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Abstract   

Nigeria’s urban housing market presents a paradox between 2010 and 2025: despite severe 

macroeconomic decline marked by volatile GDP growth, average inflation of 15.7%, exchange 

rate depreciation, and a shrinking middle class from 23% to 11% of the population, prime 

residential property prices in Lagos, Abuja, and Port Harcourt rose over 380% while luxury estate 

construction continued. This study investigates the three-dimensional drivers of this resilience by 

integrating cost-push inflation, demand inelasticity, and the emergence of non-traditional buyers. 

The broad objective is to decompose the relative contributions of cost-push and demand-pull 

factors to housing inflation, estimate price and income elasticity of demand across housing 

segments, assess the impact of diaspora remittances, High Net-Worth Individuals, politically 

exposed persons, and illicit-wealth actors on demand and prices, and explain developer supply 

response despite weak middle-class purchasing power. Anchored on Keynes’ (1936) inflation 

typology, Marshall’s (1890) and Engel’s (1857) elasticity theories, Acemoglu and Robinson’s 

(2012) political economy framework, and Aalbers’ (2016) financialization of housing theory, the 

study adopts a mixed-methods explanatory sequential design with quantitative dominance as 

prescribed by Creswell and Creswell (2018). The quantitative phase uses quarterly secondary data 

from 2010Q1 to 2025Q2 sourced from the National Bureau of Statistics, Central Bank of Nigeria, 

World Bank, Northcourt, Broll, Capgemini, and the Economic and Financial Crimes Commission, 
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yielding 62 observations. Structural Vector Autoregression following Blanchard and Quah (1989) 

decomposes cost-push versus demand-pull shocks. Panel fixed-effects regression estimates price 

and income elasticity of demand. Autoregressive Distributed Lag bounds test by Pesaran, Shin 

and Smith (2001) examines long-run effects of non-traditional buyers. A Logit model tests 

developer supply response based on Tobin’s (1969) Q-theory. The qualitative phase conducts 12 

key informant interviews with estate surveyors, developers, and diaspora-facing agents in the three 

cities to capture cash and illicit capital dynamics not reflected in official data, following Kvale’s 

(1996) interview theory. Findings reveal that cost-push shocks explain 71.2% of house price 

variance at an eight-quarter horizon, while demand-pull factors account for 19.8%, confirming 

that building material costs, diesel, and naira depreciation dominate price formation more than 

aggregate demand. Housing demand is price-inelastic with an overall price elasticity of demand 

of -0.31, and luxury segment elasticity of -0.13, supporting Glaeser and Gyourko’s (2003) 

argument on inelasticity in supply-constrained cities. Income elasticity of 0.54 shows housing 

remains a necessity for the aggregate market but approaches luxury status for cash buyers. Non-

traditional buyers exert significant positive effects: a 1% increase in diaspora remittances raises 

prices by 0.42%; High Net-Worth Individual count and cash buyer ratio also significantly increase 

prices, validating Stark and Bloom’s (1985) New Economics of Labor Migration and Veblen’s 

(1899) conspicuous consumption theory. Developer new project launches are driven by Tobin’s Q 

ratio and land appreciation, both significant at 1%, while Central Bank Monetary Policy Rate is 

statistically insignificant, confirming that with mortgage penetration below 1%, developers target 

cash-rich buyers and rationalize supply based on Q-ratio rather than interest rates as predicted 

by Myers and Majluf’s (1984) pecking order theory. The study concludes that Nigeria’s urban real 

estate resilience is structurally driven by cost-push inflation, bifurcated inelastic demand from 

non-traditional buyers, and developer rationality based on asset appreciation rather than macro 

income growth. Policy implications include reducing cost-push pressures through local building 

material production and foreign exchange stability, reforming mortgage markets to re-engage the 

middle class, and strengthening anti-money laundering enforcement to curb distortions from illicit 

capital. The research extends housing economics literature by integrating inflation decomposition, 

segmented elasticity, and developer supply logic in a low-mortgage, high-inflation context, and 

provides a template for analyzing housing markets in similar Sub-Saharan economies. 

 

Keywords: cost-push inflation, demand elasticity, non-traditional buyers, urban real estate, 

Nigeria, housing deficit, financialization. 

 

1.1 Background of the Research 

Nigeria’s urban housing market presents a paradox that has puzzled policymakers, investors, and 

researchers for over a decade. Between 2010 and 2025, the country experienced severe 

macroeconomic decline: GDP growth fell from 7.9% in 2010 to -3.2% in 2020 during COVID-19, 

recovered marginally, and remained volatile due to oil price shocks and exchange rate instability 

[World Bank, 2024]. Inflation averaged 15.7% from 2015-2024, with food and housing 

components driving headline rates [National Bureau of Statistics, 2024]. The middle class, 

historically the backbone of formal housing demand, contracted sharply. Brookings Institution 

estimated Nigeria’s middle class at 23% of population in 2010 but only 11% by 2022 due to job 

losses and naira depreciation [Tschirley, Reardon, & Dolislager, 2019]. By standard demand 

theory, these conditions should have collapsed housing prices and construction activity. 
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Yet, urban real estate in Lagos, Abuja, and Port Harcourt defied this expectation. Property prices 

in prime Lagos districts rose 380% between 2010 and 2023, while luxury estates like Eko Atlantic 

and Banana Island maintained occupancy above 85% [Northcourt, 2023; Broll, 2022]. 

Construction of high-end residential towers continued despite vacant lots in middle-income 

schemes. This resilience contradicts the Keynesian demand-pull framework which posits that 

aggregate demand contraction should reduce prices and output. The persistence of real estate 

growth amid macroeconomic decline suggests a structural shift in the drivers of Nigeria’s housing 

market. [Keynes][1936] 

 

Cost-Push vs Demand-Pull Inflation in Housing 

The first dimension of this paradox relates to inflation dynamics. Cost-push inflation theory argues 

that increases in production costs force firms to raise prices regardless of demand levels. In 

Nigerian real estate, building material costs exploded after 2016. Cement price rose from 

₦1,600/bag in 2015 to ₦5,500/bag in 2024, while imported finishes and iron rods became 3x more 

expensive due to naira devaluation [National Bureau of Statistics, 2024]. The theory of supply-

side inflation, advanced by, suggests that when inputs are inelastic, cost shocks transmit directly 

to output prices. If housing supply is inelastic in the short run, then building cost increases should 

dominate price determination more than consumer purchasing power. This aligns with housing 

search theory which emphasizes supply rigidities due to land and planning constraints. 

[Shapiro][1996][Blinder][1998][Arnott][1995] Conversely, demand-pull inflation theory, rooted 

in, holds that excess demand over available supply drives price increases. Post-2010 Nigeria saw 

massive inflows of diaspora remittances averaging $24.3 billion annually from 2015-2023, making 

Nigeria the largest recipient in Sub-Saharan Africa [World Bank, 2024]. Remittance theory by 

[Rapoport & Docquier, 2006] posits that migrant inflows increase household disposable income 

and investment in real assets. Simultaneously, growth of High Net Worth Individuals and 

politically exposed persons created a class of buyers whose demand is insensitive to interest rates 

or income shocks. This bifurcation means demand-pull may persist even as middle-class demand-

pull collapses. [Keynes][1936][HNWIs][PEPs][Capgemini][2023] 

 

Elasticity and Demand Inelasticity 

The second theoretical lens is price and income elasticity of demand. The law of demand predicts 

inverse price-quantity relationship, but housing literature shows low elasticity due to its necessity 

and lack of substitutes [DiPasquale & Wheaton, 1996]. [Glaeser, Gyourko, & Saks, 2005] 

demonstrated that in supply-constrained cities, housing demand becomes highly inelastic: price 

increases do not proportionally reduce quantity demanded because households have no 

alternatives. Nigeria’s Land Use Act of 1978 and weak property rights create artificial land 

scarcity, making urban housing supply inelastic. If Nigerian urban housing demand is inelastic, 

then cost-push factors will translate almost 1-to-1 into price increases without clearing the market. 

This explains why prices rise even when affordability collapses. [Omotola][2007] 

 

Shift in Demand Drivers: The New Buyer Class 

The third dimension is the identity of demand drivers. Classical housing demand models by assume 

the middle class as marginal buyers. However, Nigeria’s urban market since 2015 has been 

dominated by non-traditional buyers: diaspora investors, HNWIs, politicians, and illicit wealth 

actors colloquially termed “Yahoo boys”. documented that diaspora remittances now account for 
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40% of Lagos luxury property purchases. The portfolio choice theory by explains this: in high-

inflation, low-trust environments, real estate becomes a store of value superior to naira-

denominated assets. For HNWIs and PEPs, real estate also serves money laundering and status 

signaling functions. The theory of Veblen conspicuous consumption further explains luxury 

property demand as status display rather than shelter need. 

[Muth][1960][Adegoke][2020][Tobin][1958][Sharman][2017][Veblen][1899] 

EFCC reports from 2018-2023 show over ₦500 billion in properties forfeited by politically 

exposed persons, indicating substantial illicit capital in real estate [Economic and Financial Crimes 

Commission, 2023]. This creates “phantom demand” disconnected from formal income metrics. 

As the middle class exits, these non-traditional buyers sustain transactions and prices, producing 

market resilience without broad-based affordability. 

 

Supply Response and Developer Behavior 

The fourth dimension is developer supply response. Neoclassical supply theory predicts that 

producers reduce output when input costs rise and demand falls. Yet Nigerian developers shifted 

toward luxury supply despite weak mass demand. This aligns with [Baumol’s cost disease, 1967]: 

when productivity growth is low in construction but high in luxury segments, firms reallocate to 

high-margin niches. Developers also face credit constraints. showed that Nigerian mortgage 

lending is <1% of GDP vs 30% in South Africa. Without mortgage liquidity, developers cannot 

sell to middle-income buyers, forcing them to target cash-rich diaspora and HNWIs. This creates 

a supply-side bias toward luxury, worsening the housing deficit estimated at 28 million units by 

[UN-Habitat, 2022].[Akinsomi][2018] 

 

Policy Implications 

The resilience of urban real estate despite macroeconomic decline has dual policy implications. 

First, if cost-push dominates, then policies must target building material cost reduction, import 

substitution, and exchange rate stability [Olotuah & Bobadoye, 2009]. Second, if non-traditional 

demand sustains the market, then inclusionary housing policies and mortgage reform become 

critical to re-engage the middle class [Centre for Affordable Housing Finance in Africa, 2023]. 

The failure to distinguish between these drivers has made Nigeria’s housing policy ineffective for 

two decades. Against this backdrop, this study investigates the three-dimensional interplay of cost-

push inflation, demand inelasticity, and shifting demand drivers to explain Nigeria’s urban real 

estate resilience from 2010-2025. The period captures pre-recession growth 2010-2014, recession 

2016, COVID-19 shock 2020, and post-subsidy removal volatility 2023-2025, providing sufficient 

variation for econometric analysis. 

 

1.2 Statement of Research Problem 

Nigeria’s urban housing market exhibits a contradiction: while macroeconomic indicators 

deteriorated significantly from 2010-2025, with declining GDP growth, rising inflation, and 

contraction of the middle class [World Bank, 2024], prime urban real estate prices and construction 

activity remained resilient. Existing studies have treated housing inflation as either demand-driven 

or cost-driven [Olotuah & Bobadoye, 2009] without decomposing the relative contributions of 

cost-push versus demand-pull factors. Furthermore, elasticity studies on Nigerian housing are 

limited and outdated, leaving policymakers unsure whether price increases reflect true scarcity or 

market distortions. [Northcourt][2023][Adegoke][2020][Akinsomi][2018] 
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Empirically, there is a gap in understanding who now drives housing demand as the middle-class 

fades. Remittance inflows, HNI growth, and illicit wealth have been mentioned anecdotally 

[EFCC, 2023; Capgemini, 2023], but no study has quantified their impact on price dynamics 

alongside traditional variables. Theoretically, the persistence of construction despite weak 

effective demand contradicts neoclassical supply theory and suggests developers are responding 

to a segmented market. [Baumol][1967] Therefore, the core problem is: To what extent is Nigeria’s 

urban real estate price resilience from 2010-2025 explained by cost-push inflation and inelastic 

demand versus demand-pull from non-traditional buyers? And what are the policy implications for 

addressing housing deficit without over-reliance on luxury supply? 

 

1.3 Research Objectives 

The broad objective of this study is to examine the three-dimensional drivers of Nigeria’s urban 

real estate resilience despite macroeconomic decline from 2010-2025. Specifically, the study will: 

1. Decompose the relative contributions of cost-push and demand-pull factors to housing price 

inflation in Nigerian urban centers from 2010-2025. 

2. Estimate the price and income elasticity of demand for urban housing to determine market 

responsiveness to price and income changes. 

3. Assess the impact of non-traditional demand drivers, diaspora remittances, HNWIs, politically 

exposed persons, and illicit wealth on housing price and transaction volume. 

4. Analyze developer supply response to macroeconomic decline and identify factors sustaining 

luxury construction despite weak middle-class demand. 

5. Propose policy implications for reducing cost-push pressures and re-engaging middle-class 

demand in Nigeria’s housing market. 

 

1.4 Research Questions 

1. What is the relative contribution of cost-push versus demand-pull factors to urban housing price 

inflation in Nigeria from 2010-2025? 

2. How price-elastic and income-elastic is demand for urban housing in Nigeria? 

3. To what extent do diaspora remittances, HNWIs, politicians, and illicit wealth drive housing 

demand and prices? 

4. Why do developers continue luxury supply despite macroeconomic decline and weak middle-

class purchasing power? 

5. What policy interventions can address cost-push inflation and broaden access to housing for the 

middle class? 

 

1.5 Research Hypotheses 

Based on the objectives and theoretical framework, the following hypotheses will be tested at 5% 

level of significance: 

H01: Cost-push factors have no significant contribution to urban housing price inflation in Nigeria 

from 2010-2025. 

H02: Demand-pull factors have no significant contribution to urban housing price inflation in 

Nigeria from 2010-2025. 

H03: Demand for urban housing in Nigeria is unit elastic with respect to price and income. 

H04: Diaspora remittances, HNWIs, politicians, and illicit wealth have no significant impact on 

housing price and transaction volume in Nigerian urban centers. 
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H05: Developer supply response is not significantly influenced by macroeconomic decline and 

middle-class purchasing power constraints. 

 

1.6 Scope of the Research 

Geographical Scope: The study covers three major urban centers in Nigeria: Lagos, Abuja FCT, 

and Port Harcourt. These cities represent 65% of Nigeria’s prime real estate transactions and 

exhibit high concentration of diaspora and HNI investment. [Broll][2022] 

 

Temporal Scope: 2010-2025. The period captures pre-oil crash stability 2010-2014, recession 

2016, COVID-19 2020, and post-subsidy removal volatility 2023-2025, providing structural 

variation for time-series analysis. 

 

Conceptual Scope: The study focuses on residential real estate only, excluding commercial and 

industrial property. Variables include housing price/rent index, building material cost index, 

exchange rate, diaspora remittances, HNI wealth proxy, and politically exposed persons asset 

seizures. Cost-push vs demand-pull decomposition will use structural vector autoregression. 

Elasticity will be estimated using log-linear regression. 

 

Methodological Scope: Quantitative time-series analysis using secondary data from NBS, CBN, 

and World Bank. Qualitative insights from 10-12 key informant interviews with estate surveyors 

and developers in the three cities to capture non-traditional buyer dynamics not reflected in official 

data. 

 

1.7 Significance of the Research 

1. Theoretical Significance 

This study extends housing economics theory by integrating cost-push inflation theory, elasticity 

theory [DiPasquale & Wheaton, 1996], and portfolio choice theory in a developing economy 

context. While most housing studies in advanced economies assume functional mortgage markets 

and dominant middle-class demand [Glaeser et al., 2005], this research tests these assumptions 

where mortgage penetration is <1% and non-traditional buyers dominate. It will contribute 

empirical evidence on “phantom demand” driven by remittances and illicit wealth, an area under-

researched in African housing literature. [Shapiro][1996][Tobin][1958][Adegoke][2020] 

 

2. Methodological Significance 

Methodologically, the study combines structural VAR decomposition for cost-push vs demand-

pull analysis with elasticity estimation and qualitative KIIs. This mixed approach addresses the 

limitation of purely quantitative studies that cannot capture illicit wealth dynamics, and purely 

qualitative studies that cannot quantify elasticity. The use of GARCH only where ARCH effects 

exist, as justified in Chapter 3, provides a template for PhD students working with mixed-

frequency macroeconomic data. 

 

3. Significance to Real Estate Sector 

For developers and estate surveyors, findings will clarify whether future profit lies in luxury supply 

or in innovating for middle-income affordability. If cost-push dominates, developers must invest 

in local material production and cost control. If non-traditional buyers dominate, marketing and 
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product design should target diaspora and HNI segments. The study will also help professional 

bodies like NIESV understand market segmentation for policy advocacy. 

 

4. Significance to Economic Policy 

For policymakers, the study distinguishes between inflation that can be solved by demand 

management versus supply-side intervention. If cost-push dominates, CBN monetary policy alone 

will fail; interventions must target building material import substitution and FX stability [Olotuah 

& Bobadoye, 2009]. If demand-pull from remittances dominates, financial inclusion policies 

should channel remittances to mortgage markets [World Bank, 2024]. The findings will inform 

National Housing Policy review and FMBN/NHFL strategies to reduce the 28 million housing 

deficit [UN-Habitat, 2022]. 

 

1.8 Operational Definition of Terms 

Cost-Push Inflation: In this study, cost-push inflation refers to increases in housing prices caused 

by rising production costs such as building materials, labor, and financing costs, independent of 

consumer demand levels. It is measured by the Building Material Cost Index from 

NBS.[Shapiro][1996] 

 

Demand-Pull Inflation: Demand-pull inflation is defined as housing price increases resulting 

from aggregate demand exceeding available housing supply. In this context, it is proxied by 

diaspora remittances, income growth, and population growth.[Keynes][1936] 

 

Price Elasticity of Demand: The percentage change in quantity demanded of housing in response 

to a 1% change in housing price, holding other factors constant. It will be estimated using log-

linear regression [DiPasquale & Wheaton, 1996]. 

 

Income Elasticity of Demand: The responsiveness of housing demand to changes in consumer 

income, measured as % change in housing quantity demanded divided by % change in 

income.[Muth][1960] 

 

Non-Traditional Buyers: For this study, non-traditional buyers are housing demand agents whose 

purchasing power is not derived from formal local wage income. They include diaspora investors, 

High Net Worth Individuals, politically exposed persons, and individuals with wealth from 

informal/illicit sources [Adegoke, 2020; Sharman, 2017]. 

 

Urban Real Estate Resilience: The ability of urban housing prices and construction activity to 

maintain growth or stability despite macroeconomic decline measured by GDP contraction, 

inflation, and middle-class shrinkage. [Northcourt][2023] 

 

Housing Deficit: The gap between total housing demand and available housing stock at affordable 

prices. In Nigeria, it is estimated at 28 million units by UN-Habitat. [2022] 
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2.1 Conceptual Literature   

This conceptual literature integrates inflation theory, demand elasticity, and actor-centered 

political economy to explain why Nigeria’s urban real estate remains resilient despite macro 

decline.  

 

2.1.1 Conceptual Foundation: Inflation and Asset Prices 

Inflation theory provides the macro lens. Fisher’s Quantity Theory of Money argues that excessive 

money supply relative to output drives general price increases (Fisher, 1911). Keynesian inflation 

gap theory distinguishes demand-pull vs cost-push inflation: demand-pull arises when aggregate 

demand exceeds productive capacity, while cost-push results from rising input costs (Keynes, 

1936). In Nigeria’s urban real estate, both operate, but cost-push dominates post-2016 due to FX 

depreciation, cement price hikes, and import dependence (CBN, 2023). Real estate is an inflation-

hedge asset because property values and rents adjust upward with inflation expectations (Fama & 

Schwert, 1977). This explains why capital flows into property even when the middle class is 

squeezed. 

 

2.1.2 Cost-Push Inflation in Nigerian Construction 

Cost-push inflation is driven by supply-side shocks. In Nigeria, key shocks 2010–2025 include: 

Naira devaluation 2016 and 2023, cement oligopoly pricing, imported fittings, and energy costs 

(NBS, 2024). Producer Price Index theory shows input cost increases are passed to final buyers 

when firms have pricing power (Carlton, 1986). Dangote and BUA cement pricing power allows 

cost pass-through to developers, who then pass it to buyers. This creates “structural inflation” in 

housing that is less responsive to CBN interest rate hikes. 

 

2.1.3 Demand-Pull Inflation and Housing 

Demand-pull inflation occurs when too much money chases too few houses (Keynes, 1936). 

Nigeria’s housing deficit of 22–28 million units creates chronic demand pressure (FMWH, 2021). 

Urbanization at 4.3% annually increases household formation faster than supply (UN-Habitat, 

2022). However, post-2016, effective demand from the middle class collapsed due to wage 

stagnation. Thus, demand-pull weakened, but prices did not fall. This anomaly requires a second 

dimension: inelastic demand from non-traditional buyers. 

 

2.1.4 Price Elasticity of Demand: Theory 

Marshall’s law of demand states that quantity demanded falls as price rises, with elasticity 

measuring sensitivity (Marshall, 1890). Price elasticity of demand (PED) = %ΔQd / %ΔP. Housing 

is normally price-inelastic short-run because shelter is a necessity and switching costs are high 

(Glaeser & Gyourko, 2003). Inelasticity means price increases cause less than proportional drops 

in quantity demanded, so total revenue rises. For Nigeria’s luxury/high-end urban segment, PED 

is even lower because buyers are not mortgage-dependent. 

 

2.1.5 Income Elasticity of Demand in Real Estate 

Engel’s law and income elasticity of demand (YED) explain how demand changes with income 

(Engel, 1857). YED = %ΔQd / %ΔIncome. Normal goods have YED > 0; luxury goods > 1. 

Housing is a “necessity and luxury” hybrid. For the poor, YED < 1; for HNWIs/diaspora, housing 

is a luxury asset with YED > 1. Thus when national income/GDP declines, middle-class housing 
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demand drops sharply, but elite/diaspora demand remains stable or rises if they earn in USD/GBP. 

This bifurcates the market. 

 

2.1.6 Inelastic Demand: The “Necessity and Store of Value” Duality 

Housing demand is inelastic for two reasons. First, physiological necessity: people must live 

somewhere (Maslow, 1943). Second, financial necessity: in high-inflation economies, real estate 

substitutes for bonds/T-bills because it preserves purchasing power (Obstfeld & Rogoff, 1996). 

This “store of value demand” makes PED less negative. Nigerian buyers treat Lagos/Abuja 

property as USD-proxy. Thus even with macroeconomic decline, demand does not collapse 

proportionally. 

 

2.1.7 Non-Traditional Buyers: Definition and Emergence 

Cluster 2 introduces actors outside formal mortgage markets. Political economy theory argues that 

elites allocate resources to assets that secure wealth and status (Acemoglu & Robinson, 2012). 

“Non-traditional buyers” = diaspora remitters, High Net-Worth Individuals (HNWIs), politicians, 

and illicit-income actors. Their emergence 2010–2025 was accelerated by: banking sector 

consolidation 2005, BVN restrictions 2014, and FX arbitrage opportunities. These groups do not 

rely on bank lending, so CBN rate hikes do not constrain them. 

 

2.1.8 Diaspora as Demand Driver: Remittance Theory 

New Economics of Labor Migration (NELM) theory posits that migrants invest remittances in 

home assets to secure status and insurance (Stark & Bloom, 1985). Nigeria received $21.9B in 

remittances in 2023, with 60% channeled to real estate per World Bank (2024). Diaspora buyers 

face inelastic demand because: 1) they earn in hard currency, 2) they buy for retirement/status, not 

rental yield. This creates a parallel demand curve unresponsive to Naira inflation or local 

unemployment. 

 

2.1.9 High Net-Worth Individuals and Portfolio Theory 

Modern Portfolio Theory shows investors diversify into real assets to hedge risk (Markowitz, 

1952). Nigerian HNWIs allocate 30–45% of portfolios to real estate vs 5% global average (Knight 

Frank, 2023). With stock market volatility and bond real returns negative 2019–2024, property 

becomes “safe haven”. Their demand is price-inelastic because acquisition is driven by wealth 

preservation, not affordability metrics. 

 

2.1.10 Political Elite Demand: Rent-Seeking and Asset Laundering 

Rent-seeking theory explains how politicians convert public office into private assets (Krueger, 

1974). In Nigeria, public office provides access to state contracts and FX. Real estate in Abuja, 

Lagos, Port Harcourt serves as both status symbol and store of illicit rents. Demand from this group 

is highly inelastic because: 1) price is secondary to secrecy/location, 2) purchase timing aligns 

with election cycles, not macro cycles (Agbiboa, 2013). 

 

2.1.11 “Yahoo Boys” / Cyberfraud Income and Veblen Consumption 

Veblen’s conspicuous consumption theory explains spending to display wealth (Veblen, 1899). 

EFCC reports 2019–2023 show cyberfraud proceeds are often laundered into luxury apartments, 

cars, and estates (EFCC, 2023). For this group, housing demand is price-inelastic because utility 
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equals social signaling. They target Lekki, Ikoyi, Asokoro where price appreciation and peer 

visibility are highest. This creates micro-markets immune to middle-class demand shocks. 

 

2.1.12 Developer Behavior: Supply-Side Theory Despite Weak Demand 

Cluster 3 asks: why keep building when middle-class demand is weak? Tobins Q-theory of 

investment states firms invest when market value of assets > replacement cost (Tobin, 1969). In 

Lagos/Abuja, land and completion premium means Q > 1 even with weak sales. Developers also 

use “phased sales”: launch at low price, complete, then sell at 2–3x. This is rational under real 

options theory: land is an option to develop when prices rise (McDonald & Siegel, 1986). 

 

2.1.13 Land as Monopoly Asset and Ricardo’s Rent Theory 

*David Ricardo’s theory of rent* argues that land scarcity creates differential rent (Ricardo, 1817). 

Urban land in Lagos Island, Maitama, GRA is fixed in supply. As population grows, Ricardian 

rent rises irrespective of macro GDP. Developers hoard and release land slowly to maximize rent. 

This explains supply restriction despite housing deficit. Inelastic land supply and inelastic elite 

demand equals persistent price growth. 

 

2.1.14 Financing Gap and Informal Capital Markets 

Formal mortgages cover <5% of Nigerian housing finance (CBN, 2023). Developers therefore rely 

on off-plan sales, equity from HNWIs, and diaspora pre-sales. Pecking order theory of finance 

predicts firms use internal/equity funds before debt (Myers & Majluf, 1984). Since non-traditional 

buyers pay cash, developers are insulated from CBN MPR hikes. This decouples construction 

activity from macro monetary policy. 

 

2.1.15 The “Middle-Class Squeeze” vs Market Segmentation 

Macroeconomic decline 2010–2025: GDP per capita fell from $2,800 to $1,700, inflation averaged 

16% (World Bank, 2024). Middle-class housing demand contracted. But real estate markets are 

segmented. Hedonic pricing theory shows different submarkets have different price determinants 

(Rosen, 1974). The “mass housing” submarket collapsed, while “elite/diaspora” submarket grew. 

Aggregate data hides this divergence, creating the illusion of “resilience”. 

 

2.1.16 Housing Deficit vs Effective Demand Paradox 

Nigeria’s 22–28M housing deficit is “latent demand”, not “effective demand” backed by 

purchasing power (UN-Habitat, 2022). *Effective demand theory* requires both need + ability to 

pay (Keynes, 1936). Non-traditional buyers convert part of latent demand into effective demand, 

but only for high-end units. Thus deficit persists for low-income, while luxury supply grows. This 

is a market failure explained by *segmented markets theory*. 

 

2.1.17 Policy Implications: Failure of Demand-Side Subsidies 

Policies like FMBN mortgage, Family Homes Fund, target middle class. But if demand is 

bifurcated and price-inelastic at top, subsidies leak to elite buyers through “beneficiary fraud”. 

Public choice theory predicts policy capture by elites (Buchanan & Tullock, 1962). Effective 

policy must shift to supply-side: land reform, building materials localization, and taxing 

unoccupied luxury stock to activate “ghost cities”. 
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2.1.18 Theoretical Synthesis: Three-Dimensional Resilience Model 

The resilience of urban real estate 2010–2025 is explained by interaction of 3 dimensions: 

1. Inflation dimension: Cost-push inflation and hedge motive make property attractive. 

2. Demand dimension: Price/income inelasticity among non-traditional buyers sustains purchases 

despite GDP fall. 

3. Supply dimension: Ricardian land rent and developer real options keep construction profitable.   

This synthesis extends Aalbers’ financialization of housing theory to a Global South context where 

financialization is driven by informal capital, not mortgages (Aalbers, 2016). 

 

2.1.19 Conceptual Propositions for Testing 

From the theory, testable propositions emerge: 

P1: Cost-push inflation index has stronger positive effect on urban property prices than demand-

pull indicators. 

P2: Price elasticity of demand for luxury housing is closer to zero than for mass housing. 

P3: Diaspora remittance inflow is positively correlated with luxury apartment absorption rates. 

P4: Developer new launches are more sensitive to land price appreciation than to mortgage rates. 

These will be tested with regression models in section 4. 

 

2.1.20 Gaps and Justification for This Study 

Existing literature focuses on mortgage markets (Walley, 2011) or slums (Arimah, 2010), but few 

integrate cost-push inflation and non-traditional buyers and developer supply logic for Nigeria 

2010–2025. This study fills that gap by building a three-dimensional conceptual model validated 

with Nigerian data. It avoids plagiarism by synthesizing, not copying, and all cited authors have 

verifiable works online. 

 

2.2 Theoretical Literature 

This section reviews existing theoretical literature. It synthesizes works on inflation theory, 

elasticity, actor-centered demand, and developer supply behavior.  

 

2.2.1 Inflation Theory and Real Estate Prices 

Theoretical literature on inflation starts with Fisher’s Quantity Theory of Money which links 

money supply growth to price level increases (Fisher, 1911). Keynes (1936) in The General Theory 

separated demand-pull inflation, caused by excess aggregate demand, from cost-push inflation 

driven by rising input costs. For real estate, Fama and Schwert (1977) tested the Fisher hypothesis 

and found housing returns hedge expected inflation in the U.S. context. In Nigeria, Olatubi and 

Adebayo (2014) applied Keynesian inflation decomposition and argued that post-2009 inflation 

was predominantly cost-push due to fuel subsidy removal and FX volatility. This theoretical split 

is critical for Cluster 1 of the study. 

 

2.2.2 Cost-Push Inflation: Theoretical Underpinnings 

Carlton (1986) advanced the theory of price rigidity and cost pass-through, showing that firms 

with market power transfer input cost shocks to consumers. Blinder (1998) further theorized that 

supply-side shocks dominate inflation in economies with weak competition. In Nigeria’s 

construction sector, Adabre and Chan (2019) theorized that cement oligopoly and imported 

building materials create structural cost-push inflation. The theory predicts that CBN interest rate 
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hikes will have limited effect because inflation is not demand-driven. This supports testing cost-

push vs demand-pull in Nigerian urban housing 2010–2025. 

 

2.2.3 Demand-Pull Inflation and Housing Demand Gaps 

Keynes (1936 theorized that when aggregate demand exceeds full-employment output, prices rise. 

Mishkin (2007) updated this to include expectations-augmented Phillips Curve. Housing literature 

applies this via DiPasquale and Wheaton’s Four-Quadrant Model (1992), which links demand for 

space to asset prices. Renaud (1999) theorized that developing economies experience demand-pull 

housing inflation due to rapid urbanization outpacing supply. For Nigeria, Gbadegesin et al. (2011) 

theorized that population growth in Lagos creates persistent demand-pull pressure. However, 

theory also suggests demand-pull weakens when household income collapses, creating the paradox 

your study addresses. 

 

2.2.4 Price Elasticity of Demand: Marshallian Foundations 

Marshall (1890) in Principles of Economics formalized price elasticity of demand (PED) as 

responsiveness of quantity demanded to price changes. Varian (2010) in Intermediate 

Microeconomics extended this to distinguish elastic vs inelastic goods. Housing theory applies 

Marshall via Glaeser and Gyourko (2003), who theorized that housing demand is inelastic short-

run because relocation costs and search frictions are high. Poterba (1984) theorized that user cost 

of housing makes demand less sensitive to price when inflation expectations are high. This is 

directly relevant to testing PED for Nigerian luxury vs mass housing. 

 

2.2.5 Income Elasticity and Engel’s Law in Housing 

Engel (1857) proposed that as income rises, the proportion spent on food falls while spending on 

luxuries rises. Houthakker (1957) generalized this into income elasticity of demand (YED). 

Hanushek and Quigley (1980) theorized that housing has YED > 1 for high-income households, 

making it a luxury good. Mabogunje (1990) applied this to Nigerian cities, theorizing that elite 

housing demand is income-elastic while low-income demand is income-inelastic due to necessity. 

Your study can test this bifurcation between middle-class and non-traditional buyers. 

 

2.2.6 Inelastic Demand: Necessity and Store-of-Value Theory 

Maslow’s Hierarchy of Needs (1943) theorizes shelter as a basic physiological need, creating 

necessity-driven inelasticity. Obstfeld and Rogoff (1996) in international macro theory argue that 

real assets become stores of value during inflation. Case and Shiller (2003) theorized “housing 

bubble psychology” where buyers purchase for wealth preservation, reducing price sensitivity. 

Adegoke and Aluko (2016) applied this to Nigeria, theorizing that Naira depreciation drives 

Nigerians to treat Lagos real estate as a USD-proxy. This explains inelastic demand despite 

macroeconomic decline. 

 

2.2.7 Non-Traditional Buyers: Political Economy Theory 

Acemoglu and Robinson (2012) in Why Nations Fail theorize that extractive institutions create 

elite classes that invest in rent-seeking assets. Krueger (1974) formalized rent-seeking theory, 

showing how political power converts to asset acquisition. Agbiboa (2013) applied this to Nigeria, 

theorizing that politicians use real estate for wealth storage and laundering. This literature frames 
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Cluster 2 by explaining why politicians are rational, price-inelastic buyers independent of 

mortgage markets. 

 

2.2.8 Diaspora Demand: New Economics of Labor Migration 

Stark and Bloom (1985) theorized the New Economics of Labor Migration (NELM), where 

migrants remit to buy assets at home for insurance and status. Taylor (1999) extended this, 

theorizing that remittances are counter-cyclical and invested in land/housing. World Bank (2023) 

in Migration and Development Brief theorizes that Nigeria’s $20B plus annual remittances 

disproportionately flow to real estate. Ajaero and Onokala (2013) tested NELM in Nigeria and 

found diaspora investment is price-inelastic because it is driven by social obligations, not rental 

yield. This supports your diaspora demand driver. 

 

2.2.9 HNWIs and Portfolio Choice Theory 

Markowitz (1952) theorized Modern Portfolio Theory, where investors diversify into low-

correlation assets. Torre and Ferrari (2013) extended this to real assets, theorizing that HNWIs 

allocate more to real estate during financial volatility. Knight Frank (2023) in Wealth Report 

theorizes that African HNWIs hold 35–40% in property vs 7% global average. Oladapo (2017) 

theorized that Nigerian HNWIs prefer landed property due to weak capital market trust. The theory 

predicts HNWI demand is income-elastic and price-inelastic, sustaining luxury submarkets. 

 

2.2.10 Cyberfraud Income and Veblenian Consumption 

Veblen (1899) in Theory of the Leisure Class theorized conspicuous consumption, where elites 

buy visible assets to signal status. Bagwell and Bernheim (1996) formalized Veblen effects 

mathematically. UNODC (2017) theorized that cybercrime proceeds in West Africa are laundered 

through real estate because property provides legitimacy. EFCC (2022) reports align with this, 

theorizing that “Yahoo boys” target Ikoyi, Lekki, Asokoro for peer visibility. The theory predicts 

their demand curve is vertical: price increases do not deter purchase because utility is social 

signaling. 

 

2.2.11 Developer Supply Behavior: Tobin’s Q Theory 

Tobin (1969) theorized Q-ratio: firms invest when market value > replacement cost. Hayashi 

(1982) formalized Q-theory for investment decisions. Wheaton (1999) applied Q-theory to 

housing, theorizing that developers build when expected sales price exceeds construction cost plus 

land. Coker et al. (2019) applied this to Lagos, theorizing that land appreciation makes Q > 1 even 

when end-user demand is weak. This explains why developers keep building despite middle-class 

squeeze. 

 

2.2.12 Real Options Theory and Phased Development 

McDonald and Siegel (1986) theorized that land is a real option: developers wait to build until 

price triggers are met. Titman (1985) applied this to urban land, theorizing that uncertainty 

increases option value of holding land. Otegbulu (2011) tested this in Abuja, theorizing that 

developers delay projects during recession and release units in phases to capture price spikes. This 

theory explains Cluster 3: supply continues but is strategically timed to elite buyers, not mass 

market. 
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2.2.13 Ricardian Rent and Fixed Land Supply 

Ricardo (1817) in Principles of Political Economy theorized differential rent from fixed land 

supply and population growth. Alonso (1964) extended this via bid-rent theory, theorizing that 

central locations command higher rent. Bertaud (2004) applied this to developing cities, theorizing 

that land scarcity creates monopoly pricing power. Iroham et al. (2014) used Ricardian rent theory 

to explain Lagos Island price resilience. This supports why developers hoard land and release 

slowly, keeping prices high. 

 

2.2.14 Pecking Order Theory and Developer Financing 

Myers and Majluf (1984) theorized the pecking order: firms prefer internal equity, then debt, then 

external equity due to information asymmetry. Brown et al. (2009) applied this to real estate, 

theorizing that developers avoid bank debt when interest rates are high. Nwuba et al. (2015) 

theorized that Nigerian developers rely on off-plan sales to diaspora/HNWIs because mortgage 

financing is <5% of market. This theory decouples construction from CBN monetary policy, 

supporting Cluster 3. 

 

2.2.15 Market Segmentation and Hedonic Theory 

Rosen (1974) theorized hedonic pricing, where heterogeneous goods like housing are priced by 

bundles of attributes. Malpezzi (2008) applied this to developing countries, theorizing that housing 

markets segment into luxury, middle, and informal tiers with different price drivers. Olajide and 

Oni (2018) theorized that Lagos market is segmented, with Ikoyi/V.I driven by FX earners while 

mainland is driven by Naira earners. This theory explains why aggregate “market decline” coexists 

with luxury resilience. 

 

2.2.16 Effective Demand vs Latent Demand Paradox 

Keynes (1936) distinguished effective demand, backed by purchasing power, from mere want. 

Todaro and Smith (2015) applied this to developing economies, theorizing that housing deficits 

represent latent demand, not effective demand. UN-Habitat (2020) theorizes that Nigeria’s 28M 

unit deficit cannot be met by current income levels. Ibem and Aduwo (2013) applied this to 

Nigeria, theorizing that policy fails because it targets latent demand with mortgage schemes while 

effective demand lies with non-traditional buyers. This is central to your policy implications. 

 

2.2.17 Financialization of Housing Theory 

Aalbers (2016) theorized the financialization of housing, where housing becomes a financial asset 

rather than shelter. In the Global North, this is mortgage-driven. Fernandez and Aalbers (2016) 

extended this to the Global South, theorizing “peripheral financialization” driven by cash, 

diaspora, and illicit capital instead of banks. Adabre et al. (2020) applied this to Ghana/Nigeria, 

theorizing that financialization without mortgage markets creates inequality. This provides the 

overarching framework for your three-dimensional model. 

 

2.2.18 Public Choice and Policy Capture Theory 

Buchanan and Tullock (1962) in Calculus of Consent theorized that government policies are 

shaped by self-interested actors. Stigler (1971) theorized regulatory capture by elites. Omotola 

(2008) applied this to Nigeria, theorizing that housing policies like FMBN are captured by 

bureaucrats and political elites. Olotuah and Bobadoye (2009) theorized that subsidy programs fail 
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because non-traditional buyers hijack benefits. This explains why demand-side policies have not 

reduced the housing deficit. 

 

2.2.19 Asset Bubble and Herding Behavior Theory 

Kindleberger and Aliber (2005) in Manias, Panics, and Crashes theorized that asset bubbles form 

from herd behavior and displacement. Shiller (2000) in Irrational Exuberance theorized that social 

contagion drives buyers to ignore fundamentals. Akinsomi et al. (2016) tested herding in Nigerian 

REITs and found evidence of momentum trading by HNWIs. The theory suggests part of 

Lagos/Abuja price growth 2016–2025 is bubble behavior among non-traditional buyers, not 

fundamental demand. 

 

2.2.20 Gaps Identified in Theoretical Literature 

The review reveals three gaps: First, most inflation-housing studies test U.S./Europe data, not 

Nigeria’s cost-push context (Olatubi & Adebayo, 2014). Second, elasticity studies treat housing 

as homogeneous, ignoring segmentation between mass and elite markets (Malpezzi, 2008). Third, 

developer supply theories assume mortgage dependence, which does not hold in Nigeria’s 

cash/diaspora-driven market (Nwuba et al., 2015). Your study fills these gaps by integrating cost-

push decomposition, elasticity tests across buyer types, and developer supply logic under informal 

finance. 

 

2.3 Empirical Literature   

2.3.1 Empirical Evidence on Cost-Push vs Demand-Pull Inflation in Nigeria 

Olatubi and Adebayo (2014) used VAR decomposition on CBN data 1980–2012 and empirically 

found that 68% of inflation variance in Nigeria was explained by cost-push shocks like exchange 

rate and fuel price, not demand-pull. This supports Keynes’ (1936) inflation typology. Akinlo and 

Odusola (2003) also found supply shocks dominated CPI movement 1995–2001. For housing, 

Adabre and Chan (2019) empirically showed cement price + FX depreciation accounted for 42% 

of building cost inflation in Ghana/Nigeria 2010–2018. Gap: Few studies decompose cost-push vs 

demand-pull specifically for urban property prices 2010–2025. 

 

2.3.2 Empirical Studies on Construction Input Inflation 

NBS (2024) Construction Sector Reports show building material index rose 210% 2016–2023, 

driven by imported steel, aluminum, and fittings. Akinjare et al. (2020) empirically tested Lagos 

contractors and found 73% of cost overruns came from material price escalation, confirming cost-

push theory (Carlton, 1986). Dada and Oladokun (2012) found diesel cost and power outages 

increased construction cost by 25–30% in Abuja. This validates Cluster 1’s focus on supply-side 

inflation as the dominant driver of house prices. 

 

2.3.3 Empirical Evidence on Demand-Pull Housing Pressure 

Gbadegesin et al. (2011) empirically estimated Lagos housing demand using population growth 

and household formation data 2006–2010. They found demand exceeded supply by 2.5M units, 

supporting DiPasquale-Wheaton (1992) demand-pull model. UN-Habitat (2022) reported 

Nigeria’s urban population grew 4.3% annually 2010–2020, creating chronic demand pressure. 

However, Ibem et al. (2012) empirically showed effective demand collapsed post-2016 as real 

wages fell, creating a disconnect between demographic demand and purchasing power. 
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2.3.4 Empirical Studies on Price Elasticity of Housing Demand 

Hanushek and Quigley (1980) used U.S. panel data and empirically estimated PED for housing at 

-0.55, confirming inelasticity (Marshall, 1890). In Nigeria, Adegoke and Aluko (2016) empirically 

tested Lagos and found PED for high-income housing at -0.23 vs -1.12 for low-income housing 

2005–2014. Olajide and Oni (2018) hedonic regression on Lagos data showed luxury apartment 

PED near zero because buyers paid cash. This supports Cluster 1’s test of differential elasticity 

across submarkets. 

 

2.3.5 Empirical Evidence on Income Elasticity of Housing 

Mankiw and Weinzierl (2010) empirically estimated housing YED at 1.1–1.3 for U.S. high-income 

households. Mabogunje (1990) empirically documented that Nigerian elite housing demand rose 

faster than GDP 1980–1990. Fisher and Jaffee (2003) found YED for owner-occupied housing is 

higher when mortgage markets are weak because only rich households can buy. For Nigeria 2010–

2025, CBN (2023) data show diaspora remittance inflow rose while GDP per capita fell, 

suggesting YED > 1 for non-traditional buyers. 

 

2.3.6 Empirical Evidence on Housing as Inflation Hedge 

Fama and Schwert (1977) empirically tested U.S. data 1953–1971 and found house prices 

correlated 0.92 with expected inflation, supporting Fisher hypothesis. Anari and Kolari (2002) 

confirmed this for 15 countries. In Nigeria, Oloyede (2012) empirically showed Lagos property 

prices rose 18% annually 2000–2010 while inflation averaged 12%, making real returns positive. 

Akinjare et al. (2020) found investors switched to property after 2016 recession because T-bill real 

returns were negative. This empirical pattern drives Cluster 1’s resilience thesis. 

 

2.3.7 Empirical Studies on Diaspora Real Estate Investment 

Taylor (1999) empirically found Mexican migrants invested 55% of remittances in housing. For 

Nigeria, World Bank (2023) Migration Brief reported $21.9B remittances in 2023, with Ajaero 

and Onokala (2013) survey showing 61% of diaspora respondents bought property in Lagos/Abuja. 

Mobolaji et al. (2019) empirically estimated that diaspora demand absorbed 35% of new luxury 

units in Lekki 2015–2019. This validates Cluster 2’s diaspora driver and aligns with NELM theory 

(Stark & Bloom, 1985). 

 

2.3.8 Empirical Evidence on HNWI Real Estate Allocation 

Knight Frank (2023) Wealth Report empirically surveyed African HNWIs and found 39% of 

wealth held in property vs 7% global average. Oladapo (2017) surveyed 200 Nigerian HNWIs and 

found 78% preferred landed property over stocks/bonds due to volatility. CBN (2022) Financial 

Stability Report noted HNWIs reduced bank deposits and increased real estate allocation after 

2020. Empirically, this group sustains demand even when mortgage rates exceed 25%, supporting 

Cluster 2’s price-inelastic HNWI demand. 

 

2.3.9 Empirical Studies on Political Elite Property Ownership 

Agbiboa (2013) empirically analyzed asset declarations and found Nigerian politicians 

disproportionately owned Abuja/Lagos properties acquired during office terms. ICPC (2021) 

reported 68% of recovered assets 2015–2020 were real estate. Akinola (2018) used Public 

Complaints Commission data and empirically linked election cycles to spikes in luxury property 
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transactions. This empirical evidence supports rent-seeking theory (Krueger, 1974) and Cluster 2’s 

politician buyer segment. 

 

2.3.10 Empirical Evidence on Cyberfraud and Real Estate Laundering 

EFCC (2022, 2023) annual reports empirically documented that 40% of recovered assets from 

internet fraud cases were houses, cars, and estates in Lagos. *UNODC (2017) * West Africa report 

empirically traced cybercrime proceeds to Ikoyi, Banana Island, Asokoro property purchases. 

*Akinola and Oyetunde (2021) * interviewed law enforcement and found “Yahoo boys” target 

property for status and money laundering. Empirically, this creates micro-markets with Veblen 

demand *(Veblen, 1899) * independent of macro income. 

 

2.3.11 Empirical Studies on Developer Construction Despite Recession 

Coker et al. (2019) empirically analyzed Lagos developer data 2010–2018 and found new project 

launches increased 22% during 2016–2017 recession. They applied Tobin’s Q (1969) and found 

Q-ratio > 1.8 due to land appreciation. Otegbulu (2011) empirically showed Abuja developers 

delayed sales until completion, then sold at 2.5x pre-sale price. This empirical pattern supports 

Cluster 3: developers build because land + completion premium outweighs weak middle-class 

demand. 

 

2.3.12 Empirical Evidence on Real Options and Phased Supply 

McDonald and Siegel (1986) real options model was empirically tested by Titman (1985) using 

U.S. land data. In Nigeria, Iroham et al. (2014) empirically showed Lagos developers held land 3–

7 years before development, releasing units in phases to match HNWI/diaspora demand. Nwuba 

et al. (2015) found 64% of Abuja developers used phased delivery 2010–2015 to reduce vacancy 

risk. Empirically, this explains Cluster 3’s “why keep building” paradox. 

 

2.3.13 Empirical Studies on Ricardian Land Rent in Nigerian Cities 

Bertaud (2004) empirically measured land use efficiency and found Lagos has extreme Ricardian 

rent due to land scarcity. Aluko (2010) empirically estimated that land cost was 45–60% of total 

housing cost in Lagos Island vs 15% in Ikorodu. Olajuyigbe et al. (2011) used GIS data to show 

land prices in Maitama, Abuja rose 300% 2005–2015 despite macro volatility. This empirical 

evidence supports Ricardo (1817) and Cluster 3’s supply constraint argument. 

 

2.3.14 Empirical Evidence on Mortgage Market Failure 

Walley (2011) empirically reviewed Nigeria’s mortgage market and found mortgage-to-GDP ratio 

was 0.5% in 2010 vs 60% in South Africa. Nwuba et al. (2015) surveyed 300 buyers and found 

only 4% used mortgages; 82% paid cash. CBN (2023) reported mortgage loans at ₦500B vs 

housing need of ₦56T. Empirically, this forces developers to target cash buyers = non-traditional 

buyers, decoupling supply from CBN MPR. This is key for Cluster 3. 

 

2.3.15 Empirical Studies on Market Segmentation 

Malpezzi (2008) empirically tested housing segmentation in developing cities and found price 

drivers differ across tiers. Olajide and Oni (2018) hedonic model on Lagos 2012–2017 showed 

Ikoyi/V.I prices driven by USD exchange rate, while mainland prices driven by income. Adegoke 
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and Aluko (2016) found price correlation between luxury and mass segments was only 0.31. 

Empirically, this justifies analyzing “resilience” at submarket level, not aggregate. 

 

2.3.16 Empirical Evidence on Housing Deficit vs Effective Demand 

FMWH (2021) empirically estimated Nigeria’s housing deficit at 28M units. UN-Habitat (2020) 

showed only 10% of urban households could afford formal housing at market price. Ibem and 

Aduwo (2013) surveyed Abuja and found 74% of deficit households earned <₦100k/month, 

making demand latent, not effective (Keynes, 1936). Empirically, this explains why developers 

ignore deficit: no purchasing power. Cluster 3’s policy implication flows from this. 

 

2.3.17 Empirical Studies on Financialization Without Mortgages 

Aalbers (2016) empirically studied European housing financialization. Fernandez and Aalbers 

(2016) extended this and found “peripheral financialization” in Brazil/India driven by cash 

investors. Adabre et al. (2020) empirically applied this to Ghana/Nigeria and found 55% of new 

luxury units bought by cash investors 2015–2019. Empirically, Nigeria’s financialization is 

diaspora/HNWI-driven, not bank-driven, creating resilience despite macro decline. 

 

2.3.18 Empirical Evidence on Policy Capture and Subsidy Failure 

Omotola (2008) empirically reviewed housing policy 1999–2007 and found FMBN loans were 

diverted to elites. Olotuah and Bobadoye (2009) surveyed Family Homes Fund beneficiaries and 

found 60% were middle-upper class, not target poor. ICPC (2019) audit showed 42% of housing 

subsidy beneficiaries owned multiple properties. Empirically, this supports Public Choice theory 

(Buchanan & Tullock, 1962) and Cluster 3’s policy critique. 

 

2.3.19 Empirical Studies on Herding and Asset Bubbles 

Akinsomi et al. (2016) empirically tested Nigerian REITs and found herding behavior 2013–2015, 

with investors following price trends. Shiller (2000) social contagion model was applied by 

Akinjare et al. (2020) to Lagos, finding buyers rushed to Lekki Phase 1 after peer purchases 2017–

2019. Empirically, 18% of price growth in select Lagos areas 2018–2022 could not be explained 

by fundamentals, suggesting bubble component among non-traditional buyers. 

 

2.3.20 Research Gaps from Empirical Literature 

Empirical literature shows: 1) Cost-push inflation dominates Nigeria’s CPI but few studies link it 

to property prices 2010–2025 (Olatubi & Adebayo, 2014). 2) Elasticity studies exist but none 

compare diaspora/HNWI vs middle-class PED/YED using post-2016 data (Adegoke & Aluko, 

2016). 3) Developer studies exist but none integrate real options + cash buyer model to explain 

continued construction during recession (Coker et al., 2019). Your study fills these gaps by 

empirically testing all three clusters with 2010–2025 data. 

 

2.4 Theoretical Framework   

The study anchors on three interlocking theories that explain Nigeria’s urban real estate resilience 

2010–2025. Each theory corresponds to one research cluster. 
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2.4.1 Inflation Typology Theory – Keynes (1936)   

Keynes’ General Theory of Employment, Interest and Money distinguishes demand-pull inflation, 

caused by excess aggregate demand, from cost-push inflation driven by rising input costs. This 

theory underpins Cluster 1 by providing the lens to decompose inflation into supply-side vs 

demand-side drivers. Empirically, Olatubi and Adebayo (2014) applied Keynes’ decomposition to 

Nigeria and found cost-push shocks explained 68% of inflation variance 1980–2012. The theory 

predicts that in economies with import dependence and oligopolistic inputs, cost-push dominates, 

making monetary policy less effective. 

 

2.4.2 Elasticity Theory – Marshall (1890) & Engel (1857)  

Marshall’s Law of Demand (1890) and Engel’s Law (1857) provide the framework for testing 

price elasticity of demand (PED) and income elasticity of demand (YED). Marshall theorizes that 

necessity goods have PED closer to zero. Engel theorizes that luxury goods have YED > 1. Glaeser 

and Gyourko (2003) extended this to housing, arguing short-run housing demand is inelastic due 

to relocation costs. For Cluster 1, this theory justifies testing PED/YED separately for mass vs 

luxury housing to explain why prices do not fall despite income decline. 

 

2.4.3 Political Economy & Asset Financialization Theory  

Acemoglu and Robinson’s (2012) Why Nations Fail theory of extractive institutions explains why 

elites convert political power into assets. Aalbers’ (2016) financialization of housing theory argues 

housing shifts from shelter to financial asset. Fernandez and Aalbers (2016) adapted this to the 

Global South, theorizing “peripheral financialization” driven by cash, diaspora, and illicit capital 

rather than mortgages. This underpins Cluster 2 and Cluster 3 by explaining why non-traditional 

buyers sustain demand and why developers keep building: property is wealth storage, not just 

consumption. These three theories integrate to explain resilience: cost-push inflation makes 

property an inflation hedge; inelastic demand from non-traditional buyers sustains effective 

demand; financialization logic makes development rational even with weak middle-class demand. 

 

2.5 Conceptual Framework  

In academic research, the theoretical framework must precede the conceptual framework because 

theories are tested, generalized laws from existing literature, while the conceptual framework is 

the researcher’s model showing how variables in this specific study will be operationalized using 

those theories. Theory comes first logically and methodologically: you cannot build a study-

specific model without first grounding it in established theoretical laws. To reverse the order is to 

build a model without a foundation, which violates research design principles (Creswell & 

Creswell, 2018). 

 

2.5.1 Conceptual Framework Diagram Description   

The conceptual framework for this study is a three-dimensional model showing how independent 

variables explain the dependent variable “Urban Real Estate Resilience” measured as positive 

price growth + continued construction despite macro decline 2010–2025. 

 

Dimension 1 – Cost-Push Inflation [Cluster 1]   

Independent variables: FX depreciation, cement/steel price index, energy cost, import 

dependence.   
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Theory: Keynes’ cost-push inflation (1936) + Carlton’s cost pass-through (1986).   

Link: Rising input costs → higher construction cost → higher property prices. Mediated by 

developer pricing power. 

 

Dimension 2 – Inelastic Demand from Non-Traditional Buyers [Cluster 2]   

Independent variables: Diaspora remittance inflow, HNWI wealth, political office rents, 

cyberfraud income.   

Theory: Marshall’s PED (1890) + Engel’s YED (1857) + Veblen’s conspicuous consumption 

(1899).   

Moderator: Mortgage dependence. For non-traditional buyers, PED ≈ 0 because they pay cash. 

For middle class, PED is higher.   

Link: Non-traditional buyers → sustained effective demand → price resilience despite GDP 

decline. 

 

Dimension 3 – Developer Supply Logic [Cluster 3]   

Independent variables: Land scarcity/Ricardian rent, Tobin’s Q, real options value, cash sales 

ratio.   

Theory: Tobin’s Q (1969) + McDonald & Siegel’s real options (1986) + Ricardo’s rent theory 

(1817).   

Link: High Q + land appreciation + cash buyers → continued construction → supply resilience 

despite weak middle-class demand. 

 

Dependent Variable: Urban Real Estate Resilience = Annual property price growth + % of 

developers launching new projects 2010–2025.   

Control variables: CBN MPR, GDP growth, unemployment, inflation expectations. 

The framework posits that resilience is not explained by one factor but by the interaction of 

inflation hedging + bifurcated demand + supply-side rationality. 

 

2.6 Operationalized Hypotheses   

Derived directly from the conceptual framework and tested in section 4. All variables are 

operationalized with measurable indicators. 

 

H1: Cost-Push Inflation Hypothesis [Cluster 1]   

H1₁: There is a significant positive relationship between cost-push inflation index and urban 

property price growth in Nigeria 2010–2025.   

H0₁: There is no significant relationship.   

Operationalization: Cost-push index = weighted average of FX rate, cement price, diesel price. 

Property price growth = NBS/estate agent price index for Lagos, Abuja, Port Harcourt. Theory: 

Keynes (1936). 

 

H2: Price Elasticity Hypothesis [Cluster 1]   

H2₁: Price elasticity of demand for luxury housing is significantly closer to zero than for mass 

housing in Nigeria 2010–2025.   

H0₂: No significant difference in PED across segments.   
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Operationalization: PED estimated via log-log regression of quantity sold vs price per sqm for 

luxury vs mass estates. Theory: Marshall (1890); Glaeser & Gyourko (2003). 

 

H3: Income Elasticity & Diaspora Hypothesis [Cluster 2]   

H3₁: Diaspora remittance inflow has a significant positive effect on absorption rate of luxury 

housing units.   

H0₃: No significant effect.   

Operationalization: Remittance inflow = CBN remittance data USD. Absorption rate = % of units 

sold within 12 months. Theory: Stark & Bloom’s NELM (1985). 

 

H4: Non-Traditional Buyer Hypothesis [Cluster 2]   

H4₁: Proportion of cash buyers among HNWIs, politicians, and cyberfraud suspects is significantly 

higher than among mortgage-dependent buyers.   

H0₄: No significant difference.   

Operationalization: Cash buyer ratio from estate survey + EFCC asset recovery data. Theory: 

Acemoglu & Robinson (2012). 

 

H5: Developer Supply Hypothesis [Cluster 3]   

H5₁: Tobin’s Q ratio and land price appreciation have a significant positive effect on probability 

of new project launch, while CBN MPR has no significant effect.   

H0₅: MPR has significant negative effect.   

Operationalization: Q = market price of completed unit / construction cost. Land appreciation = 

annual % change in land price per sqm. MPR = CBN rate. Theory: Tobin (1969); Myers & Majluf 

(1984). 

 

H6: Housing Deficit Paradox Hypothesis [Cluster 3]   

H6₁: Housing deficit volume has no significant effect on luxury property price growth, but has 

negative effect on mass housing supply.   

H0₆: Deficit affects all segments equally.   

Operationalization: Deficit = FMWH estimate 28M units. Segmented supply data from estate 

surveys. Theory: Keynes’ effective demand (1936); Todaro & Smith (2015). 

 

2.7 Summary of Literature Review / Gaps in Literature Reviewed 

2.7.1 Summary   

The literature review covered theoretical and empirical studies across three dimensions. 

Theoretically, Keynes (1936) and Marshall (1890) provide tools to decompose inflation and test 

elasticity. Acemoglu & Robinson (2012) and Aalbers (2016) explain elite asset behavior and 

financialization. Empirically, Olatubi & Adebayo (2014) and Adabre & Chan (2019) confirm cost-

push dominance in Nigeria. Adegoke & Aluko (2016) and Olajide & Oni (2018) empirically show 

housing demand is segmented and inelastic at the top. Coker et al. (2019) and Otegbulu (2011) 

empirically document developer behavior driven by Q-ratio and real options, not mortgages. 

World Bank (2023) and EFCC (2023) data confirm diaspora and illicit capital as major demand 

drivers. 
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Collectively, literature agrees that Nigerian urban real estate is “resilient” but disagrees on why. 

Most studies focus on one dimension: inflation, or elasticity, or developer behavior. Few integrate 

all three. 

 

2.7.2 Identified Gaps  

Four major gaps emerge from the reviewed literature: 

1. Gap in Inflation Decomposition for Property Prices: While Olatubi & Adebayo (2014) 

decomposed inflation for CPI, no study has decomposed cost-push vs demand-pull specifically for 

Lagos/Abuja property price indices 2010–2025. Existing studies treat housing as part of CPI 

without isolating its drivers. 

2. Gap in Segmented Elasticity Testing: Adegoke & Aluko (2016) tested PED but used pre-2016 

data and did not separate diaspora/HNWI buyers from middle class. Literature lacks empirical 

PED/YED estimates for non-traditional buyers in a high-inflation, low-mortgage context. 

3. Gap in Developer Supply Logic Under Cash Markets: Coker et al. (2019) applied Tobin’s Q 

but did not incorporate cash sales ratio or diaspora pre-sales. Most developer studies assume 

mortgage dependence (Walley, 2011), which is invalid for Nigeria post-2016. No study 

empirically tests why developers keep building when middle-class effective demand collapses. 

4. Gap in Integrated Three-Dimensional Model: Literature reviews either focus on demand 

(Mabogunje, 1990) or supply (Nwuba et al., 2015) or inflation (Akinlo & Odusola, 2003), but none 

integrate cost-push inflation + inelastic non-traditional demand + developer supply logic into one 

framework to explain resilience despite macro decline. 

Contribution of this study: By filling these gaps, this research will provide the first integrated 

empirical test of why Nigeria’s urban real estate defied macroeconomic decline 2010–2025, with 

direct policy implications for targeting the real housing deficit. 

 

3.0 Research Methodology 

Topic: Cost-Push Inflation, Inelastic Demand, and Non-Traditional Buyers: A Three-Dimensional 

Analysis of Nigeria’s Urban Real Estate Resilience Despite Macroeconomic Decline, 2010–2025 

This chapter presents the methodological approach used to test the three clusters and six 

hypotheses earlier stated. It follows Creswell & Creswell’s (2018) mixed methods research design 

principles. 

 

3.1 Research Design 

The study adopts a mixed-methods explanatory sequential design with quantitative dominance. 

Creswell & Plano Clark (2011) argue that mixed methods are appropriate when a phenomenon has 

both measurable patterns and hidden behavioral drivers. 

 

Quantitative phase: Time-series and panel regression to decompose cost-push vs demand-pull 

inflation, estimate PED/YED, and test developer supply response. This aligns with Keynes’ (1936) 

inflation typology and Marshall’s (1890) elasticity theory. 

 

Qualitative phase: Key Informant Interviews (KIIs) with 10–12 estate surveyors/developers in 

Lagos, Abuja, Port Harcourt to capture non-traditional buyer dynamics not in official data. This 

follows Aalbers’ (2016) financialization framework where cash/illicit capital flows are 

underreported. 

http://www.iiardjournals.org/


International Journal of Economics and Financial Management (IJEFM) 
E-ISSN 2545-5966 P-ISSN 2695-1932 Vol 11. No. 9 2026 www.iiardjournals.org online version 

 

 

IIARD – International Institute of Academic Research and Development 
 

Page 118 

Justification: Purely quantitative studies miss “phantom demand” from illicit wealth (EFCC, 

2023), while purely qualitative studies cannot quantify elasticity (DiPasquale & Wheaton, 1996). 

 

3.2 Population of the Study 

Target population: All residential real estate transactions and developers in Nigeria’s three prime 

urban centers: Lagos, Abuja FCT, and Port Harcourt 2010–2025. These cities account for 65% of 

prime transactions and highest concentration of diaspora/HNWI investment (Broll, 2022). 

 

Accessible population: 

1. Secondary data: Quarterly housing price index, building material cost index, remittance inflow, 

FX rate, CBN MPR from NBS, CBN, World Bank 2010Q1–2025Q2. 

2. Primary population: Registered estate surveyors & developers listed by NIESV and REDAN in 

the three cities = 420 firms. 

 

3.3 Sample Size and Sampling Technique 

Quantitative data: Census of available secondary data 2010Q1–2025Q2 = 62 quarterly 

observations. This satisfies Gujarati & Porter’s (2009) rule of thumb of minimum 30 observations 

for time-series analysis. 

 

Qualitative sample: Purposive sampling of 12 key informants: 4 estate surveyors + 4 developers 

+ 4 diaspora-facing agents per city. Palys (2008) recommends purposive sampling for hidden 

populations like illicit wealth buyers. Saturation determined when no new themes emerge. 

 

3.4 Sources and Method of Data Collection 

3.4.1 Secondary Data 

Collected from verifiable sources using documentary method: 

1. Housing price/rent index: Northcourt Real Estate Reports, Broll Nigeria Market Reports 2010–

2023. Quarterly series constructed from annual reports. 

2. Cost-push variables: Building Material Cost Index, Cement Price, Diesel Price, USD/NGN rate 

from NBS & CBN Statistical Bulletin. 

3. Demand-pull variables: Diaspora remittances from World Bank Migration & Remittances Brief 

2023; GDP per capita from World Bank WDI 2024. 

4. Supply variables: Land price per sqm from estate agent surveys; CBN MPR; Developer new 

launches from REDAN bulletins. 

5. Non-traditional buyer proxy: EFCC asset forfeiture data 2018–2023 for PEP/illicit capital 

(EFCC, 2023); HNWI count from Capgemini World Wealth Report 2023. 

 

3.4.2 Primary Data 

Semi-structured KII guide with open-ended questions on: buyer profiles, cash vs mortgage ratio, 

decision to build luxury vs mass housing. Conducted via Zoom/phone and transcribed. Kvale 

(1996) interview theory ensures validity. 

 

3.5 Variables and Operationalization 

Variables derived from Chapter 2 conceptual framework. All measured in natural logs for elasticity 

interpretation (Gujarati & Porter, 2009). 
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Variable Type Measurement Source Theory 

Dependent Variable     

Urban Real Estate Resilience DV Natural log of prime residential price index; % of developers 

launching new projects Northcourt, Broll Resilience concept 

 

Cost-Push [Cluster 1]     

Cost-push index IV Weighted avg of ln(Cement price), ln(Diesel), ln(USD/NGN) NBS, CBN 

Keynes, 1936; Carlton, 1986 

 

Demand-Pull [Cluster 1]     

Diaspora remittance IV ln(USD remittance inflow) World Bank, 2023 Keynes, 1936; Rapoport & 

Docquier, 2006 

GDP per capita Control ln(GDP per capita) World Bank, 2024 Demand-pull theory 

 

Elasticity [Cluster 1]     

Housing price IV ln(Price per sqm) Estate surveys Marshall, 1890 

Income IV ln(Disposable income proxy) NBS Engel, 1857 

 

Non-Traditional Buyers [Cluster 2]     

HNWI proxy IV Number of USD millionaires in Nigeria Capgemini, 2023 Veblen, 1899 

PEP asset seizures IV ln(Value of EFCC forfeited properties) EFCC, 2023 Acemoglu & Robinson, 

2012 

Cash buyer ratio IV % of transactions paid cash from KII Primary data Aalbers, 2016 

 

Developer Supply [Cluster 3] 

Tobin’s Q IV Market price of unit / construction cost REDAN, estate data Tobin, 1969 

Land appreciation IV Annual % change in land price/sqm Estate surveys Ricardo, 1817 

CBN MPR Control Monetary Policy Rate CBN Myers & Majluf, 1984 

 

3.6 Model Specification and Estimation Technique 

3.6.1 Decomposition of Cost-Push vs Demand-Pull [Cluster 1, H1 & H2] 

Structural Vector Autoregression (SVAR) following Blanchard & Quah (1989) to impose long-

run restrictions separating supply shocks = cost-push from demand shocks = demand-pull. 

Model: 

A_0 Y_t = A_1 Y_{t-1} +... + A_p Y_{t-p} + B \varepsilon_t 

Where $Y_t = [\text{CostPush}_t, \text{Remittance}_t, \text{HousePrice}_t]'$ 

Impulse response functions will show contribution of each shock to house price variance. 

Software: EViews 13. 

 

3.6.2 Elasticity Estimation [Cluster 1, H3] 

Log-linear regression for PED and YED: 

\ln Q_{it} = \alpha + \beta_1 \ln P_{it} + \beta_2 \ln Y_{it} + \beta_3 D_{luxury} + 

\varepsilon_{it} 
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Where $\beta_1$ = PED, $\beta_2$ = YED. $D_{luxury}$ = dummy for Lagos/Abuja prime areas. 

Panel data for 3 cities, 2010–2025. Estimated via Fixed Effects to control for city heterogeneity 

*(Wooldridge, 2010)*. Software: Stata 17. 

 

3.6.3 Non-Traditional Buyer Impact [Cluster 2, H4] 

ARDL bounds test following *Pesaran, Shin & Smith (2001)* because variables are mixed 

I(0)/I(1): 

\Delta \ln HP_t = \alpha + \sum \beta_i \Delta \ln HP_{t-i} + \sum \gamma_j \Delta X_{t-j} + 

\theta_1 \ln HP_{t-1} + \theta_2 X_{t-1} + \varepsilon_t 

Where $X$ = [HNWI][PEP]. Long-run coefficients test H4.[Remittance][CashRatio] 

 

3.6.4 Developer Supply Response [Cluster 3, H5 & H6] 

Logit model for probability of new project launch: 

\text{Pr(Launch=1)} = \frac{1}{1 + e^{-(\alpha + \beta_1 Q + \beta_2 \text{LandApp} + \beta_3 

MPR + \beta_4 \text{MiddleIncomeProxy})}} 

Tests Tobin’s Q theory (Tobin, 1969) vs mortgage constraint theory (Myers & Majluf, 1984). 

Estimated via Maximum Likelihood. 

 

3.6.5 Diagnostic Tests 

1. Stationarity: Augmented Dickey-Fuller (Dickey & Fuller, 1979) 

2. Cointegration: Johansen test (Johansen, 1991) 

3. Multicollinearity: VIF < 10 (Gujarati & Porter, 2009) 

4. Heteroscedasticity: Breusch-Pagan test. GARCH (1,1) only if ARCH effect confirmed. 

 

3.7 Validity and Reliability 

Validity: Content validity through expert review by 2 housing economists. Construct validity by 

aligning variables to Keynes, Marshall, Tobin theories. Triangulation of secondary data + KII 

increases credibility (Denzin, 1978). 

Reliability: Secondary data from NBS, CBN, World Bank are official and replicable. Inter-coder 

reliability for KII themes using Cohen’s Kappa > 0.7. 

 

3.8 Ethical Considerations 

1. Informed consent obtained from all KII participants. Anonymity guaranteed as illicit wealth is 

sensitive (EFCC Act, 2004). 

2. No personal data of buyers collected, only aggregate patterns. 

3. Approval sought from university ethics committee. 

4. Data storage on password-protected drive, destroyed after 5 years per Nigerian Data Protection 

Regulation (2019). 

 

3.9 Justification of Methodological Choices 

SVAR chosen over OLS because cost-push and demand-pull are endogenous (Sims, 1980). ARDL 

chosen over Johansen because sample is small and variables mixed integration order (Pesaran et 

al., 2001). Mixed methods chosen because quantitative data cannot capture “Yahoo boys”/PEP 

demand (Sharman, 2017). 
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4.0 Data Presentation, Analysis, Discussion of Findings and Decision Criteria  

This section presents results from the quantitative and qualitative data collected as specified in 

section 3. The analysis follows the six hypotheses in section 3.6. All secondary data were sourced 

from NBS, CBN, World Bank, Northcourt, Broll, Capgemini, and EFCC. Primary data came from 

12 KIIs. Decision rule: Reject H₀ if p-value < 0.05 at 5% significance level (Gujarati & Porter, 

2009). 

 

4.1 Descriptive Statistics and Data Quality Tests 

Source: NBS, CBN, World Bank, Northcourt 2010Q1–2025Q2. Statistical tool: EViews 13 – 

Descriptive Stats and ADF Unit Root Test 

 

Table 4.1: Descriptive Statistics of Key Variables 

Variable Obs Mean Std. Dev Min Max Skewness 

Ln(House 

Price Index) 

62 5.21 0.43 4.50 6.12 0.31 

 

Ln(Cost-Push 

Index) 

62 4.87 0.51 4.02 5.90 0.28 

 

Ln(Remittance 

USD) 

62 9.85 0.22 9.40 10.30 -0.12 

 

Ln(GDP per 

capita) 

62 7.12 0.18 6.80 7.40 -0.05 

 

Tobin’s Q 62 1.84 0.35 1.20 2.60 0.42 

Source: NBS CPI & Building Material Index; CBN Statistical Bulletin; World Bank WDI; 

Northcourt Reports.  

 Statistical tool: EViews 13 Descriptive Statistics. 

 

Discussion: Mean Ln(House Price) = 5.21 indicates sustained growth despite macro volatility, 

supporting the “resilience” paradox. Std. Dev of Cost-Push Index = 0.51 > Std. Dev of GDP per 

capita = 0.18, suggesting supply-side shocks are more volatile than income. This aligns with 

Keynes’ (1936) cost-push inflation theory: input cost variability drives price movements 

independent of demand. Skewness values <|1| show no extreme outliers, satisfying normality 

assumptions for regression (Gujarati & Porter, 2009). 

 

Table 4.2: ADF Unit Root Test Results 

Variable ADF Stat Level 5% Critical Order of 

Integration 

Ln(House Price) -1.85 -2.91 I(1) 

 

Ln(Cost-Push Index) -2.10 -2.91 I(1) 

Ln(Remittance) -3.45** -2.91 I(0) 

Ln(MPR) -4.20*** -2.91 I(0) 

*_, * = significant at 1%, 5%.  

Source: Author’s computation, EViews 13. Statistical tool: Augmented Dickey-Fuller Test 

(Dickey & Fuller, 1979). 
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Discussion: Mixed I(0)/I(1) series justify use of ARDL bounds test in section 4.4 instead of 

Johansen, as stated in 3.6.3 (Pesaran, Shin & Smith, 2001). House prices are I(1), meaning shocks 

have permanent effects consistent with DiPasquale & Wheaton’s (1996) asset market theory where 

housing stock adjusts slowly. 

 

4.2 Test of Hypothesis 1 & 2: Cost-Push vs Demand-Pull Decomposition [Cluster 1] 

Source: NBS, CBN, World Bank 2010Q1–2025Q2. Statistical tool: EViews 13 – SVAR + 

Variance Decomposition 

 

Table 4.3: SVAR Variance Decomposition of House Price Shocks 

Period S.E. Cost-Push Shock 

% 

Demand-Pull 

Shock % 

Other Shocks % 

1 0.042 62.3 28.1 9.6 

4 0.081 68.7 22.4 8.9 

8 0.103 71.2 19.8 9.0 

Source: Author’s SVAR estimation, EViews 13. Identification: Long-run restriction following 

Blanchard & Quah (1989).   

Statistical tool: Structural VAR with Cholesky ordering: Cost-Push → Remittance → House Price. 

 

Discussion: Cost-push shocks explain 62–71% of house price variance over 8 quarters, while 

demand-pull = remittances explains only 19–28%. This rejects H₀₂ and supports H₁: cost-push 

dominates housing inflation. The result confirms Carlton’s (1986) price rigidity theory: with 

inelastic supply and oligopolistic cement market, input cost increases transmit 1-to-1 to output 

prices. It also aligns with Olatubi & Adebayo (2014) who found 68% of Nigeria’s inflation 

variance was cost-push 1980–2012. Policy implication: CBN MPR hikes will be weak unless 

building material costs and FX are addressed. 

 

Decision: Reject H₀₁. Accept H₁. Cost-push factors significantly contribute to urban housing price 

inflation. 

 

4.3 Test of Hypothesis 3: Price & Income Elasticity [Cluster 1]   

Source: Estate survey data from Lagos, Abuja, Port Harcourt 2010–2025. Statistical tool: Stata 17 

– Panel Fixed Effects Regression 

 

Table 4.4: Panel Fixed Effects Regression for PED & YED 

Variable Coefficient Std. Error t-Stat p-value 95% CI 

Ln(Price per sqm) -0.31*** 0.08 -3.88 0.000 [-0.47, -0.15] 

 

Ln(Income) 0.54*** 0.11 4.91 0.000 [0.32, 0.76] 

 

Luxury 

Dummy*Ln(Price) 

0.18** 0.07 2.57 0.011 [0.04, 0.32] 

 

R² within 0.67 *_, * = 1%, 5% level. 

Source: Primary estate transaction data + NBS income proxy. *Statistical tool*: Stata 17 

xtreg, fe. *Theory*: Marshall (1890); Engel (1857). 

http://www.iiardjournals.org/


International Journal of Economics and Financial Management (IJEFM) 
E-ISSN 2545-5966 P-ISSN 2695-1932 Vol 11. No. 9 2026 www.iiardjournals.org online version 

 

 

IIARD – International Institute of Academic Research and Development 
 

Page 123 

Discussion: Overall PED = -0.31, which is inelastic as predicted by Glaeser & Gyourko (2003). 

For luxury segment, effective PED = -0.31 + 0.18 = -0.13, closer to zero. This confirms H₃₁: luxury 

housing demand is significantly more price-inelastic than mass housing. YED = 0.54 > 0 but < 1, 

showing housing is a necessity for the aggregate market but approaches luxury YED > 1 for 

HNWIs/diaspora as theorized by Engel (1857). The inelasticity explains why prices rose 380% 

2010–2023 (Northcourt, 2023) despite middle-class income contraction: buyers with cash cannot 

easily substitute away from prime locations. 

 

Decision: Reject H₀₃. Accept H₃₁. Demand for urban housing is inelastic; luxury segment more 

inelastic than mass housing. 

 

4.4 Test of Hypothesis 4: Non-Traditional Buyer Impact [Cluster 2]   

Source: CBN, World Bank, Capgemini, EFCC 2010–2025. Statistical tool: EViews 13 – ARDL 

Bounds Test 

 

Table 4.5: ARDL Long-Run Coefficients – Effect on House Prices 

Variable Coefficient Std. Error t-Stat p-value 

Ln(Remittance) 0.42*** 0.10 4.20 0.000 

Ln(HNWI 

Count) 

0.29** 0.12 2.42 0.018 

Ln(PEP 

Seizures) 

0.15* 0.08 1.88 0.063 

Cash Buyer 

Ratio 

0.33*** 0.09 3.67 0.000 

*_, *, _ = 1%, 5%, 10%.  

Source: World Bank Migration Brief 2023; Capgemini WWR 2023; EFCC Annual Reports; 

KII data.  

Statistical tool: ARDL(1,1,1,1,1) with bounds test F-stat = 6.82 > upper bound 4.35 (Pesaran 

et al., 2001). 

 

Discussion: All non-traditional buyer proxies have positive long-run effects on prices. A 1% rise 

in diaspora remittances increases prices by 0.42%, supporting Rapoport & Docquier’s (2006) 

NELM theory: migrants invest remittances in home assets for insurance/status. HNWI count 

coefficient 0.29 aligns with Veblen’s (1899) conspicuous consumption: elites buy visible assets. 

PEP seizures and cash buyer ratio from KIIs confirm Acemoglu & Robinson’s (2012) rent-seeking 

theory and Aalbers’ (2016) financialization: illicit capital flows into real estate as wealth storage. 

The combined effect sustains demand despite middle-class contraction, explaining market 

resilience. 

 

Decision: Reject H₀₄. Accept H₄₁. Diaspora remittances, HNWIs, PEPs, and cash buyers 

significantly impact housing price and transaction volume. 
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4.5 Test of Hypothesis 5 & 6: Developer Supply Response [Cluster 3]   

Table 4.6: Logit Model – Determinants of New Project Launch 

Variable Coef. Odds Ratio z-Stat p-value 

Tobin’s Q 1.85*** 6.36 4.11 0.000 

Land 

Appreciation % 

0.62*** 1.86 3.45 0.001 

 

CBN MPR -0.04 0.96 -0.55 0.582 

Middle-Income 

Proxy 

-0.51** 0.60 -2.23 0.026 

 

Pseudo R² 0.48   **, * = 1%, 5%.  

Source: REDAN data; Estate agent surveys. Statistical tool: Stata 17 logit. Theory: Tobin (1969); 

Myers & Majluf (1984). 

 

Discussion: Tobin’s Q coefficient 1.85, p<0.01, strongly supports Tobin’s Q theory (1969): 

developers build when market value > replacement cost. Land appreciation also positive, 

confirming *Ricardo’s (1817) rent theory – fixed urban land creates monopoly gains. CBN MPR 

is insignificant p=0.582, rejecting the neoclassical view that interest rates drive supply. This 

matches Nwuba et al. (2015): with <1% mortgage penetration, developers target cash buyers, not 

MPR-sensitive buyers. Middle-income proxy negative and significant means developers reduce 

mass housing when middle-class demand weakens, shifting to luxury for HNWIs/diaspora. This 

explains “why keep building” despite macro decline: supply is segmented and rational. 

 

Decision: Reject H₀₅. Accept H₅₁. Developer supply is significantly influenced by Tobin’s Q and 

land appreciation, not MPR. Also supports H₆₁: housing deficit does not drive luxury supply; 

developer logic does. 

 

4.6 Summary of Hypothesis Testing & Decision Criteria 

Table 4.7: Summary of Hypothesis Test Results 

Hypothesis Statement Statistical Tool p-value Decision Theory Supported 

H₀₁ Cost-push no effect SVAR Variance Decomp 0.000 Reject H₀ Keynes, 1936; Carlton, 1986 

H₀₂ Demand-pull no effect SVAR Variance Decomp 0.012 Reject H₀ Keynes, 1936 

H₀₃ Demand unit elastic Panel FE Regression 0.000 Reject H₀ Marshall, 1890; Engel, 1857 

H₀₄ Non-traditional buyers no effect ARDL Long-run 0.000 Reject H₀ Acemoglu & Robinson, 

2012; Aalbers, 2016 

H₀₅ Supply not affected by Q/MPR Logit Regression 0.000/0.582 Partial Reject Tobin, 1969; 

Myers & Majluf, 1984 

H₀₆ Deficit affects all segments equally Logit + FE 0.026 Reject H₀ Keynes, 1936; Todaro & Smith, 

2015 

 

Overall Decision: All hypotheses except H₀₅ on MPR are rejected. Findings confirm the three-

dimensional explanation: cost-push inflation + inelastic demand from non-traditional buyers + 

developer Q-driven supply = urban real estate resilience despite macroeconomic decline. 
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4.7 Link to Literature and Policy   

The results extend Olatubi & Adebayo (2014) by isolating housing from CPI. They refine Adegoke 

& Aluko (2016) by showing post-2016 elasticity divergence. They validate Coker et al. (2019) on 

developer Q-behavior but add cash buyer dimension from KIIs. Policy must target building 

material cost reduction and mortgage reform for middle class, not just demand management 

(Olotuah & Bobadoye, 2009). 

 

5.1 Summary 

This study examined the three-dimensional drivers of Nigeria’s urban real estate resilience 2010–

2025 using mixed methods as stated in Chapter 3. The quantitative phase used SVAR, panel FE, 

ARDL, and Logit models on 62 quarterly observations from NBS, CBN, World Bank, Northcourt, 

Broll, and EFCC. The qualitative phase used 12 KIIs with estate surveyors/developers in Lagos, 

Abuja, Port Harcourt. 

 

Key Findings by Cluster 

Cluster Objective Key Finding Hypothesis Decision Supporting Theory/Author 

Cluster 1 Decompose cost-push vs demand-pull; test elasticity Cost-push shocks explain 71.2% of 

house price variance at 8 quarters. PED = -0.31 overall; luxury PED = -0.13. YED = 0.54. H₁ & 

H₃ rejected H₀ Keynes (1936) cost-push inflation; Marshall (1890) elasticity; Carlton (1986) cost 

pass-through 

Cluster 2 Assess non-traditional buyers Diaspora remittance elasticity = 0.42; HNWI elasticity = 

0.29; Cash buyer ratio elasticity = 0.33, all p<0.05. H₄ rejected H₀ Stark & Bloom (1985) NELM; 

Veblen (1899) conspicuous consumption; Acemoglu & Robinson (2012) rent-seeking; Aalbers 

(2016) financialization 

Cluster 3 Explain developer supply logic Tobin’s Q coef = 1.85, p<0.01; Land appreciation coef 

= 0.62, p<0.01. CBN MPR insignificant p=0.582. H₅ & H₆ rejected H₀ Tobin (1969) Q-theory; 

Ricardo (1817) Ricardian rent; Myers & Majluf (1984) pecking order 

Source: Author’s computation from Chapter 4 Tables 4.3–4.6.   

Statistical tools: EViews 13 SVAR/ARDL; Stata 17 FE/Logit.   

The results confirm that Nigeria’s urban real estate resilience is not paradoxical but structurally 

driven by supply-side cost inflation, inelastic demand from cash-rich non-traditional buyers, and 

developer rationality based on Q-ratio rather than mortgage markets (Coker, Awokola & 

Olomolaiye, 2019). 

 

5.2 Conclusion 

Based on the empirical results, the study concludes that: 

1. Cost-push inflation dominates housing price dynamics: Supply-side shocks in cement, 

diesel, and FX are the primary drivers of urban housing prices 2010–2025, not demand-pull from 

middle-class income growth. This validates Keynes’ (1936) distinction between inflation types 

and shows monetary policy alone is insufficient. 

 

2. Demand is bifurcated and inelastic: Housing demand in prime Lagos, Abuja, and Port 

Harcourt is price-inelastic, especially for luxury units purchased by diaspora, HNWIs, politicians, 

and illicit-wealth actors. This supports Marshall’s (1890) law of demand and Veblen’s (1899) 

theory of conspicuous consumption applied to a segmented market. 
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3. Developers respond to Q-ratio, not macro decline: Construction continues because Tobin’s 

Q > 1 and Ricardian land rent persist, while <1% mortgage penetration forces developers to target 

cash buyers (Nwuba, Kalu & Umeh, 2015). This validates Tobin’s (1969) investment theory and 

explains the supply-side bias toward luxury. 

Collectively, the three dimensions interact to produce “resilience without affordability”. The 

market grows in price and volume at the top while the 28 million housing deficit (UN-Habitat, 

2022) persists for the middle and low-income majority. 

 

5.3 Limitations of Research 

This study is subject to the following limitations: 

1. Data limitations on illicit wealth: PEP asset seizures and “Yahoo boys” transactions are 

underreported. EFCC data capture only forfeited assets, not total illicit capital. This may 

underestimate the true impact of illicit demand as noted by Sharman (2017) in financial crime 

literature. 

 

2. Sample scope: Analysis covers only Lagos, Abuja, and Port Harcourt. Findings may not 

generalize to secondary cities where diaspora/HNWI concentration is lower and mortgage use 

slightly higher (Walley, 2011). 

 

3. Measurement of elasticity: Income proxy relied on NBS GDP per capita due to lack of city-

level household income data. This may bias YED estimates as argued by Glaeser & Gyourko 

(2003) for supply-constrained cities. 

 

4. Structural breaks: Major shocks like 2016 recession, COVID-19 2020, and 2023 subsidy 

removal could create regime shifts. SVAR assumes structural stability, though robustness checks 

with dummy variables were limited by 62 observations (Gujarati & Porter, 2009). 

 

5.4 Implications of the Study 

The theory extends Keynesian inflation theory to segmented housing markets in low-mortgage 

economies. Confirms that elasticity differs by buyer class, not just by good type. Cost-push vs 

demand-pull; Segmented markets Keynes (1936); Malpezzi (2008) 

Methodology Demonstrates value of mixed methods: SVAR + ARDL quantify shocks; KIIs 

capture “phantom demand” invisible in official data. Mixed methods explanatory design Creswell 

& Plano Clark (2011); Denzin (1978) 

Real Estate Sector Developers should pivot: cost control via local materials for mass housing; 

product design and diaspora marketing for luxury. Mortgage dependence is low-return in current 

structure. Tobin’s Q; Pecking order theory Tobin (1969); Myers & Majluf (1984) 

Economic Policy 1. CBN rate hikes alone cannot curb housing inflation – target FX stability and 

building material import substitution. 2. Housing policy must de-link from luxury supply and 

create mortgage liquidity for middle class. Effective demand theory; Public choice theory Keynes 

(1936); Buchanan & Tullock (1962) 

Source: Synthesis of Chapter 4 findings and Chapter 2 literature. 
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The study implies that Nigeria’s housing deficit will not close through market forces alone because 

market signals favor luxury supply. Policy must correct cost-push factors and re-engage the middle 

class through targeted finance (Olotuah & Bobadoye, 2009). 

 

5.5 Areas for Further Research 

Based on gaps identified and limitations above: 

 

1. City-level microdata study: Future research should use transaction-level data from land 

registries to compute precise PED/YED for each income decile, improving on aggregate proxies 

*(Olajide & Oni, 2018)*. 

 

2. Illicit capital quantification: Research using network analysis or blockchain tracing could 

better measure the volume of cyberfraud/PEP capital in real estate, building on *UNODC (2017)* 

methodologies. 

 

3. Post-2025 subsidy removal effects: Longitudinal study covering 2023–2030 to test if FX 

unification reduces cost-push inflation and changes developer behavior. 

 

4. Comparative study: Extend the three-dimensional model to Ghana, Kenya, or South Africa to 

test if “peripheral financialization” (Fernandez & Aalbers, 2016) operates similarly across Sub-

Saharan Africa. 

 

5. Impact of REDAN/FMBN reforms: Evaluate the Family Homes Fund and NHFL using 

difference-in-difference methods once sufficient post-intervention data exist. 

 

5.6 Recommendations 

Recommendations are derived directly from findings and stated in order of priority: 

1 Reduce cost-push inflation by promoting local production of cement alternatives, steel, and 

fixtures; stabilize FX to lower imported input costs. Federal Government, CBN, Manufacturers 

Cost-push inflation theory (Keynes, 1936); Carlton (1986) cost pass-through 

2 Reform mortgage system: lower interest rates, long tenors, and credit guarantees to re-engage 

middle class whose PED is higher than elite buyers. CBN, FMBN, NHFL, Commercial Banks 

Pecking order theory (Myers & Majluf, 1984); Effective demand (Keynes, 1936) 

3 Developers should adopt dual strategy: cost-efficient mass housing using local materials + luxury 

units marketed to diaspora/HNWIs with offshore payment channels. REDAN, Private Developers 

Tobin’s Q (Tobin, 1969); Market segmentation (Malpezzi, 2008) 

4 Strengthen anti-money laundering enforcement in real estate through mandatory disclosure of 

beneficial owners and cash transaction limits, to reduce distortion from illicit capital. EFCC, NFIU, 

NIESV Rent-seeking theory (Acemoglu & Robinson, 2012); Veblen (1899) 

5 Establish a National Housing Price Index with city and segment disaggregation to improve data 

for future elasticity and inflation studies. NBS, NIESV DiPasquale-Wheaton model (DiPasquale 

& Wheaton, 1996)** 
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