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Abstract: Investment performance measurement aid investors in making decision in real estate 
market with the intention of maximizing returns that will bring minimize risks. The study examined 
the performance on returns of residential and commercial property investments in Victoria Island 
Lagos and New GRA Port Harcourt, Nigeria for the period of 2011 to 2017. The study adopted a 
cross-sectional survey research design and questionnaire was collected on rental and capital values 
sourced from practicing Estate Surveyors and Valuers which was done through simple random 
sampling. The collected data was analyzed using arithmetic mean, geometric mean return, standard 
deviation and coefficient of variation. The findings showed that summated mean of average capital 
appreciation for commercial real property investment was 1.233, while the average capital 
appreciation for residential real property investment was 1.0095, and the difference others capital 
appreciation for both commercial and residential properties investment was 0.2235. The 
performance indicators as shown by the parameters of measurement indicate that commercial 
property investments in Victoria Island Lagos and New GRA Port Harcourt outperformed than 
residential property investments and more secure. The study concluded by recommending that real 
estate investors should diversify their investment portfolio as to maximize secure returns with less 
risks. 
Keywords: Commercial Properties, Residential Properties, Investment, Performance 
Measurement, Lagos, Port Harcourt.  
 
1.0 INTRODUCTION 

Analyzing the performance of real property investment is very critical to both commercial 

and residential properties at the time when emphasis is on investment returns. Investment 

performance measurement is even more crucial to investors in Lagos and Port Harcourt 

property market where few or no research has been conducted on the performance level 

achieved on property investments. The returns on values of commercial and residential 

properties are primarily assessed based on local economic conditions, locations and 

physical characteristics of the properties. The objectives of having these properties 

according to Ekenta (2010); Kuye (2018) include housing for dwellings, business growth, 
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meeting investors’ expectations and maximizing the investment capital value of portfolio as 

in the case of income producing properties. Moreover, the influence of the ongoing 

variations in global and local economy on the performance of real estate investment is 

serving to point out the need for its careful appraisal in investment decision making process 

(Udobi, Onyejiaka and Nwozuzu, 2018).  

The demand for commercial and residential properties has risen astronomically in urban 

centers; Lagos and Port Harcourt (Udobi, 2010). This has compelled the unemployed and 

public servants to explore business activities in addition to their normal jobs due to 

economic recession in the country. The reaction of investors to this development has been 

to increase the number of commercial property at the expense of residential property 

investment (Bello, 2003). This is based on the best option to allocate resources between 

alternative uses to obtain an efficient use consistently with maximization of return 

objective of the investor (Kalu, 2001). And this calls for need to create a bench mark for 

which the actual performance of an investment can be measured. In this context, property 

investment is seen as an alternative type of investments that shares similar attributes with 

other form of investment that need remarkable improvement to be achieved in the area of 

studies into techniques for real estate performance measurement (Udobi, Ugonabo and 

Kalu, 2013). According to Udobi, Kalu, Elekwachi and Ozigbo (2017), real estate 

investment appraisal are done by private investors in-conjunction with institutional 

investors such as banks, insurance companies, corporate organizations, etc. in urban 

centers. These group of investors put considerable finances into real estate investment 

annually without investor’s knowledge of understanding the performance of this sector 

(Udobi, 2014), which the urban centers of Lagos and Port Harcourt is not left out.  

However, while a lot have been written on property performance generally and commercial 

and residential properties performance of investment asset specifically, little was actually 

written on commercial and residential property performance as income producing assets in 

Lagos and Port Harcourt and this is a noted gap in literature that this study set to fill. This 

paper is therefore designed to appraise the comparative performance of commercial and 

residential property investments within the context of the overall returns on the investment. 

Also the intent of this study is to assess and compare the performance of investments in 

commercial and residential properties Lagos and Port Harcourt from 2011-2017 with the 
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view to provide guidance for commercial and residential property investors in planning and 

decision making for their investments.  

 

1.1 AIM AND OBJECTIVES 

Aim:  

The aim of the study is to examine the performance on returns of residential and 

commercial properties investment in Victoria Island Lagos and New GRA Port 

Harcourt. 

The Objective is to : 

1. Examine the returns on residential and commercial property investments in Victoria 

Island and GRA Port Harcourt. 

2. Analyze the capital appreciation of residential and commercial property investments 

in the study area. 

 

2.0 LITERATURE REVIEW 

The investigation of literature on property performance assessment usually interchanges 

with the use of; improve working environment, reduce building operation costs, reduce 

facilities maintenance costs, increase capital costs, lowering operating and capital 

expenditure, increase demanded space, lower initial return on capital, higher rents, less 

void period, increase net income or decrease capital, positive impact on value (Bello, Bello 

and Elegbede, 2015). These are adopted for the performance measurement of commercial 

and residential property investments as the major features operational in the utilization of 

real estate asset (Bello, 2004). 

Zhao (2003) stated that performance of real estate relied on a number of factors with 

statistical analysis as useful tool in evaluating the importance features of commercial and 

residential property investments performance. The metrics used in determining real estate 

performance are primarily based on cost reduction (risk) and capital maximization (return) 

(Idowu, 2006). What is not often recognized is that income producing property can also 

enable the investor improve on rents through their services avoiding costs and consequently 

increasing profitability with added value to the investment (Bello et al., 2015). 
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The application of performance measurement to real properties can help property investors 

to determine the important issues crucial to the whole success of an investment with the 

successful delivery of the specific function or operation concerned of investors concerned 

(Kaplan and Norton, 2004). In this context, many investors may consider how property 

decisions can improve profitability through efficient space utilization, cost reduction and 

capital maximization (Bello et al., 2015). From an investor’s and management perspective, 

performance measurement is by realizing the investor’s goals. And from performance 

measurement perspective, is by the ability to objectively achieve desired results to support 

the investor’s objectives, strategies to end the investment to success (Kaplan and Norton, 

2000). However, measuring the value of real estate performance with regards to decisions 

on return is much more difficult to calculate than the financial return on traditional 

investment real estate which the outputs are usually internal outputs to another part of an 

overall process (Bello et al., 2015). 

Bello (2003) analyzed relatively the performance of residential property investment and 

investment in securities in Lagos, Nigeria with special focus on the mean returns, risk 

adjusted return, income growth and capital growth, the study reveals that ordinary share 

investment as analyzed performed more than residential property in the terms of returns 

and risk adjustment on return. The findings also indicated that the associated risk with 

residential property investment is less than that of the ordinary shares. Although, the study 

was unable to consider the performance of commercial property, a comparative 

performance analysis of both residential and commercial property investments which this 

study wish to achieve, will give an insight of performance in investment within commercial 

property investment and residential property investment. 

Ade (2015) evaluated the performance of residential real estate investment in Ado Ekiti, 

Nigeria. The study sought to furnished investors with political investment opportunities of 

residential properties type that will ensure optimum returns financial with attention on 
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locations as to guarantee income growth and capital appreciation. The performance 

assessment in residential property investments was between 2008 to 2014 undertaken on 

rental and capital values on flats in selected locations with questionnaire complemented by 

interview questions on respondents, the study generated that returns on investment in 

Basiri, Ajebandele and OkeIla has lower returns, while the properties in GRA, Adebayo 

and Ajilosun had highest growth in rental and capital values as compared during the period. 

The study provided an avenue where investors will direct their efforts towards yielding 

highest returns to boost investment performance through best management of property 

portfolio. 

Udobi, Ogbonabo and Kalu (2013) examined the performance of real estate investment and 

investments in Bank shares in Onitsha metropolis, Nigeria for the period of 2000 to 2010. 

Rental and capital values data were sourced from estate surveying and valuing firms, while 

bank shares and dividend per share sourced from commercial bank and Nigeria stock 

exchange which were analyzed using arithmetic mean return, standard deviation and 

coefficient of variation. The study indicated that as both real estate and bank shares 

investment was compared, the parameter of performance indicators indicated that property 

investment is more secure than in bank shares investment. 

Yakub, Balarabe, Salawu and Gimba (2013) conducted a study on the effects of trends in 

annual rents on occupancy ratio in multi-storey commercial properties in Kaduna 

metropolis, Nigeria. The study uses correlation and time-series analysis to evaluate the 

effect of the rent review on occupancy ratio between 2006 and 2012 with administered 

semi-structured questionnaire alternated with interviews on tenants and property managers 

of three (3) selected multi-storey buildings. The findings showed that the constant rent 
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increases on properties over the years affected the occupancy ratio having the attitude of 

inverse relationship status of occupancy and rental values, whereby an increase in rental 

value decreases the occupancy rate. The study was unable to assess the attributes of the 

investment property because the investigation was on direct commercial property 

investment using only three (3) commercial properties which was an inadequate samples. 

Bello (2012) carried out a study on evaluating commercial property and stock market 

investment south-western Nigeria as to determine the risk and return profile of commercial 

property and selected stock market investment between 2009 and 2009. The study compare 

the characteristics of inflation hedge and diversification of investment potential in 

commercial property and selected stock market investment with data on rental and capital 

values for commercial properties and data of prices and dividends (returns) from stock 

market in the banking, insurance and other joint sectors. The findings revealed that the 

options of stock market shares attract higher return when compared with commercial 

property although with higher risk in commercial property having the benefits of been 

diversified to stocks investment. The limitation of the study was on the characteristics of 

investment exclusive of the attributes of commercial property investment, but compares it 

specifically with hotel investment. 

Like previous studies in the above literature review, the commercial and residential 

property investments actually has not been captured by their works, however the studies 

was only able to indicate real estate can be modeled into asset maximization to illustrate 

effects of real estate and stock market in their financial performance. 

       
3.0 METHODOLOGY 

This study adopted a cross-sectional survey research design using two selected cities in 

Nigeria: using Victoria Island, Lagos and New GRA, Port Harcourt from the period of 

2011 to 2017 as case studies. The population of this study comprised of 166 Estate 

Surveyors and Valuers practicing in Lagos(Estate Surveying and Valuation Registration 

Board of Nigeria (ESVARBON), 2014) and 106 Estate Surveyors and Valuers practicing in 

Port Harcourt (Nigerian Institution of Estate Surveyors and Valuers Directory, 2010) with a 
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sample size of  100 respondents using the Taro Yamane formula drawn out of a population 

of 272 respondent from both Lagos and Port Harcourt with questionnaires administered on 

them. Primary data was collected with the aid of questionnaires administered on practicing 

Estate Surveyors and Valuers of the study areas.   The simple random sampling technique 

was adopted in the selection of sample size for the study so that every member of the subset 

in the targeted population has equal chance of being selected. Descriptive statistics using 

frequency tables and percentage distribution were adopted in analyzing the data, while 

multiple regression analysis was used to calculate the trends on investment returns. 

3.1 Questionnaire Distribution. 

From Table 1 below, 100 copies of the questionnaires were administered on practicing 

Estate Surveyors and Valuers in both Lagos and Port Harcourt respectively. A total of 

68questionnaires representing 68% response rate were retrieved, while32% were not 

retrieved. 

Table 1: Distributed Questionnaires among Estate Surveyors and Valuers. 
City  Location Administered Retrieved  Not Retrieved  

 N % N % N % 
Victoria Island, 
Lagos 

Amadi Bello Way 
AdeolaOdeku street 
OzumbaMbadiwe Ave. 
Akin Adesola Street 

20 
13 
14 
13 

100.0 
100.0 
100.0 
100.0 

14 
9 
10 
8 

70.0 
69.2 
71.4 
61.5 

6 
4 
4 
5 

30.0 
30.8 
28.6 
38.5 

New GRA, Port 
Harcourt 

Woji Road 
Onne Road  
Evo Road  
Tombia Extension  

10 
10 
10 
10 

100.0 
100.0 
100.0 
100.0 

8 
7 
6 
6 

80.0 
70.0 
60.0 
60.0 

2 
3 
4 
4 

20.0 
30.0 
40.0 
40.0 

 Total  100 100.0 68 68.0 32 32.0 

Source: Author’s Field Survey, 2019. 

 

4.0 DATA PRESENTATION AND ANALYSIS. 

This section deals with data analysis and discussion of findings arising from the study. 

4.1 The Returns on both Residential and Commercial Properties 

In determining the returns on these properties the formula used is: 

Return on investment  = UCurrent net / incomeU x 100% 
    Capital value 
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Where: Net returns is the rental value less outgoings are adopted at 10% of the rental value 

of the property. This can be illustrated as; the capital value of 3 bedroom flat in GRA I and 

II Port Harcourt in 2012 was SNS1, 500,000.00. The expenses on the property will be SNS150, 

000:00 (i.eSNS1, 500,000:00 x 10%). Therefore the returns on the property for the year 2012 

will be 1.5%. Based on the above, the returns on properties in the study areas are shown in 

tables 4.7 and 4.8 below. 

4.1.1 Returns on Residential Properties in Lagos and Port Harcourt 

Table 2 shows the returns on residential properties in New GRA, Port Harcourt and 

Victoria Island Lagos. The returns of investment on the properties in GRA Port Harcourt 

were at its highest in 2017 with a rate of 17.69% however, it is important to note that 

returns on properties in Victoria Island Lagos has lowest returns at 7.11% and what is 

responsible for this is the exit of oil companies worker’s population from employment 

(drop from work) in Victoria Island Lagos which is also occasioned by high rent reducing 

the property values with vacant properties as investors saw the area as an investment hub 

returning downward. 

Table 2: Returns on Residential Properties  
Year New GRA, Port Harcourt Victoria Island, Lagos 

Return on 3 bedroom 
investment (%) 

Return on 4 
bedroom 
investment (%) 

Return on 3 
bedroom 
investment (%) 

Return on 4 
bedroom 
investment (%) 

2011 12 10.07 10.22 11.08 

2012 15 10.43 10.22 11.08 

2013 15.24 10.77 10.22 11.51 

2014 16.8 11.78 12.51 11.57 

2015 16.63 12.78 11.53 10.23 

2016 17.35 12.89 10.08 7.53 

2017 17.69 13.05 7.4 7.11 

Source: Author’s Field Survey, 2019. 
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4.1.2 Returns on Commercial Properties in Lagos and Port Harcourt. 

Table 3 shows the return on commercial properties investment in GRA Phase I and II Port 

Harcourt and Victoria Island Lagos. The returns of investment in commercial properties in 

New GRA, Port Harcourt were at its highest rate in 2017 with a rate of 14.3% and 12.89% 

in retail shops and office buildings. It is important to note that this higher return has made 

investors in GRA Port Harcourt to change the use of their residential properties to 

commercial properties. However, commercial properties in Victoria Island has witness its 

highest returns on properties investment in 2017 at the rates of 13.65 and 13.05 of both 

retail shops and office building respectively.  

Table 3: Returns on Commercial Properties 
Year New GRA, Port Harcourt Victoria Island, Lagos 

Return on 3 
bedroom 
investment (%) 

Return on 4 
bedroom 
investment (%) 

Return on 3 
bedroom 
investment (%) 

Return on 4 
bedroom 
investment (%) 

2011 9.73 9.10 10.20 10.08 

2012 10.07 9.59 11.09 10.77 

2013 10.43 10.42 11.88 11.05 

2014 10.84 10.89 12.1 11.58 

2015 11.76 11.27 12.33 12.29 

2016 12.89 12.20 12.51 12.49 

2017 14.30 12.89 13.65 13.05 

Source: Author’s Field Survey, 2019. 

An in-depth interview reveals the continued poor performance of the economy had 

hindering effects on the real estate office market, that this market reality saw property 

owners extend concessions by way of rent reduction, favorable lease terms and other tenant 

incentives in the bid to keep corporate occupiers and increase take-up rates. 

4.2.1 Capital Appreciation of Residential and Commercial Property Investments  

This measures the percentage change in the capital value between the two dates 

That is: 
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UCapital value at the end-capital value at the beginning  

Capital value at the beginning   
 

Table 4: Capital Appreciation of Residential Property Investment 
Location/year 2011/2012 2012/2013 2013/2014 2014/2015 2015/2016 2016/2017 
Lagos  0.273 0.214 0.426 0.114 0.185 0.200 

Port Harcourt 0.25 0.200 0.134 0.150 0.125 0.195 

×� 0.2615 0.207 0.28 0.132 0.155 0.1975 

Source: Author’s field survey, 2019. 

Table 4 indicated that the capital appreciation on residential property investment in Lagos 

and Port Harcourt in 2011/2012 was 0.28, 2014/2015 was 0.132, while the capital 

appreciation on residential property investment in Lagos and Port Harcourt in 2015/2016 

was 0.155, and 2016/2017 was 0.1975. 

Table 5: Capital Appreciation of Commercial Property Investment 
Location/year 2011/2012 2012/2013 2013/2014 2014/2015 2015/2016 2016/2017 
Lagos  0.273 0.429 0.200 0.042 0.300 0.081 

Port Harcourt 0.100 0.111 0.114 0.0.28 0.250 0.091 

×� 0.1865 0.27 0.157 0.035 0.275 0.86 

Sources: Author’s field survey, 2019. 

Table 5 revealed that the average mean score for capital appreciation on commercial 

property investment in both Lagos and Port Harcourt was 0.1865 in 2011/2012, 2012/2013 

has 0.27, 2013/2014 has 0.157, 2014/2015 has 0.035; while 2015/2016 has 0.275 and 

2016/2017 has 0.086. 

4.2.2 Comparative Analysis on Growth Potential  

Portfolios perform and measurement and analysis was employed for the determination of 

investment performances and growth potentials of the two real property investment 

options. Afterwards statistical analysis was used to ascertain the least square regression 

line, correction co-efficient and also coefficient of determination: the result of the analysis 

is as presented. 

Table 6 showed that summated mean of average capital appreciation for commercial real 

property investment was 1.233, while the average capital appreciation for residential real 
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property investment was 1.0095 and the difference others capital appreciation for both 

commercial and residential properties investment was 0.2235. it implies that commercial 

real property residential in the study areas outperformed the residential real property 

investment. 

Table 6: Average Capital Appreciation 
Capital 
appreciatio
n on: 

2011/201
2 

2012/201
3 

2013/201
4 

2014/201
5 

2015/201
6 

2016/201
7 

Sum 

Commercia
l properties 

0.2615 0.207 0.28 0.132 0.155 0.1975 1.233 

Residential 
properties 

0.1865 0.27 0.157 0.035 0.275 0.086 1.009
5 

Differences 0.075 -0.063 0.123 0.097 -0.12 0.1115 0.223
5 

Source: Author’s Field survey, 2019. 
 

4.2.3 Investment Performance Measurement of the Real Properties 

To establish the degree to which the results of the data conform to a regression line 

between two variables (residential and commercial properties). This is termed coefficient 

of correlation. 

Y is the average capital appreciation of commercial real property investments in Lagos and 

Port Harcourt from 2011 to 2017.  

X is the average capital appreciation of residential property investments in Lagos and Port 

Harcourt from 2011 to 2017.  

Relationship between residential and commercial real property investment linear 

correlation co-efficient of mean capital appreciations of commercial and residential real 

property investments in Lagos and port Harcourt. This measures the degree or strength of 

association between the dependent and independent variables. 

𝑁 = 6: �𝑋 = 123.3;

= 100.94;�𝑋𝑌 = 2,128.5;�𝑋2 = 2,700.87;�𝑌2 = 2,165.77 
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Co-efficient of determination = (coefficient of correlation) this measures the percentage of 

the total variation in the value of the dependent variable that is explained by the regression 

of that variable on the independent variable  

r = 0.-1587; 𝑟2 = (0.1587)2    =0.025187 

Total unexplained variation =1 − 𝑟2 = 1 − 0.025187 = 0.974813. 

Table 7: Performance Measurement Analysis of Two Investment Options in Terms of 
Capital Appreciation 
Statistic  �𝑋� 𝑟 𝑟2 1 − 𝑟2 

Average capital 
appreciation of 
commercial real 
property  

1.233 0.1587 0.0252 0.975 

Average capital 
appreciation of 
residential real 
property  

1.0095 0.1587 0.0252 0.975 

Difference  0.2235          __     __    __ 
  Source: Author’s field survey, 2019. 

It is clear that the result shows that the sum of the average capital appreciation of 

commercial real property investment in Lagos and Port Harcourt surprised the average 

capital appreciation of residential real property investment in Lagos and Port Harcourt by 

22.35% within the period studied. This proves that commercial real property investment in 

Lagos and Port Harcourt outperformed residential real property investment in Lagos and 

Port Harcourt within the study period. It also means that the commercial real property 

investment within the study period in both Lagos and Port Harcourt does not lack behind 

comparatively in terms of capital appreciation.     

5.0 FINDINGS AND DISCUSSION. 

5.1 Returns on Property Investment 

Generally, the overall characteristics of residential property investment in GRA Port 

Harcourt showed a progressive movement in both capital and rental values as shown in 

table 4 resulting to positive annual returns (17.69% and 13.05% in 2017) throughout the 
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period understudy. This was not the same in Victoria Island Lagos, which the rental and 

capital values for residential properties were unpredictably rising and failing during the 

period under review as shown in table 4. These fluctuating nature of the residential 

property investment in Lagos show results of negative annual returns (7.49% and 7.11% in 

2017) in some period, making the investment in residential property investment in Victoria 

Island unsecured. 

The study revealed that commercial property investment in GRA Port Harcourt (shops and 

office) were at its highest rate of returns at 14.3% and 12.89% respectively in 2017, 

showing a positive returns on retail shops and office building. Furthermore, the findings 

show that the return on commercial property investment in Victoria Island Lagos was at its 

highest rate of 13.65% and 13.05% on retail shops and office building respectively. The 

study shows that residential property investment in GRA Port Harcourt has a constant 

annual growth in rental and capital values, while in Victoria Island Lagos, the annual 

growth on rental and capital values are stagnated over the period of 2011-2017 in the study. 

The study also shows a positive annual returns on investment in commercial property at its 

higher rate of return of 14.3% and 12.89% on both office building and retail shops in its 

capital and rental values. The performance of residential property investment in GRA Port 

Harcourt shows arithmetic mean return of 8.7% over the period of 7years and a risk of 

1.37%. The geometric mean return is 16% and a coefficient of variation of 0.85. The 

performance of residential property investment in Victoria Island Lagos shows an 

arithmetic mean return 8.4% over the 7 years period and a risk of 12.6%, the geometric 

mean return of 4.7% and coefficient of variation of 0.34. 
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 The interview session with the Estate Surveyors and Valuers including property investors 

revealed that the continued poor performance of the economy had negative effects on real 

estate market, seeing property owners to extend concessions by way of rent reduction, 

favorable lease term and other tenant incentives in order to keep corporate occupiers and 

increase take-up rates. It could therefore be inferred that both residential and commercial 

property investment have more attributes of differences than that of similarities on what 

affects the returns on both type of property investment. However, these investment options 

differ in description or classification of property, investment management responsibility 

ownership level of involvement, income producing source, determinants and rental review 

frequency, condition of repairs and average percentage of outgoings on total investment 

income. These findings affirmed that the areas of similarities and that of differences should 

be able to guide an existing or potential investor in either residential or commercial 

properties investment options in making appropriate decisions on investment. 

6.0 CONCLUSION AND RECOMMENDATIONS. 

The study examined investment performance on returns of both residential and commercial 

properties in Lagos and Port Harcourt. The study has shown that both residential and 

commercial property investments perform on the average both in Lagos and Port Harcourt, 

but commercial properties in these cities outperformed residential properties in term of the 

annual rate of return. Moreover, the risk associated with commercial property investment is 

higher than that of residential properties in both cities as the study area. Investors who want 

to avert risk will therefore prefer investing in residential properties rather than commercial 

properties, while an investor who takes risk will rest on commercial properties than 

residential properties without minding the level of risk involved. This appear to be justified 
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in residential properties on the ground where the investors (owners) of residential 

properties secure their first rent collection and the subsequent ones are usually not easy 

especially with a troublesome tenants, whereas the owners of commercial properties are 

assumed for the rent when due. This occurs because commercial properties tenants will 

prefer to protect their goodwill rather than the premises valuation. However, the two real 

property investment options commercial and residential in both GRA Port Harcourt and 

Victoria Island Lagos performed above average. Both had growth rate potentials while the 

choice of a particular type of investment option shall be borne by the objective of the 

investor, either private or institutional, because investment opportunities are ranked 

according to their desirability in terms of trade off between perceived risk and anticipated 

returns. Whereas, long term investors who need greater security of income or capital or 

both should rather invest in commercial property investments in both cities of the study. 

Therefore, periodic investment portfolio performance measurement should be carried out 

on both residential and commercial properties to aid property portfolio management or for 

investors selecting the best investment options which will promote maximum return on real 

property investment as to reduced association risk. 
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