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Real estate is a lucrative
investment portal. How-

- ever, it could turn nasty
should one make a small
slip. Lilian Nanyunja, a
data transformation con-
sultant at the Real Estate
Institute of East Africa,
spoke to Business Daily's
Joan Salmon about the
nuts and bolts of East Afri-
ca's real estate industry.

* Across East Africa today, which
rental property segments arede-
livering the strongest returns?

Across East Africa, rental property
performance is increasingly segment-
ed, with certain asset classes signifi-

" cantly outperforming traditional buy-
to-let housing.

At the top end, professionally man-
aged short-term and serviced apart-
ments are currently delivering the
strongest headline returns. In parts
of Nairobi and Kampala, investors re-
port annualised returns of between
15 and 35 percent. The recovery in re-

. gionaltourism,growth in business trav-
el and steady diaspora dernand for flex-
ible, furnished accommodation have
strengthened occupancy and nightly
rates. High-demand neighbourhoods
such as Westlands and Kilimani in Nai-
robi, and Nakasero and Kololo in Kam-
pala,are artive.

Industrial and logistics assets rank
next,generating yields in the 10-15 per-
cent range in port-linked cities such as
Dar es Salaam and Mombasa. Port ex-
pansion, e-commerce growth and ris-
ing intra-Africun trade have driven de-
mand for modern warehousing. Com-
pared with residential rentals, logis-
tics properties benefit from longer leas-
es, occasional dollar-denominated con-
tracts and lower tenant turnover.

, Purpose-built student accommoda-
tion (PBSA) remains one of the most
resilient and institutionally attrac-
tive segments, typically delivering
gross yields of 8-12 percent. In Nairo-
bi, Acorn Holdings has scaled this mod-
el through branded student residenc-
es and REIT structures, reporting high
occupancy levels amid chronic under-
supply of universitymanaged housing.
Similar dynamics are visible in Kam-
pala, where private hostels and insti-

* tutional projects are responding to sus-
tzined enrolment growth.

Prime urban residential suburbs con-
tinue to offer relatively strong returns
by global standards: B-10 percent in
Kilimani and Westlands; 7-9 percent
in Nakasero and Kololo; and 8-12 per-
cent in Masali and Oyster Bay in Dar es
-1

dent 2 offers defen-
ncome and industrial proper-
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The balance between

risk, reward in E. Africa

Apartmentsin Kampala. Rental demand is being reshaped by demographic and lifestyle shifts, particularly among young
professionals aged 22-35. PHOTO/JOAN SALMON

ty provides long-lease stability, short-
term rentals are currently delivering
the highest potential returns, albeit
with greater operational intensity and
exposure to economic cycles.

When assessing a rental invest-
ment, what matters most: loca-
tion, yield, or tenant demand?

These three factors are interconnect-
ed. However, if one must take prec-
edence, tenant demand underpins
both location and yield.

Location remains fundamental.
Prime neighbourhoods in Nairo-
bi, Kampala and Dar es Salaam com-
mand stronger rents, lower vacancy
and berl.ercapata.l appreciation due to
proximity to business districts, univer-
sities and transport corridors.

Yield, meanwhile, attracts investors.
Gross rental yields across East Afri-
ca range from around 7 percent in es-
tablished suburbs to above 15 percent
in specialised segments such as ser-
viced apartments. However, headline
figures can be misleading if vacancy,
maintenance, management costs and
currency risk are not factored in.

Tenant demand is the engine. Sus-
tainable rental income depends on
a reliable pool of tenants willing and
able to pay For example, the resilience
of PBSA in Nairobi is tied to chronic
undersupply and rising enrolment.
Similarly, serviced apartments thrive

in business hubs because of consistent

corporate and diaspora demand.

Location drives demand, demand
sustains occupancy and yield is the
outcome. The most durable invest-
ments sit at the inlersection of all
three,

Returns on Investment

* Professionally managed short-lerm and
serviced apartments are currently
delivering the strongest headline returns,
In parts of Nalrobl and Kampala, investors
report annual returns of between 15 and
35 percent,

* Prima urban residential suburbs continue
to offer relatively strong returns by global
standards: 8-10 percent in Killmani and
Westlands;, T-9 percent In Nakasero and
Kololo; and 8-12 percent In Masakl and
Oyster Bay In Dar 3 Salaam,

= Gross rental ylelds across East Alrica
range fromarcund T percent in established
suburbs to above 15 percent in specialised
segments such as serviced apartments.
Haowever, headline figures can be

leading If vacancy, maint

management casts and :urimcy risk are
not factored in

Investment

Howis rental demand changing
with shifting lifestyles, remote
work andurbanisation?

Rental demand is being reshaped by
demographic and lifestyle shifts, par-
ticularly among young professionals
aged 22-35.

Incities such as Nairobi, Kampala and
Dar es Salaam, many in this cohort are
delaying home ownership due to high
borrowing costs and prefer renting
in well-connected areas close to work
and amenities. Flexibility and mobility
are prioritised over long-term commit-
ment.

Remote and hybrid working have fur-
ther influenced preferences. Tenants in-
creasingly demand reliable high-speed
internet, back-up power,secure environ-
ments and dedicated workspaces. Fur-
nished apartments, co-living arrange-
ments and developments with shared
amenities such as gyms and co-work-
ing lounges are gaining traction. Flexi-
ble lease terms are also valued.

‘Location drives demand,
demand sustains occupancy,
andyield is the outcome. The
most durable investments sit
at the intersection of all three.
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Urbanisation continues to expand
the renter base, as individuals relocate
for employment and education. Inthe
mid-market and affordable segments,
demand remains strong.

Short-term and serviced rentals are al.
50 benefiting fmm remote profession-
als, consultants and diaspora return-
ees seeking flexible accommodation.
The 22-35 demographic is now the core
driver of urban rental growth, shaping
expectations around technology, con.
venience and cormmunity living.

For first-timeinvestors, which
rental models offer the bast bal-
ance betweenlower risk and
steady returns?

For new investors, stability and pre-
dictability are often more important
than maximising yield.

Conventional long-term residential
rentals in established middle-income
suburbs rermnain one of the safest ep.
try points. In Mairobi, areas such as Kil
imani and South B offer yields of 7-9
percent with relatively low vacancy In
Kampala, neighbourhoods like Ntin.
da and Bukoto show similar stabilit
Dar es Salaam, districts such as
Beach maintain consistent oc

Purpose-built student accommoda.
tion also offers defensive returns, par-
ticularly when accessed through regu-
lated REIT structures. This allows inves-
tors to benefit from professional man-
agement and pooled risk rather than
developing and managing student hos-
tels independenthy.

Listed (Real Estate Investment Trusts)
REITs provide even broader diversifi-
cation, spreading exposure across mul-
tiple properties and tenants. Although
dividend yields may be more modest
than high-performing serviced apart-
ments, they are generally more stable.

Short-term rentals can deliver dou
ble-digit returns but require active

t and carry greater volatil
ity. For first-time investors without op-
erational capacity, conventional long-
term rentals in high-demand are:u.
main the most balanced approach.

What are the most common mis-
takes investors make, and how can
they be avoided?

One of the most frequent errors is
chasing headline yields without ac-
counting for vacancy and operating
costs. A property advertised at 15 per-
cent gross yield can fall szgm.ﬁmt
Iy once maintenance, service
management fees and downtime are
deducted.

Another mistake is investing in aver-
supplied micro-markets. Rapid apart-
ment development in certain suburbs
has periodically created ghuts, suppress-
ing rents despite attractive purchase
prices.

Mismatch between properry type and
tenant demographic is also commen.
Large luxury units in areas
by young professionals often face pro-
longed vacancies. Mid-market two-bed-
rOOM uUnits in commuter zones typical-

ly offer more stable occupancy
Overleveraging is another risk. With
lending rates in some markets exceed

ing 15-18 per cent, even modest inter-
est rate increases can erode net refums.
Conservative loan-to-value ratios and
stress-testing are essential.

Finally insufficient legal due diligence
— including title verification and zon-
ing compliance — can expose inves-
tors to eostly disputes, Professional legal
counsel and reputable property man
agement, though costing 5-10 per cent
of rental wicome, often protect far great-
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