ‘

Disclaimer

Broll Property Group (PTY) Ltd has taken every care in the preparation of this report. The sources of information used are believed to
be accurate and reliable, but no guarantee of accuracy or completeness can be given. Neither Broll Property Group, nor any director,
representative or employee of Broll Property Group, accepts liability for any direct or consequential loss arising from the use of this document
or its content. The information and opinions contained in this report are subject to change without notice. No part or parts of this report may
be stored in a retrieval system or reproduced or transmitted in any form or by any means, electronic, mechanical, reprographic, recording or
otherwise, now known or to be devised, without prior consent from Broll Property Group.



