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Introduction

lis,s.tudl exanirted.rhe dynamics of ofiice rents intJorAt.area oJ Abuja. Nigeria. piimarv andsfcond:ry dola werc urilised for the study. irinctn
oatu oblornedJor the study includc office rin tal leveis
a-na^ttt1.tce space datq in the study oreaJbr the period,
2001-2012. Secondary data for ,i" ,rirai-*ri)o!.,:,:"d 1trom rhe iarionat "ar;, 

"i"'iL,iri,;(NBSt and the Centrat Bqnk of Ui7"riitCei)'o))
ure motnty mocroeconomic variables in Niger:ia fort_he 

, p.eriod. 200 t-201 2. Approprrare stutisrical
tecnnqu.as. were used lor data analysis. The studv
::oted. that,t:al GDp gowrh and iacattcy rate aietn-( tnalor drtvers o-f renrul growth in ihe o0f;ceproperty market in Garki as they accounr for iiout77a/"--88o o of th,evariation in oJjce prop";,y r;;;;;,::.-,.:f,.lrr,1t properry market in the area. Also,r\"ntat 

-tnder Jor o./jtice propcrties i the studv area

:.::f 100t 
as rhe base year irai"",ir-prr[i"irir]

upward tnovcment in rental ,atues' oj offic,properties in lhe ciqtwithin the stucly p"riod." 
""

f?y:r!s Off ca Proparty Market; O.[Jice Rantatuercnt t nqn ts ; Ren t q I G rowt h : lhtse ; N igeria

*Th.TO, a major_cost for tenants and a source ofrncomc for the landlord and it is often ,."d ";;;11{a1or 
bV other property market pr.ti.i;;;tr;;i;

as-tnvcstors and developers to assess the value of
:i]:j:I".^ll.i{ il"estmenrs as weil as rhe viabiJity oirnerr rca I estate developmenl projecls.

Commercial properlies constitule an imponanl narlor rhe inresrmenl ponfotios 
"f i;;.;;Jr"';;;;ff;l

Hough and Kratz itg83t argucd lhar ;#;;i;iprope(res make up an important component of theurban landscape. Dipasquale and Whearon rlqqji
1r.li-1.1- ] lu,. *.merciat properrier. prni"rtur(
:]11:: 

pr?p.nlg, comprisc a large ponion of rhcwealth of nations. According lo CIaDD {l99ll
::.T]l-.1:,.l.,properlics provide rhe' *"*irg
:i,:.1::lT:r,:h, allows many busrnesscs to operarcc 

,rcrcnUy. bqurly inveslors. Jcnders, propcrtyvaluers and appraisers, archilects. urbun plu*..r rnluururs navc a vcsted Intercsl in better understandino
commercial propcrt ies. parl icularly offi ;$;;;;;;:
therr. markers and the fac(ors tr,lt ;nnrl".i-irr..(Slade.2000).

l-"^T: :.:,0.r"., in exisring lilcrature suggesrs rhatreal estale market perlormancr
a.ea i s d i ffere ni ir# ;;;ffi fr"h:i,:.tff ff :0, [:area. Thus. Iocal markcl analysis is ..qri;;;";
a-ccxra.lely assess real estate inveslment pcrformance,
1l.^lld,lg renral fend analvsis lBom ,"; ;;;:I994). ln Nigeria. rhere is r'he nceA for rcal esralcpraclitioncrs in the country to get a better
l:.1:T1?rdirC of rhe characte.i.ti.s or ."niailiuctuatrons so as lo obrain imponant insights ro rhlbehaviour of thc commercial propcrty market in thecolmlry. This study examined lhe drivers of officepropcrty renls in Garki area ofAbuja. rne fcaeralCapiral Temtory ofNigeria.

Literature Review

As an economic retum to real propeny. r€rl varies in

;::::ll.:19. rorm. Land 
"con'o,"i,ts"oue, ,h; ;";;;navc iound rt appropriatc to diflcrcntiate b.t*e"n tli",rrct: Dastc concepts ol rent. Thcse havc been

i"r:::l:.0 ?t!:r"wc{ r e86 ) ro incrud";";;;;, ;;;;,rd,ru rcrr ano economtc renl. However, the notion ofrcntr.vhich is,implied in rhis.tudy urd rl;;,';;;h;.
:::,,::l'^:lfl: study is marker renr. rn rhis contexr,
I u r ls rnc actua I paymenls tenanls make for use oft heproperties 

.of others. The amount of tfr"." ..niui
l^YT:l,t is normally agrecd by the landlord ana"

::::ill advance of rhc period of properry use anJtlrus emanale jrotn mutual conrractual;na;gement
If it is dcremined by thc inreracrion of a"rinJ'rijsupply il lite propeny markcl in thc absence ofrnJ
i:].-r:n: irrrerference. rhen ir is k"o;, 

-;,,
co^mmcrcrat rent (Harvey. I992) or market ..oi
IlT,l:11 :1rr:, M ackm in. r 

qe5 ana r pe. zodzl. ri.ni
rs atso vlewed as a retum on the capital value ofrealestate investments and landlord's 

"rJ ;;;;;owners normally compare this retum wirh thoserheicould receive^ from altemative 
"rpl,uf 

ir"".ir.ril,(Barlowe, 1986). Rental uulrl. u." a key property

I::::oys cmpirical studies on olfice propeny renraloclermlnanls revicwed lor this study show ,iri ,h";were conductcd in America, gri"p", ail, ,riAustralia. In searching through previous lilcrature onrnc oetermrnants of commcrcial p.op".,y ,"n,uigrowth in Afrjcan ciries rna pr"i.rfuify. illg.riri
crtrcs. not a single relevant research paper was found.

3-'-:.::1,:_lls been ar rribu ted',.i rra.""l"p"Jcommercial property markets, lr.k 
"f 

;;;;p;#;;
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in commercial property market transactions and

problem ofavailability and reliability ofdata (Yusof,

1oo t ; Ct1in, 2oo:; Boon and Higgins, 2007).

A careful examination of the dcterminants of office
propcrty rental growth identified by previous

.t.npirical studies shows that there are two broad

detirminants ofoffice propcrty rcnts in cities These

are the demand factors and supply factors.

Demand Factors
The demand for offices is essentially a derived

demand from lhe demand for business and personal

services (Jones, 1995). Offrce rcntal movements are

the results of the adjustment of the demand and

suonlv ofoffice space over time (Hui and Yu.2006)'
Consequenrly, most cmpirical studies on office rental

deteminants have used both demand-side and

supply-side variables to capture the dynamics ofthe
demand/supply situations ofthe office rental scctor'

The demand factors which influcnce oflice rental

srowth as identified in the previous studies are

Economics-based and include Gross Domestic

Product (GDP), inflation or change in Consumer

Pricc Index (CPI), service sector unemployment and

emplo)'ment rates, service sector output and interest

rate.

Gross Domestic Product (GDP)

Gross Domestic Product is the value of output
produced by both nationals and non-nationals within

a given domestic economy (Onodugo, 1998) The

raG of increase in Gross Domestic Product is thc

conventional measure of economic growth (Barras,

1983; Gardiner and Hcmeberry, 1989; Dobson and

Goddard, 1992; Giussani et al, 1993; RICS, 1994;

McGough and Tsolacos, 1995; D'Arcy et al, 1998;'

McGough et al, 1998; Odoko, Okafor and Kama,

2004; Karantonis and Ge, 2007; Ge, 2009).

Economic growth refers to the increase in the value

of goods and services produced by an economy

(Odoko el a\,2004). GDP growth rate reflects the

general economic performance in a pafiicular period

if timc, compared to that ofa preceding period (Hui

and Yu, 2006).Thus, a positivc GDP growth rate

indicates that the economy is performingwell and is a

catalyst for further production ofgoods and services

due to the sustainable demand (Giu ssani et al, 1993,

D'Arcy et al, 1999; Hui and Yu, 2006). All previous

studiel on commercial property rental detcrminants

have utilised real Gross Domestic Product as a
significant demand-side variablc which influence

offrcc rental growth.

As observed by Banas ( 1983); Chin (2003); Hui and

Yu (2006); Boon and Higgins (2007), real Gross

Domestic Product is thc most appropriate and widely
used office demand-sidc measuremcnt at an

aggregate levcl as it gives a broad indicator ofoffice
activity, including the manufacturing and sewice
sectors ofthe cconomy. This assuluption has gained

signiflicant support from most previous empirical
studics.

h{latiorr
Ojo (2000) describes inflation as a gencral and

pirsistent increasc in thc prices ofgoods and services

ir', an 
"cono-y. 

lnflation has also becn described as

an economic situation when thc incrcase in money

supply is faster than the new production ofgoods and

scivices (Mordi et al, 2007). Inflation rate is

measured as the percentagc change inthe price index,

that is, consumer pricc indcx, wholesale price index

and producer price irrdcx. In cconomics literature,

change in Consumcr I'ricc lndex (CPI) has becn

adopted as the appropriatc measrrrc of inflation rate

becausc it represents the cost ofliving and a measure

ofthc welfare ofthe people (Chukwu, 1997; Mordi et

a1,2007).

As argued by Essien (2002). consurncr price indcx

measures the price of a reprcsentative basket of
goods and services purchascd by the average

ionsr*er and calculatcd on thc basis of pcriodic

survey ofconsumer prices. In Nigeria, headline, core

and non-core inflation rates arc determined based on

changes in the consumer price index for the

appropriate pcriods (Chukwu, 1997; Mordi et al,
zbbz).fnis is thc approach adopted in other

developed and devcloping economies ol the world
(Hui and Yu, 2006; Karantonis and Gc, 2007; Ge,

2009).

Inflation rate or change inthe consumerprice index is

primarily the indicator for the price rnovcments of
ionrum"t goods in general (Hui and Yu, 2006). As

analysed by Neo-Keynesian economists, there are

three major tlpes of inflation (Mordi e/ a/,

2007).These are demand-pull inflation, cost-push

inflation and structural inflation. Firstly, demand-
pull inflation occurs whcn aggrcgate demand is in
ixcess of available supply. This phenomenon is also

known as the Phillips curve inflation. Secondly, cost-

push inflation or commodity inflation or supply

shock inflation occurs in the cvent of a sudden

decreasc in aggregate supply, owing to an increase in

the pricc or cost ofthe commodity whcre thcre arc no

suirable altematives. According to Mordi el a/

(2007), this type ofinflation has been more common

in Nigcria inrecenttimes as evident in the rising price

ofhousing, energy and food and is often reflected in
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the price and wage spirals in firms, whereby workers
try to kcep up their wages with thc change in the price
level and employers pass on the burden of higher
cosls to coDsumers through incrcase in prices.
Thirdly, structural inflation is the built-in inflation
usually induced by changes in monetary policy.

Bcsides, inflation may also be classified based on the
intensity, severity and pcrsistence of the price
incrcase (Mordi et al, 2001). These include
hyperinflation (an extreme acceleration of ycarly
price increases of thee digits percentage points);
extremely high inflation (ranging betwcen 50 perccnt
and 100 pcr cent); chronic inflation (15-30 perccnt
and lasting at least five consccutive ycars); high
inflation (with ratcs between 30-50 per cent per
year); moderate inflation (when thc general price
lcvel ranges from 5 per cent to 25-30 per cent) and
low inflation (when the change in the consumer price
indcx ranges from 1-2 per cent to 5 pcrcent). In
overa[1, inflation exerts direct and indirect influence
on prices, wages and rcnts, including commercial
property rents.

Ibbotson and Sicgel( 1983) examined the responsc of
rezrl estate returns to inflation. The results of their
shrdy showed that real estatc retums compensatcd
investors for both expected and unexpectcd inflation
during the period, 1973-1983. This period was a
period of steady inflation in the United States.
Wurtzebach, Mueller and Machi(1991) furthcr
developed the study of Ibbotson and Siegel( 1983) by
examining real estate performance during high and
low inflation. They found that real estatc, particularly
office and industrial real estate is an effective
inflation hedge when supply and demand are in
balance. Thcy concluded that the impact of forces
frorn supply-demand imbalance become more
important than inflarion in determining real estatc
rcturns and as such the inflation hedging
effectiveness of real estate is diminished during
periods of property market imbalance.

Service Sector Employment and {Inemployment
Rates
Thc rate of unemployment is a key parameter of
conditions in the aggregate labour rnarket (Gwartney,
Stroup and Sobel, 2000). It is a very useful measure
of the overall health of the economy (Gee, 2009).
Also. employment and uncmploymcnt rates
nomally proxy for economic conditions (Chin,
2003). According to previous cmpirical studies, the
service sector employnent rate has close links with
office rental valucs (Gardiner and Henneberry, 1989;
Dobson and Goddard, 1992; Giussani et al, 1993;
D'Arcy et al, 1994 Keogh et al,I998;D'Arcy et al,

1998; Yusof,200l; Hui and Yu,2006; Boon and
Higgins,2007).

Dobson and Coddard ( I 992): D' Arcy er al 119945 and
Keogh e/ al (1998) assefted that thc majority of
scrvice sector activity takcs place in an office
environment. It is believed that changes in the levcl
of cmployment in the scrvice sector are expected to
reflect the trends in particular office-based industries
which have generally been considered to be the most
dynamic (Giussani et al, 1993; McGough er a/,
199S).Thus, demand for office space is associated
with employment level changes. As argued by Chin
(2003), demand for officc space is a derived demand
reflecting the del.rand for the services produccd by
office-bascd activities and as such when employment
in the service sector rises, it increases demand for
officc space andpressurc rises on the rental values.

Service Sector Output
Scrvice sector output is a similar measure to service
sector employment or unemployment (Chin, 2003).
As thc main occupier of o{fice properties is service
sector, service sector output is an altemative measure
ofnational activity and pcrlormance in scrvice sector
industrics (Keogh et al, 1998). It is measured using
the real wage index as it providcs a good reflection of
the productivity oflabour over a given pcriod of timc
(Hui and Yu. 200b). When scrvice seclor output
increases, demand lor office space increases,
resulting in increase in office propeftyrents.

Interest Rate
Thc Appraisal institute (2002) defines interest rate as
the price ofmoney, the rate ofretum or yield rate on
debt capital usually expressed as the nominal
percentage ofthe amount loaned or invested. Interest
itsclfhas been defined by Stanlake and Grant (1999)
as thc eamings ofcapital or the price which has to be
paid for the services of capital. Chang and Huang
(1998) believe that interest rates provide an
indication of the availability and cost of capital and
are considered as predictors ofeconomic conditions.
Onodugo (1998) analysed the nature of interest rate
as a detcrminantof investmentand concluded that:

"The general acceptable view i.t lhqt the key
deterninant of rhe level of invtstment is the rate o1'
interest. This thinking is only logical and right in that
the rate ofinterest is the cost ofborrowing inveslment
capitaL So the higher the cost of this capital, the
lower the amount to be boryowed and lhis decreases
inveslment. The lower the cost oJ lhis capital on the
other hand, the more eager business investors would
want to borrow and slbsequently, increase in
itxveslment"
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Intercst rates and their structure are of primary

importance in the financial markets as they affect
capital movements, savings, investment and

consumption decision (Ukeje et aI,2004). Inlerest
ratcs are influenced by monetary policy which is

formulated based on the demand and supply offunds
(Gc,2009). Previous empirical studies have used

intercst rates as a demand-side variable to examine

office rental movcr.nents (Giussani et al, 1993;
D'Arcy e/ al, 1994 Keogh et al, 1998; Hui and Yu,

2006; Boon and Higgins, 2007). However, high
intcrest rates will discourage office property

development dccisions with rcsultant negative

impact on office space supply. Consequently, an

incrcase in office space demand with reduction in
office spacc supply will result in increase in office
property rents.

Suppll'Factors
Variation in office property rents reflect changes in
market conditions caused by interaction of dcmand
and supply variablcs (D'Arcy el al 1999). Supply-
side variables utilised in previous empirical studies

includc officc building output (Tsolacos, 1995);

changcs in existing offrce floor stock (Shilling el a/,
1987; Gardiner and Hennebeny, 1989; RICS, 1994;

Hcndcrshott et al, 1998 D'Atcy et al, 1999) and

vacancy ratc (Hekman, 1985; Shilling et al, 198'7;,

Glascock et al, 1990; Wurtzebach et al, l99l1,
Sivitanides, 1997), However, the use ofvacancy rate

as a supply-side variable in cxplaining oflice rental
movemcnts is mostly found in studies conducted in
the Unitcd Statcs of America (Hekman, 1985;

Glascock et al, 1990; Sivitanides, 1997). The basic
prenise of most of these studies as summarised by
Sivitanides (1997) is that, rent changes in the

commercial realestate rnarketare triggered by excess

demand or excess supply, as measured by the

deviation of the prevailing vacancy rate from a

"nahrral" or "structural" vacancy rate.

Rosen and Smith (1983) defined natural vacancy
rate in a manner analogous to the natural
unemployment rate as thc vacant stock required to

facilitate the search needs of tenants looking for
offrce spacc as well as the search needs of landlords
looking for tcnants . According to Shilling el a/
(1987) it is defined as the optimal inventory ofvacant
units that maximizes landlords' anticipated profits
and, as such, it depends on their expectations with
respect to offrce space demand and the marginal cost

ofholding vacantunits. As suggested by D'Arcy et al
(1999), vacancy variables can be considered as

endogehous variables in office rent equations. This
implies that they are simultaneously determined by
other common variables (Wheaton and Toto, 1988;

Boon and Higgins. 2007).

Vacancy rates have been identified by numerous
researchers as a key variable linked to rent cycles and

building cycles. Whcaton and Torto (1988) analysed
national office data for the period between 1968 and
1986 and found a clcar indication that officc vacancy
rates and real rents were cyclical. The peaks and

troughs of the real rent cycle lagged the trough and

peak, respectivcly, ofthe vacancy rate cycle by about

onc year. Thcy suggested that both tcnants and office
managers apparcntly recognized the need for rcal
rent adjustments in response to vacancies above and

below the structural (natural) vacancy rate.

In the United States, the natural vacancy rate was
aboutT.5Yo in 1968, but by 1988 it had increased to
nearly 12%0. Wheaton and Torto (1988) extensively
documented evidence ofreal estate cycles, but citcd
thc failure of existing explanations to provide a

satisfactory answer for the boom-and-bust bchavior
in real estate markets. The severity ofthe boom-and-
bust cycle has been attributed to developers lagging
optimum timing, building too late in the boom, and

continuing to build into thc bust (Wheaton and Torlo,
1988).

In his study, Chinloy (1996) established the linkage
betwecn production and absorption of apartment
units to prices and rents of both existing units and

new construction in a thcoretical construct. His
model showed that when builders' under-forecast
rent increascs, unexpected excess rctums trigger
construction. He argued that apartment market rents
depend on the behavior of the vacancy rate cycle,
which affects new supply and concluded that rent
adjustments were sluggish to return to equilibrium
after a macroeconomic shock. Other distinct supply-
side variables utilised in previous empirical studies
include yield rate (Hui and Yu, 2006) and
construction costs (Boon and Higgins, 2007).

Fufihermore, majority of the previous studies
acknowledge data limitations with respect to supply-
side variablcs. In some studies, supply-side variables
are excluded due to data non-availability (Giussani el
al, 1993; D'Arcy et al, 1997b and Yusof, 2001).
Although previous empirical studies demonstrate
that ofhce floor space has significant effect on offtce
rental markets, they find it less influential than

demand-sidevariables (Hekman, 1985; Gardinerand
Henneberry, 1989; RICS, 1994; Keogh et al, 19981,

D'Arcy et al, 1998).

In general, supply-side variables identified and

utilised in all previous studies rcviewed are limited to
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those which data are available and reliable with
rcspect to thc study period and the study area. In
studies conducted in emerging commercial property
markets such as thc Asian o{ficc propcrty marketi,
ccrlain supply-side variablcs rvere excluded due to
lack of reprcsentative data or incomplcte data serics
and othcrs replaced rvith available supply-sidc
proxies (Hui and Yu, 2006: Boon and Higgins, 2007).

Methodology and Data
This study utiliscd primary and secondary data. The
primary data basically comprise rental data of
commercial properties in the study area. These
include annual data on rental levels for officc
properties under study for the pcriod 20Ol - 2012 and
thcir spccific characteristics, occupancy levels and
property floor stock. Secondary data for the study are
mainly data on -uc.o-"corro-ic indices in Nigeria
for the period 2001 -2012. Thcse macro-cconomic
inclices are inflation rate, intercst rate on rcal estate
loans, intcrest rate on commercc, Monetary policy
Rate (MPR), Gross Developmcnt product (GDpj,
Unemploynent rate, and Employmcnt Rate. Based
on the aim ofthe study, only commcrcial investment
properties wcre sclected for data collection for thc
study as they constitute the only class of commcrcial
properties which rcnts are paid to occupy thcm and
such rcnts undergo changes in form of rental
adjustment or rental groMh. These properties are
mainly office propcrties in Minna. The rental data
were obtained from estate surveying and valuation
firms which are active in the commercial property
market in the city. Frankforl-Nachmias (1996) model
was uscd to quantitativcly determine the sample size
for each of the commercial arcas under studv as
follows:-

Txble.l: Dislricls, \umberofOffice propcrticr rrirh Rcquircd Dlltatrd Number ofOffice Properricr \amplcd in lhe srudr aica

Number of Office Propertics Number of Olfice Propcrties

GarkiArea I

GarkiArea 2

GarkiArea 3

GarkiArea 7

GarkiArea 8

GarkiArca l0
CarkiArea ll

Tolal

41

38

43

42

47

44

303

l2E

19

96

t06
98

l3l
t08

146

Results and Discussion
Rental trend lor the office properties under study was
established through the rental index, constructed
based on the weighted rent/m':ofoffice properties in
the commercial property markets selected for thc
study. The rental index was constructed using 2001 as
the base year as presented in Table 3. Thclesult of
rcntal indcx analysis for office propcrlies in the
various commcrcial property sub-markets in the
study area indicates upward trend in rental values of
office propefiies in the city within the study pcriod.
Annual rental growth rates were determined for the
propertics under study for the period, 2001 _ 2012.
The annual rcntal growth rates werc detcrntincd
bascd on the rental growth factor for office properties
for each year under study. The rental growthfactor
for office properties in all commercial property sub_
markets in Garki area ofAbuja for the perioa, iOOt_
2012 is 1.0944 - L 10879. This represcnts an avcrage
rental growth rate of 9.44%o - 10.g9% for the stuJv
period as presented in Table 2. Thus, although office
properties in all the commcrcial areas expericnced
upward rental changes during lhc study pcriod, the
srze ol-thc rental change was higher in Garki Area I
(10.88%) than in any other commercial area within
thc studyarea.

Table 2: office Rental Change, Rental Growth Factor and Average Rentar Growth Rate for office
Properties in the Study Area s ,2001 - 2012

Commercial Prope.ty
Market Factor Growth-Rate 1Zo;

1.1334

1.t229
1.0368675

0.9926
I .1053856

1.0850867

Jacancyrates foro-ffice properties-in the studyarea for the period,200l -2012 wcre detennined as presentcd inTable 4 This was based on the officc space data for the study aiea.. uu".o".oro*i"'a-ui"-Ji"".i.a ro, trr"study were bascd on the macroeconomic variables identificd from the existing literature ,"ri.*"0 to. tt 
"study These variables include interest rate on gencral commerce, interest rate o"n rcaL..irt. rour., irrnrtio,

Garki Area 2
Garki Area 3

Garki Area 7
Garki Area 8

Garki Area l0
Garki Area I I

0.1030388

0.1020856

0.09426
0.0902

0. 1004896

0.0986

L 1085

1.1015

1.0988

1.0944

1.1057

1.10361

10.85

10.75

9.88

9.44

10.57

10.31
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Table 5: Result of Sta
Variable

Test for Data Series utilised for the stu
Computed ADF Statistic Critical ADF Statistic

at a = 0.05
A A Office Vacancy Rate (Carki Area l)
A A Officc Rent (Garki Arca 1)

A A OfIice Vacancy Rate (Garki Area 2)
A A Office Rent (Garki Area 2)
A A Office Vac ancy Rate (Garki Area 3)
A A OfTice Rent (Garki Area 3)
A A Officc Vacancy Rate (Garki Area 7)
d A Office Rent (Garki Area 7)
A A Office Vacancy Rate (Garki Area 8)
A A OfIic e Rent (Garki Area 8)
A A Office Vacancy Rate (Garki Area l0)

A A Office Rent (Garki Area l0)
A Officc Vacancy Rate (Garki Area ll)
A A Office Rent (Garki Area 1l)
A Intercst Rate on General Commcrce
A Interest Rato on Real Estate Loans
A Inflation Rate
A Monetary Policy Rate
A Unernployment Rate
A Exchange Rate
A Real GDP Growth Rate

4.4599
-5.5894
-2.s967
-2.4264
-3.921s
-6.6829
-1.2038
-7.0612
-2.8950
-5.6130
-2.1684
4.2696
-3.4702
4.2016

-6.000
-5.8631
-5.4785
-2.8953
4.9116
-3.190s
4.4665
-6.4692

-t.979t
-1.9835
-1.9835
-1.9835
- 1.9835
- 1.9835
- 1.9835
-1.9835
-1.9835
-1.9835
-1.9835
-1.9835
-1.9755
- 1.9835
-1.9791
-1.9791
-1.9791
-1.979t
-1.9791
-1.9791
-1.9791
-1.919rLevcl

Thc computedADF statistics are less than the critical
valuc at 0.05 lcvel as presented in Table 5. The
irnplication ofthis is that, the time series data on the
variables utilised for the study are suitable for
rcgression analysis. Also, based on the stationary
nature of the time series data utilised for the study,
Granger causality test was applied to the data to
assess the causal linkage between the explanatory
variables explorcd for the study and office rental
movements in the commcrciaI propertymarket under
study.

The rcsult ofthe Granger causality tcst revealcd that
among all the explanatory variables explored for the
study, only real GDP growth, vacancy ratc and
inflation rate were found to have statisticallv
significant causal linkage to offrce rental movement's
in thc various commercial zones in the study area and
as such Grangcr cause office rental movements in thc
commercial property market in the area.
Consequently, explanatory variables with no
statistically significant causal linkage were dropped
while those with statistically significant causal
linkage were utilised to develop regression model for
oIfice property rents in the commercial property
markets under study. The regression analysis was
based on the theoretical framework of the

commercial 'property rent cquation in which
commercial property rent is assumed to bc a linear
function of dcmand and supply factors in thc
commercial property market. The results of the
regression analysis are prcsented in Table 6.

For Garki Area l, the Durbin-Watson Statistic for thc
model is 0.965. This is grcater than its critical valuc
at 0.05 level (0.658) and indicates that residual serial
correlation was not statistically significant in the
model. Again, thc collinearity statistics, that is,
Tolerance and Variance Inflation Factor (VIF) ar.c
within acceptable statistical limits. This indicates
that the prcdictor variables for thc modcl have no
problem of multicollinearity. Also, 88oZ variation in
office propcrly rents in the commercial property
market in Garki Area I is explained by the model.
Furthermore, rcal GDP growth and vacancy rate are
the main drivers ofrental change in thc commercial
property market in Garki Area l. Although inflation
ratc Grangcr causes office rental movements in the
area within the period under study, its influcnce in
predicting office property rents in the area is
insignificant. Thus, a unit increase in real GDP
growthwill produce 0.6627 increase in office rents in
Garki Area I whilc a unit increase in vacancy rate
will produce 0.2056 decrease in office rents in the
area. Also, a unit increase in inflation will produce
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The Dynamjcs of Office Renrs in GarkiArea ofAbu]a, Njgeria

0.05529 increase in office rents in the commercial
property market in Garki Area I, ceteris paribus.
This scenario is applicable to other commerCial areas
in Garki (Arcas 2 - I l) as depicted by the results in
Table 6. Thc significance of the regression models
was tested using F-test. The computed F-statistic for
the office rent model for office property rents in all

the commercial properly sub-markcts in (Garki)
Abuja is significant at p-value less than d.05 as
presented in Tablc 7. This implies that the office rcnt
model for thc various commercial areas undcr shrdy
fits the data utiliscd and as such can be uscd as a basis
for prcdiction of olficc propcrty rcnts in the
commercialproperty sub-markcts in the study area.

Table 7: Results of the Test for the Statistical Models
F-Statistic p - Value

ce ofthe
Commercial

Property
Market

Source
of

Variation

Mean
Square

Sum DF
of
uares

Garki Area I Model
Residual

Total

Model
Residual

Total

Model
Residual

Total

Modcl
Rcsidual

Total

1.44627
0.20106
t.64733

t.37943
0.41027
1.78970

1.40134
0.36054
1.76188

0.98518
0.29229
1.27747

0.92452
0.23 8 85
1.t6337
1.03625
0.29993
1.33617

0.99342
0.30028
t.29370

0.48209
0.02513

3

8

ll
19.18

8.97

10.36

8.99

0.0061

0.0039

0.0061

0.0040

0.0057

0.0064

Garki Arca 2

Garki Area 3

Garki Area 7

Garki Arca 8 Model
Residual

Total
Garki Area l0 Model

Residual
Total

Garki Area I I

3 0.45981
8 0.05128
1t

3 0.467 t 1

8 0.04507
ll

3 0.32839
8 0.03654
t1

3

8

1l
3

8

lt

0.30817
0.02986

0.34542
0.037 49

0.331l4
0.03754

10.32

9.21

Model
Residual

Total

3

8

l1

8.82

Conclusion
Rcal GDP growth and vacancy rates arc the
significant drivers of office rental change in the
commcrcial property market in Garki area ofAbuja.
Theoretical)y. real GDp growrh is an olfice spacc
dcrnand factor while vacancy rate is a major lactor
Ioroltrce spacc supply.

In addition, sustained commercial property rental
performance in the arca also impliei enhanced
annual or ratcablc values of commercial properties
for tenement rate purposes. Such property iax in
Abuja can generatc huge revenuc to ihe gor"*m"rt
ifproperly hamessed. Therefore, the Fed-eral Capital
Territory Administration through its relevant
agencics should reform the urban property tax laws

and policies to makc thcm cffective and e{ficient in
hamessing the huge tax benefits of sustained
commercial property rental growth in this area ofthe
clty
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