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ABSTRACT

This paper assessed the determinants of commercial banks willingness to finance real estate development in
Ogun State, Nigeria with a view of providing information that could enhance development financing decision
making. The Study adopted descriptive survey research design with purposive sampling techniques.
Questionnaires was administered to 92 respondents which comprises of 17staffs of Commercial Banks, 30
Real Estate Developers, 45 Estate Surveyors and Valuer. 80 questionnaires were retrieved. Data was
analyzed using descriptive and inferential statistics such as frequency, mean, standard deviation and
regression analysis. Findings revealed that Location, Risk of project failure, Collateral availability, Return
on Investment, Interest rate (with their mean scores 3.92, 3.85, 3.82, 3.65 respectively) are the determinants
of Commercial banks willingness to finance real estate development in Ogun State. Furthermore, findings
showed that determinants such as Location, Interest rate,Risk of project failure collateral availability,
Return on investment significantly influenced Commercial bank willingness to finance real estate
development. The result indicated that the determinants generally were statistically significant (R = 0.714,
R?=0.0509, Adjusted R*= 0.421, F ratio = 5.795, P<0.05). This implies that real estate projects located in
prime areas with high potential return are more likely to be finance by commercial banks.The study
recommend that central banks should grant commercial banks funds with low interest rate for real estate
developments in order to meet up the high demand for housing.

Keywords: Commercial Bank, Determinant, Financing, Real Estate Development, Willingness

1.0. Introduction

Real estate consists of land and its permanent structures. It is a vital component of Nigeria’s economy. It
includes residential, commercial, and industrial properties, playing a critical role in providing shelter, creating
investment opportunities and generating wealth (Agava and Bello, 2021). In Nigeria, real estate contributes
significantly to Gross Domestic Product and is instrumental in urbanization and employment generation
(Adegoke and Akinola, 2025). Abeokuta, the capital of Ogun State, exemplifies the potential of real estate as
it continues to attract investment due to its proximity to Lagos, growing population and strategic location
(Sagi, 2021). Real estate development plays a critical role in economic growth, infrastructure modernization,
and urbanization. It encompasses the creation of residential, commercial and industrial properties, driving job
creation and wealth generation (Folake and Alli, 2025). Real estate development in Abeokuta has been shaped
by increasing urbanization, the construction of government-backed housing estates and private investments
in mixed-use projects.

Commercial banks are crucial in providing the necessary capital for real estate projects. The activities of
commercial banks significantly influence the real estate sector, particularly in emerging economies where
access to credit and financial stability are critical drivers of property development (Alabi et al., 2025).
However, the willingness of these banks to finance real estate projects is influenced by various factors,
including economic conditions, regulatory frameworks, risk assessments and the overall stability of the real
estate market (Babayaro and Milala, 2024). In Abeokuta, banks are cautious about financing real estate due
to concerns over market volatility, the long-term nature of projects, and challenges related to property rights
and registration.
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Despite the growth potential in Ogun State’s real estate sector, obtaining financing from commercial banks
remains a significant hurdle for developers. Commercial banks often perceive real estate projects as high-risk
investments due to the long-term nature of these projects, market volatility and the potential for economic
downturns (Alabi et al., 2025). The reluctance of commercial banks to finance real estate development in
Ogun State has resulted in a financing gap, limiting the ability of developers to undertake large-scale projects.
This gap not only affects the growth of the real estate sector but also hinders economic development in the
region (Hassan et al., 2021). Therefore, understanding the willingness of commercial banks and the
determinants that influence commercial banks' willingness to finance real estate projects is essential for
developing strategies to bridge this financing gap. The paper assessed the determinants of commercial banks
willingness to finance real estate development in Ogun State, Nigeria with a view to providing information
that would enhance development financing decision making.

The scope of the study cover Abeokuta being the capital of Ogun state, due to rapid development of real estate
takes place as a result of Lagos-Abeokuta inter-linkage. This study will focus on commercial banks and real
estate developers domicile in Abeokuta Ogun State, Nigeria. The study covers commercial banks operating
in Abeokuta being the capital of the state and also considering their involvement in financing various types
of real estate projects, including residential, commercial and industrial developments.

1.1 Literature Review
1.2 Commercial Bank

Commercial banks support growth and development in addition to their many other roles. There are various
forms of deposit accounts provided by commercial banks, which include: Time Savings deposits, account
deposits, current account deposits (Austin, 2025). The types of commercial banks include: Access bank,
Ecobank, First bank, Fidelity bank, Keystone bank Polaris bank, Guarantee trust bank, Wema bank Union
bank and Zenith bank (Barisua, 2025). From the perspective of the building and construction industry, they
support investment, job generation, and consequently the infrastructure and economic growth. Commercial
banks provide different types of financing for real estate development based on the durations of loan, which
can be categorized as short-term, medium-term and long-term (Alabi et al., 2025). Each type is tailored to
meet specific project phases, ensuring that developers have access to adequate funding at different stages of
real estate development. The financial policy of commercial banks in Nigeria is shaped by a combination of
regulatory mandates from the Central Bank of Nigeria (CBN) and internal strategies employed by individual
banks. These policies determine how banks manage their reserves, extend credit and navigate market risks
(Dobrovolska and Fenenko, 2024). The CBN’s monetary policy plays a pivotal role in influencing interest
rates, liquidity ratios and foreign exchange regulations. These factors directly affect the lending behavior and
investment strategies of commercial banks (Ashen et al., 2025).

The process of real estate development financing encompasses a series of structured steps that guide the
interaction between commercial banks and real estate developers. These steps are designed to mitigate risks,
evaluate project viability, and ensure successful project delivery. This section explores the main stages of real
estate financing, including loan application, credit assessment, loan disbursement, project monitoring and
repayment (Babayaro and Milala 2024).

1.3 Real Estate Development

Real estate development involves planning, building and financing of real estate projects that range from
small residential buildings to commercial and industrial complexes. It is a multifaceted sector that plays a
critical role in shaping urban landscapes and influencing economic trends (Samson and Olalolu, 2023). It
includes several key stages such as feasibility analysis, site acquisition, financing, construction and
marketing. The types of real estate developments are residential, commercial, industrial, Agricultural
Recreational and Special-use (Folake and Alli, 2025). The process of real estate development is multifaceted,
generally following stages that require different levels and types of capital. These stages are land acquisition
phase, project planning and design stage, construction phase, marketing and sale phase (Agava and Bello,
2021). The real estate development process in Nigeria is fraught with challenges, including inadequate
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infrastructure, unstable economic conditions and regulatory bottlenecks. Infrastructure deficits, particularly
in electricity, water supply and road networks increase the cost of real estate development and make it difficult
for developers to deliver affordable housing or commercial spaces (Okafor, 2025).

Real estate financing is crucial component of the property industry, involving a range of funding mechanisms
and stages of project execution that significantly impact the success and sustainability of real estate projects
(Ibrahim et al., 2021). Financing is one of the most crucial aspects of real estate development, as large capital
investments are required to acquire land, obtain permits and carry out construction (Ibrahim et al., 2021). In
Nigeria, real estate developers typically rely on a combination of equity, bank loans and private investments
to fund their projects. In recent years, there has been a strong interest in Public-Private Partnerships (PPPSs)
as a means of funding large-scale real estate projects, especially in urban areas (Makata and Udobi, 2024).
The availability and accessibility of financing for real estate projects are often determined by economic
conditions, regulatory policies and the risk appetite of financial institutions, which together shape the extent
of investment in the sector (Ngoc and Tien, 2023). In real estate financing, there are many options that cater
to different project needs, primarily categorized as construction financing, mortgage financing and bridge
financing.

Willingness refers to the inclination or readiness of individuals or organizations to undertake a particular
action or decision based on a set of influencing factors, such as perceived benefits, risks and external
conditions. The willingness of commercial banks to finance real estate development is influenced by their
perception of risk, profitability, market trends and regulatory support (Elile and Ugbodoakum, 2025). The
willingness to engage in such financing is shaped by specific local and national factors, including economic
conditions, the maturity of the real estate market and the policy environment. Several determinants influence
commercial banks' willingness to finance real estate development, particularly in Ogun State, Nigeria. These
determinants are regulatory framework, risk assessment, return on investment, interest rate, diversification
and portfolio management (Sagi, 2021). Several determinants influence commercial banks' willingness to
finance real estate projects in Abeokuta. The determinants include economic stability, regulatory frameworks
and risk perception as the key determinants. For instance, high-interest rates and inflation increase borrowing
costs, discouraging both banks and developers from engaging in large-scale real estate financing (Alabi et al.,
2025).

1.4 Review of Past Studies

Empirical studies have identified the willingness of commercial banks to finance real estate projects are
influenced by various determinants, including economic conditions, risk perceptions and collateral
availability (Elile and Ugbodoakum, 2025). Banks are cautious about real estate financing in Ogun state due
to concerns over market volatility and regulatory uncertainties.

Commercial banks play a pivotal role in real estate financing by providing the capital needed to support the
acquisition, development and improvement of properties. The extent to which commercial banks are willing
to finance real estate ventures is determined by a combination of factors including project type, perceived risk
and potential return on investment (Okafor, 2025).

The willingness of commercial banks to finance real estate projects is influenced by various determinants,
including location, economic conditions, risk perceptions and collateral availability. Banks are cautious about
real estate financing in Abeokuta due to concerns over market volatility and regulatory uncertainties. High
interest rates and inflation further impact banks' willingness, as these economic conditions increase default
risks. The willingness of banks to finance real estate gave broader economic indicators such as inflation and
Gross Domestic Product growth (Alabi et al., 2025).
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2.0 Methodology

Quantitative research methodologies were employed for this study. The target population for this research
includes Commercial banks, real estate developers, Estate surveyors and valuer. The total population for the
study is ninety-two (92) respondents which include seventeen (17) staffs of commercial banks, thirty (30)
real estate developers, forty-five (45) Estate surveyors and valuer. The study uses a purposive sampling
technique to select Commercial banks, Estate Surveyor and Valuer, Real estate developers with direct
involvement in real estate financing in Ogun State. The sample size for the study consist 17 different
commercial banks, operating in Abeokuta, 30 real estate developers, 45 Estate Surveyor and Valuer operating
Abeokuta will be selected.

Data were collected through well-structured questionnaire designed for bank officials, real estate developers,
Estate Surveyor and Valuer. Data were analyzed through descriptive and inferential statistics such as
frequency, percentages, mean, standard deviation and regression analysis. The figure 1 below is the map of
Ogun State showing study area. The green shaded part in the map indicated Abeokuta.
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Figure 1: Map of Ogun state showing the study area.

Source: Adapted from ( Baloye and Palamuleni, 2016).
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3.0 Results and Discussion

Questionnaire were distributed to 92 respondents which comprises of 17 staffs of Commercial banks which
include Access bank, Ecobank, Fidelity bank, First bank, First city monument bank, Guarantee trust bank,
Keystone bank, Mainstreet bank, Premium trust bank, Polaris bank, Stanbic bank, Sterling bank, Union bank,
United bank of Africa, Unity bank, Wema bank, Zenith bank, 30 Real estate developers and 45 Estate
Surveyors and Valuer within the study area as presented in table 1. To assess determinants influencing
commercial banks willingness to finance real estate development in Abeokuta, Ogun State, data was obtained
and analyzed as presented in Table 3 and 4.

Table 1: Distribution of Questionnaire and Retrieval

S/n  Respondent Total distributed ~ Total received Percentage
1. Commercial Banks 17 15 18.75%
2. Real Estate Developer 30 26 32.50%
3. Estate Surveyor and Valuer 45 39 48.75%
Total 92 80 100%

Source: Author’s Field Survey, 2025

A total number of 80 questionnaires were filled properly and returned out of 92 questionnaires administered
on the respondents. 80 respondents consist of 15 Commercial Banks, 26 Real Estate Developers and 39 Estate
Surveyors and Valuer in Abeokuta. The retrieval rate of the respondents is 87%.

Table 2: Profiles of Commercial Banks and Development Organizations in Abeokuta
Demographic Characteristics

Gender of respondents CB RED ESV Frequency Percentage (%)
Male 9 18 22 49 61.2
Female 6 8 17 31 38.8
Total 15 26 39 80 100
Age

11-20years 1 2 0 3 3.8
21-30years 3 4 10 17 21.2
31-40years 5 6 12 23 28.8
41-50years 4 10 9 23 28.8
51years & above 2 4 8 14 175
Total 15 26 39 80 100
Educational Qualification

OND 4 6 0 10 12.5
HND 6 8 17 31 38.8
B.SC 4 8 13 25 31.2
M.SC 1 3 7 11 13.8
Ph.D 0 1 2 3 3.8
Total 15 26 39 80 100
Professional Membership

Associate 9 15 25 49 61.2
Fellow 6 8 14 28 35.0
Honorary Fellow 0 3 0 3 3.8
Total 15 26 39 80 100
Work Experience

1-5years 2 7 11 20 25.0
6-10years 3 10 18 31 38.8
11-15years 4 5 7 16 20.0
16years & above 6 4 3 13 16.2
Total 15 26 39 80 100
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Table 2 shows that 49 (61.2%) of the respondents are male while 31 (38.8%) are females which shows that
the majority of the respondents are male. Table 4.2 shows that 3 (3.8%) of the respondents are within the age
group of 11-20 years, 17 (21.2%) of the respondents are within the age group of 21 — 30 years, 23 (28.8%) of
the respondents are within the age group of 31 — 40 years, 23 (28.8%) of the respondents are within the age
group of 41 — 50 years, 14 (17.5%) of the respondents are within the age group of 51 years and above. This
shows that majorities of the respondents are within the age group of 31 — 40 years and 41 — 50 years. This
suggests that most respondents are in their prime working age, likely bringing relevant experience and
maturity to their responses.

The Findings from the table further shows that 10 (12.5%) the respondents had OND Certificates, 31 (38.8%)
of the respondents had HND certificates, 25 (31.2%) of the respondents had B.SC Certificates, 11 (13.8%) of
the respondents had M.SC certificates, 3 (3.8%) of the respondents had Ph.D Certificates. This implies that
majority of the respondents had HND certificates. The predominance of respondents with HND and B.Sc.
qualifications, coupled with years of industry experience, suggests that the respondents understand the
technical, financial, and operational aspects of real estate financing.

Furthermore, findings shows that 49 (61.2%) of the respondents are associate membership of their
professional institution, 28 (35%) of the respondents are fellow membership of their professional institution,
3 (3.8%) of the respondents are honorary fellow membership of their professional institution. The findings
implies that majority of the respondents are actively involved in professional practice, reinforcing the
credibility of the data collected.

It was also revealed that 20 (25%) of the respondents had 1 -5 years working experience, 31 (38.8%) of the
respondents have 6 - 10 years working experience, 16 (20%) of the respondents had 11 — 15 years working
experience, 13 (16.2%) of the respondents have 16 years and above working experience. This implies that the
majority of the respondents had 6 — 10 years working experience. This implies that respondents have technical
and professional qualifications, making their inputs reliable for a study focused on real estate financing.

Table 3: Determinants Influencing Commercial Banks Willingness to Finance Real Estate Development

Determinants No. Mean S.D Rank
Location 80 3.92 1.09 1
Risk of Project Failure 80 3.85 1.13 2nd
Collateral Availability 80 382 105 3rd
Return on Investment 80 3.82 121 3
Interest Rate 80 3.65 1.02 5t
Inflation 80 351 1.17 6t
Economic Policy 80 3.48 1.20 7t
Market Stability 80 3.31 1.08 gth
Developer’s Reputation 80 3.23 1.29 gt
Diversification and

Portfolio Management 80 3.22 1.36 1ot
Inadequate Collateral 80 2.65 1.28 11t
Tax Incentive 80 2.35 1.21 12t

Source: Author’s Field Survey, 2025

From Table 3 above, it was revealed that the major determinant influencing the willingness of Commercial
Banks in financing real estate development is Location (3.92), with Risk of Project (3.85), with Collateral
Availability and Return on Investment (3.82), with Interest rate (3.65), with Inflation (3.51), with Economic
Policy (3.48), with Market stability (3.31), with Developer’s reputation (3.23), with Diversification and
Portfolio Management (3.22), with Inadequate collateral (2.65), with Tax Incentive (2.35). From the
perspectives of all the three Stakeholders, the major determinants that influenced the willingness of
Commercial Banks to finance real estate development is location, Risk of Project failure, Collateral
availability and Return on Investment. Return on investment, collateral availability was in accordance with
literature reviewed by Elile & Ugboadokum, (2025).

Hassan and Adedokun., 2025 320



Nigerian Journal of Environmental Sciences and Technology (NIJEST) Vol 9 No. 1 March 2025, pp 315 - 323

Table 4: Correlation Analysis Result for Determinants Influencing Willingness of Commercial Banks in
Financing Real Estate Development

Determinants No. Mean S.D t-value P-Value
Market Stability 80 3.31 1.08 2.27 0.008
Risk of Project Failure 80 3.85 1.13 0.53 0.009
Economic Policy 80 3.48 1.20 -1.79 0.017
Developer’s Reputation 80 3.23 1.29 -1.10 0.009
Collateral Availability 80 3.82 1.05 -2.43 0.003
Inadequate Collateral 80 265 1.28 -2.55 0.034
Inflation 80 351 1.17 -1.42 0.002
Location 80 3.92 1.09 0.44 0.005
Interest Rate 80 3.65 1.02 0.11 0.000
Return on Investment 80 3.82 1.21 -0.72 0.035
Tax Incentive 80 2.35 1.21 2.72 0.055
Diversification and

Portfolio Management 80 322 136 3.48 0.508

Source: Author’s Field Survey, 2025

Table 5: Regression Analysis Results for Determinant of Commercial Banks Willingness to Finance Real
Estate Development

Sources of variation Sum of Squares df Mean Square F-Ratio P
Regression 23.836 12 1.986 5.795 0.0002
Residual 22.964 67 0.343

Total 46.800 79

R = 0.714% Multiple R? = 0.509; Multiple R? (Adjusted) = 0.421; Standard error estimate = 0.585
a. Dependent Variable: Responder’s field
b. Predictors (Independent Variable): Determinants

Results in Table 4 and 5 showed that the several determinants considered generally had significant influence
on the bank willingness in financing real estate development. However, while singly considering the
determinants, such as Return on Investment, Location, Collateral Availability, Risk of Project Failure, Market
Stability, Inflation had significant influence commercial banks willingness to finance real estate development
The result indicated that the determinants generally were statistically significant (R = 0.714, R? = 0.509,
Adjusted R?= 0.421, F ratio = 5.795, P<0.05). This outcome reveals that the independent variable exerts
significant influence on the bank willingness. However, some determinants such as location and collateral
availability are in line with the review of literature having significant influence on the willingness of
commercial banks to finance real estate development (Alabi et al., 2025). This implies that real estate projects
located in prime urban areas with high potential return are more likely to be finance by commercial banks .

4.0 Conclusion

The study assessed the determinants of commercial banks willingness to finance real estate development in
Ogun state, Nigeria. The Study found that determinants such as location, return on investment, collateral
availablity, risk of project failure and interest rate significantly influenced commercial banks willingness to
finance real estate development decisions in real estate in, Ogun State.

The study recommend that central banks should grant commercial banks funds with low interest rate for real
estate developments in order to meet up the high demand for housing. Central bank should establish policy
interventions to encourage commercial banks in granting long term finance for large scale real estate project
in order to address Nigeria’s housing deficits. Government should provide more credit guarantees to
encourage banks to finance more real estate projects.
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