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FOREWORD

Real estate has long been regarded as one of the most effective ways to build and
preserve wealth. In Kenya, property continues to play a central role in personal financial
planning, business growth, retirement security, and intergenerational wealth transfer. Yet,
despite its importance, many investment decisions are still driven by speculation,
incomplete information, or emotion rather than careful analysis.

At Avenue Valuers Ltd, we believe that successful property investment begins with
knowledge. Every informed decision—whether purchasing land, acquiring a rental
apartment, investing in commercial premises, or developing property—should be
grounded in sound research, financial analysis, and professional due diligence.

This handbook has been developed to bridge the gap between technical real estate
knowledge and practical investment decision-making. It is designed for first-time
investors, experienced property owners, developers, business owners, members of the
Kenyan diaspora, and anyone seeking to better understand how real estate can contribute
to long-term financial success.

Throughout these pages, we explore the principles that underpin successful property
investment. We explain how to evaluate opportunities, calculate returns, understand risk,
assess locations, conduct due diligence, and make investment decisions with confidence.
We also highlight common mistakes and provide practical tools that readers can apply
immediately.

While no investment is entirely free from risk, disciplined investors who combine
patience, research, and professional advice are better positioned to achieve sustainable
returns over the long term.

We hope this handbook becomes a trusted reference that supports your property
investment journey and helps you make informed, confident decisions in Kenya's

dynamic real estate market.

Avenue Valuers Ltd



ABOUT THIS HANDBOOK

This handbook is intended to serve as a practical reference for anyone interested in real
estate investment in Kenya. It combines industry knowledge, professional valuation
principles, and investment analysis into a single resource that readers can return to
throughout their investment journey.

Unlike publications that focus solely on buying or selling property, this guide takes a
broader view. It explains how successful investors think, how they evaluate opportunities,
how they manage risk, and how they build wealth through informed decision-making.

The handbook is organized into thematic sections covering the property market,
investment strategies, financial analysis, due diligence, risk management, financing, and
practical tools. Each chapter is designed to build on the previous one, allowing readers to
develop both foundational knowledge and practical skills.

Whether you are purchasing your first plot of land, expanding a rental portfolio, investing
through a company, or planning a long-term development project, the principles
presented here are intended to help you approach property investment with clarity,
discipline, and confidence.
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Foreword: Why This Book Exists

For decades, real estate in Kenya followed a simple philosophy: buy land and
wait. Investors acquired plots in emerging satellite towns and held them for years,
betting on infrastructure and urban expansion to drive value. That strategy
worked, for a time. In 2026, however, the market has fundamentally changed.

Today's investor is no longer patient in the traditional sense. They are intentional,
analytical, and, most importantly, yield-focused. The question is no longer, "How
much will this land be worth in 10 years?" It is now, "What is this asset earning
me today?".

This book is written for the discerning investor who understands that real estate
is no longer a game for the lucky—it is a science for the strategic. At Avenue
Valuers Ltd, we have spent over a decade at the intersection of valuation,
advisory, and real estate agency. We have seen the winners and the losers, the
opportunities seized and the pitfalls avoided.

This handbook distils that experience into a practical, data-driven guide. It is
designed to help you navigate Kenya's dynamic property market with confidence,
clarity, and precision.

Welcome to the new era of property investing.



INTRODUCTION:

The New Era of Real Estate Investing in Kenya

Kenya's property market is undergoing a structural transformation. The old rules
no longer apply. The speculative "buy and wait" approach that built fortunes for
earlier generations is giving way to a more sophisticated, performance-driven
investment paradigm .

The numbers tell the story. As Kenya moves through 2026, the prime residential
market has demonstrated stable growth, with the sales price index increasing by
5.63% year-over-year. Rental markets have shown consistency, with prime
residential rents growing by 7.96% year-on-year.

Yet this growth is uneven. While detached homes in affluent suburbs such as
Lavington, Karen, and Spring Valley continue to outperform on sustained demand
and limited supply, apartments in areas including Westlands and Upper Hill have
recorded price declines as new supply weighs on absorption rates. The
divergence is stark.

Source: HassConsult/EAPI Summit 2026

Nairobi Suburban Market Divergence - Q1 2026

Price Rent Rental
Segment .
Change Change Yield
Detached homes (Lavington, Karen,
_ Up 1.1% Up 1.3% 7.4%
Spring Valley)
) Price ]
Apartments (Westlands, Upper Hill) . Mixed Compressed
decline

Source: HassConsult, EAPI Summit 2026

At the same time, private developers are redirecting investments towards
commercial buildings as the government ramps up spending on affordable



housing. Data from Nairobi City County shows the value of approved non-
residential building plans rose 44.4 percent to Sh21.37 billion in the first quarter
of 2026. Commercial projects now account for 34.2 percent of the total value of
approvals, up from 24.4 percent a year earlier.

Commercial projects accounted for 34.2 percent of total approvals in Q1 2026, up
from 24.4 percent a year earlier and nearly four times the 9.3 percent share
recorded in Q1 2023.

What this means for you: The market has segmented. Success requires
precision, data, and professional guidance. The days of blind speculation are over.



Part One: Understanding the Kenyan Real Estate
Market

Chapter 1: A Historical Perspective on Kenya's Property
Market

Kenya's real estate market has been one of the world's best-performing over the
past quarter-century. Since 2000, residential property prices have soared by an
astonishing 425%—more than quintupling in value and outstripping the U.S.
(201%), France (151%), and Singapore (122%).

This performance was driven by several structural factors:

Demographic dividend: Kenya's youthful, rapidly urbanizing population has
created sustained demand for housing

Cash-based ownership: Less than 2% of homes are mortgage-financed, creating
remarkable market resilience

Land scarcity: Fixed supply of land in desirable locations has driven long-term
appreciation

Infrastructure investment: Major projects like the Nairobi Expressway and SGR
have opened new value corridors

However, the market has matured. The double-digit annual appreciation that
characterized the 2000s and early 2010s has moderated. Investors who bought
land in 2021 for speculative flipping are now facing negative equity in some
segments.

Chapter 2: The 2026 Market Landscape—Where We
Stand Today

As of mid-2026, Kenya's real estate market presents a nuanced picture of
opportunity and risk.



Key Market Indicators (2025/2026)

Metric

Total building plan approvals (Q1 2026)

Commercial approvals growth (YoY)

Residential approvals change (YoY)

Government housing expenditure (FY2025)

Prime residential sales price growth (YoY)

Prime residential rent growth (YoY)

Suburban rental yield

The Divergence Story

Figure

Sh62.44 billion

+44.4%

-10.3%

Sh79.03 billion

5.63%

7.96%

7.4%

Source

KNBS

KNBS

KNBS

Economic Survey

Knight Frank

Knight Frank

HassConsult

The 2026 market is characterized by sharp divergence across segments:

Winners:

Detached homes in prime suburbs: Lavington, Karen, Spring Valley—limited

supply, sustained demand

Commercial real estate: Offices, warehouses, retail centres—showing strongest

growth in approvals

Student housing: Structural undersupply, yields of 12-15%
Industrial and logistics: Grade A warehouses, 8-12% yields, long-term leases
Master-planned communities: Tatu City—16% annual land appreciation, 12-

16% rental yields



Challenged:

Luxury apartments in Kilimani: Oversupply, vacancy rates of 30-40%
Mid-market apartments in Westlands, Upper Hill: Price declines, absorption
challenges

Speculative land in non-growth corridors: Stagnant or declining values

Chapter 3: The Key Drivers Shaping Real Estate in
Kenya

Demographic Forces

Kenya's population stands at approximately 53 million people (mid-2025), with
over 75 percent below the age of 35. Nairobi alone is projected to reach 6.5
million people by 2030, according to UN-Habitat.

This youthful demographic is urbanizing rapidly. Areas such as Ruaka, Athi River,
and Ngong are prime beneficiaries of this migration. Today's young professionals
want smart apartments with Wi-Fi, proximity to work, and amenities such as gyms
and rooftop lounges.

Government Policy

The Affordable Housing Programme has become one of the fastest-growing
areas of public expenditure. Actual spending on housing nearly tripled to Sh79.03
billion in FY2025 from Sh25.49 billion a year earlier.

The programme has attracted more than one million registrations on the Boma
Yangu platform, reflecting strong demand for home ownership. By May 2026,
277,281 housing units were either under implementation or had been completed.

However, the aggressive public-sector push into housing coincides with growing
caution among private residential developers facing elevated construction costs,
expensive financing, and concerns over household purchasing power.



Interest Rates

The Central Bank Rate (CBR), which stood at 9.75 percent as of June 2025, has a
direct bearing on affordability of mortgages. With mortgage rates ranging
between 12% and 15%, any asset yielding below that becomes a liability.
Investors can no longer afford to "hold and hope." The numbers must work from
the outset.

Infrastructure Investment

The government's ongoing focus on infrastructure has opened up previously
inaccessible areas for real estate development. The Talanta Sports City Stadium—
a 60,000-seat FIFA-compliant arena—is expected to influence real estate and
commercial activity in surrounding areas. The Dongo Kundu Special Economic
Zone (SEZ) along the coastal region has recorded progress with lease
agreements, attracting investors in logistics, manufacturing, and trade.

Chapter 4: Investment Hotspots to Watch in 2026 and
Beyond

Real Estate Hotspots

Nairobi Prime Suburbs: Lavington, Karen, Spring Valley—sustained demand for
detached homes with limited supply

Satellite Towns: Juja, Ngong, Kiambu, Ruiru—benefiting from migration
patterns, strengthening rental demand

Growth Corridors: Along the Nairobi Expressway, SGR extension to Kisumu and
Malaba—infrastructure-driven value creation

Coastal Belt: Diani, Watamu—driven by remote working, retirement relocation,
and international buyers



Sectoral Hotspots

Student Housing: Universities along Thika Road and Waiyaki Way—structural
supply gap

Industrial & Logistics: Mombasa Road, Eastern Bypass—regional trade gateway
position

Data Centres: Multiple subsea cable landings in Mombasa, strong tech
ecosystem in Nairobi—emerging as key hub

Affordable Housing: Government-backed projects—policy-aligned investment
opportunities

Commercial Property: Offices, warehouses, retail centres—private developers
shifting focus

Part Two: The Investment Case for Real Estate

Chapter 5: Why Real Estate Still Soars—The Numbers

Despite the challenges, the numbers demonstrate that real estate remains one of
Kenya's most powerful wealth-building tools.

Why Real Estate Remains a Compelling Investment:

. Long-term appreciation: 425% growth since 2000 speaks to the long-term value
of land and property

. Inflation hedge: Land is a fixed asset that appreciates over time, outpacing
inflation

. Cash flow generation: Rental income provides consistent, predictable returns

. Tangible asset: Unlike stocks or bonds, you can see, touch, and use your
property

. Leverage: Access to mortgage financing magnifies returns

. Tax advantages: Capital gains tax exemptions for primary residences, tax shields
on REITs

. Demand drivers: Rapid urbanization, growing middle class, housing deficit of 2
million units



Sector-Specific Returns (2026)

Rental Capital Total
Segment ) o
Yield Appreciation Return
Student Housing 12-15% 5-8% 17-23%
Grade A Warehousing 8-12% 5-10% 13-22%
Prime Residential
7.4% 6.17% 13.57%
(detached)
Master-Planned
B 9-16% 16-18% 25-34%
Communities
Commercial (Grade A
] 8-9% 5-10% 13-19%
office)
Land (growth corridors) N/A 12-15% 12-15%

Sources: Knight Frank, HassConsult, Crystal Pearl Real Estate, Tatu City

Chapter 6: The Shift from Speculation to Yield-Focused
Investing

At the core of the 2026 market shift is a simple reality: cash flow matters more
than ever. With financing costs still high, assets that cannot sustain themselves
are losing appeal. Investors are moving away from speculative appreciation and
toward income-generating properties that can pay for themselves from day one.

The Key Metric Driving This Shift: Rental Yield



Rental yield—annual rent divided by total investment cost—has become the new
benchmark for decision-making. The numbers tell a clear story. While capital
appreciation in prime Nairobi areas has stabilized at around 8% to 12%, targeted
rental segments are quietly delivering 10% to 15% returns.

Why This Shift Is Happening Now

. The cost of money has changed: With mortgage rates at 12-15%, any asset
yielding below that becomes a liability

. The market has matured: The era of rapid land speculation is fading. Today's
market is driven by utility—what people are willing to pay to live, work, or
operate in a space

. Liquidity is king: In an uncertain economic climate, monthly income matters.
Rental yield provides liquidity, stability, and control—advantages that
appreciation alone cannot offer

. Institutional capital demands performance: The listing of Africa Property
Logistics (ALP) REIT on the NSE—the first industrial and USD-denominated REIT
on Kenya's bourse—reflects growing demand for income-producing assets

What This Means for the Modern Investor

The 2026 investor is no longer just a landlord. They are a portfolio manager,
balancing risk, return, and cash flow across asset classes. They ask sharper
questions, run more precise numbers, and prioritizes sustainability over
speculation.

Real estate is no longer about waiting. It is about positioning. It is about
performance. And above all, it is about cash flow that works for you now, not
promises for the future.

Chapter 7: Residential Property—The Bedrock of
Wealth Creation

The Prime Residential Market

The prime residential market demonstrated stable growth during the first half of
2025, with the sales price index increasing by 5.63% year-over-year. Rental
markets showed consistency, with prime residential rents growing by 7.96% year-
on-year.



Source: Knight Frank Africa Report 2026/27

Prime Residential Performance 2025

Market Sales Price Growth Rental Growth
Kenya 5.63% 7.96%
Suburban Nairobi 0.17% 4.05%

Source: Knight Frank Africa Report 2026/27

The sustained performance underscores continued demand from high-net-worth
individuals and expatriates, particularly for well-priced properties in prime
locations.

Detached Homes vs. Apartments
Detached Homes in Lavington, Spring Valley, Karen:

7.4% rental yield
Sustained demand, limited supply
1.1% price growth in Q1 2026

Apartments in Westlands, Upper Hill:

Price declines as new supply weighed on absorption rates
Growing concerns about saturation in Nairobi's mid-market residential segment

The Residential Opportunity

For investors willing to do the work, residential property remains a powerful
wealth-building tool. The key is selectivity. Focus on:

. Prime detached homes in suburbs with sustained demand and limited supply
. Satellite towns benefiting from migration (Juja, Ngong, Kiambu)
. Affordable housing—government-backed units with strong demand



4. Serviced apartments in high-demand areas (Westlands, Kilimani)

Chapter 8: Commercial Real Estate—The New Frontier

Private property developers are redirecting investments towards commercial
buildings as the government ramps up spending on affordable housing.

The Numbers:

Data from Nairobi City County shows the value of approved non-residential
building plans rose 44.4 percent to Sh21.37 billion in the first quarter of 2026.
Commercial projects now account for 34.2 percent of the total value of approvals,
up from 24.4 percent a year earlier.

Commercial vs. Residential Approvals - Q1 2026

Segment Value YoY Change Share of Total
Commercial Sh21.37 billion +44.4% 34.2%
Residential Sh41.06 billion -10.3% 65.8%

Source: KNBS via Business Daily

The Flight to Quality

The office market is being reshaped by a "flight to quality,” where multinational
firms abandon ageing office blocks in favour of environmentally compliant Grade
A buildings with flexible workspaces and lifestyle amenities.

Prime office occupancy in Nairobi has risen to about 80% this year, while rents for
premium office space have stabilized at roughly US$ 13 per square metre per
month.

However, older office developments are struggling with elevated vacancy levels.
The arrival of nearly 2.5 million square feet of additional office supply between



2027 and 2028 is expected to intensify pressure on landlords with ageing stock,
likely triggering refurbishments and mixed-use conversions.

Retail Property

Developers are increasingly focusing on smaller neighbourhood retail centres
anchored by supermarkets, pharmacies, food outlets and essential services as
consumers embrace e-commerce, convenience shopping and last-mile delivery
models.

Chapter 9: Land Investment—The Ultimate Inflation
Hedge

Land remains one of the most rewarding long-term investments in Kenya's
economy, outpacing bonds and savings accounts. The Hass Land Index
demonstrates that land in Nairobi's 14 satellite towns has appreciated by 13.23
times since 2007, outpacing Nairobi's 18 traditional suburbs, where prices rose
7.4 times.

The lesson is clear: land remains the ultimate inflation hedge in Kenya's economy.
However, the era of uniform appreciation is over. Success now requires selecting
the right corridors.

Land Investment Strategy 2026:

. Target growth corridors—areas benefiting from infrastructure investment (SGR,
Expressway, bypasses)

. Consider satellite towns—Juja, Ngong, Kiambu, Ruiru, Athi River—migration-
driven demand

. Avoid speculative hotspots—areas where prices have already peaked

. Consider formalized informal settlements—KISIP 2 projects have seen land
values increase by up to 1,200%



Chapter 10: Alternative Real Estate Segments

The Rise of Alternative Real Estate

Knight Frank notes that alternative real estate growth is supported by student
housing, healthcare facilities, affordable housing projects, and public-private
partnerships. As 2026 progresses, these segments offer diversified opportunities.

Alternative Real Estate Segments to Watch:

. Student Housing: Structural undersupply, yields of 12-15%

. Healthcare Real Estate: Clinics, hospitals, medical offices—growing demand
. Data Centres: Fastest-growing infrastructure segment, double-digit growth
projected through 2030

. Affordable Housing: Government-backed PPPs

. Digital Infrastructure: Fibre connectivity, edge computing facilities

Part Three: The Hidden Opportunities

Chapter 11: Student Housing—The Underrated
Goldmine

Purpose-built student accommodation is emerging as one of the most reliable
high-yield investments. With the expansion of universities along Thika Road and
Waiyaki Way, demand for secure, well-managed housing continues to outpace

supply.
The Numbers:

A well-designed 10-room student property can generate between Kshs. 960,000
and Sh2.1 million annually, translating to yields of 12% to 15%. This is not just an
opportunity; it reflects a structural demand gap.

Recent Developments:

KCA University broke ground on its Sh7 billion masterplan in 2025
University of Nairobi is advancing a 4,000-bed Purpose-Built Student
Accommodation project under a PPP model
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Acorn Investment Management Limited (AIML), owner of Qwetu student housing,
reported a 32% rise in half-year profits to Sh457 million

Investment Strategy:

Target universities with expanding student populations

Focus on security, amenities, and proximity to campus

Consider purpose-built facilities rather than converted residential properties
Partner with universities through PPP arrangements

Chapter 12: Industrial and Logistics Real Estate

Industrial real estate is quietly proving to be one of the most stable and scalable
sectors. As Kenya strengthens its position as a regional trade hub, demand for
warehousing—especially along Mombasa Road and the Eastern Bypass—
continues to rise.

The Opportunity:

Grade A warehouses serving e-commerce and FMCG players are delivering 8% to
12% yields, supported by long-term leases and relatively low maintenance costs.
It may not be glamorous, but it is consistent, and in today's market, consistency is
power.

Key Drivers:

Regional trade integration

Expansion of manufacturing within Special Economic Zones (SEZs)
E-commerce and last-mile delivery growth

Kenya's position as East Africa's logistics gateway

Investment Strategy:

Target industrial parks and SEZ-linked areas

Focus on Grade A warehouses with modern specifications
Consider build-to-suit facilities for multinational tenants
Secure long-term leases for predictable cash flow
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Chapter 13: The Short-Stay Economy

The notion that the Airbnb market is saturated is misleading. In reality, the wrong
properties are saturated; the right ones continue to thrive. Success comes down
to "location within a location".

The Numbers:

A one-bedroom apartment in Westlands, within walking distance of key business
and lifestyle hubs like GTC or Sarit Centre, can command around Kshs. 7,500 per
night. With proper management and occupancy above 45%, these units are
delivering yields of 10% to 15%, outperforming long-term leases.

Investment Strategy:

Focus on prime locations—Westlands, Kilimani, Karen

Professional management is critical (this is no longer passive investing)
High-quality amenities and finishes

Understand the operational demands and regulatory environment

Chapter 14: Master-Planned Communities

Master-planned communities are delivering some of the strongest returns in the
market. Tatu City reports that land has appreciated by approximately 16% per
annum, while completed homes are seeing about 18% capital appreciation.
Rental yields for unfurnished units are up to 9%, while furnished homes are
achieving between 12% and 16%.

Why Master-Planned Communities Work:

Integrated governance and management

Reliable infrastructure (water, sewer, roads, power)
Amenities (schools, retail, healthcare)

Security

Institutional-grade management

Investment Strategy:

. Consider Tatu City for established performance

Research emerging master-planned communities
Assess governance structures and management track record



Chapter 15: The Coastal Property Market

Kenya's coastal land market has emerged as a distinct investment segment,
delinked from wider national economic trends. A Hass Consult Coastal Land Price
Index covering 12 coastal towns found that land prices in affluent areas like Diani
and Watamu skyrocketed by 70% since 2020 .

The Drivers:

Remote working

Retirement relocation

International buyers (first discovered as tourists)

"Beauty premium"—areas with the widest beaches command premium prices

Investment Strategy:

. Focus on Diani and Watamu

. Consider tourism-linked property (hotels, holiday homes, short-stay)
. Understand seasonal demand patterns

Part Four: The Numbers—Valuation and Financial
Analysis

Chapter 16: Understanding Property Valuation

At Avenue Valuers Ltd, we understand that accurate valuation is the foundation
of smart investing. Whether you are buying, selling, or holding, knowing the true
value of your property is essential.

Types of Valuation:

Open Market Value: The estimated amount a property would sell for on the
open market

Forced Sale Value: The amount achievable in a distressed sale
Replacement Cost: The cost to rebuild the property

Fair Value: For financial reporting (IFRS compliance)

Why Valuation is Important:
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Avoid overpaying

Avoid underselling

Accurate financial reporting
Appropriate insurance coverage
Informed investment decisions

Chapter 17: Calculating Returns—Yields, Appreciation,
and Total Returns

Rental Yield

Rental yield = Annual rent + Total investment cost

Example:

Purchase price: Sh4.5 million
Monthly rent: Sh30,000
Annual rent: Sh360,000
Gross rental yield: 8%

Total Return

Total return = Capital appreciation + Rental yield
Example:

Rental yield: 8%

Capital appreciation: 6%
Total return: 14%

What is a Good Return?

In 2026, with mortgage rates at 12-15%, any asset yielding below that becomes a
liability. Target properties that deliver net positive cash flow from day one.



2026 Benchmark Returns:

Segment Target Total Return
Student Housing 17-23%
Industrial/Logistics 13-22%

Prime Residential 13%+

Master-Planned Communities 25-34%

Commercial Grade A 13-19%

Chapter 18: The True Cost of Property Ownership

Physical ownership involves substantial costs often overlooked in marketing
brochures:

Transaction Costs:

4% stamp duty on property value (urban areas)
2% stamp duty (rural areas)

Legal fees: 1-2% of property value

Surveyor fees

Valuation fees

Agent commission

Ongoing Costs:

Annual service charges
Maintenance and repairs
10% rental income tax
Security costs

Insurance



The Total Cost of Ownership:

Cost Type Typical Rate
Stamp Duty (urban) 4%

Stamp Duty (rural) 2%

Legal Fees 1-2%
Annual Service Charge Varies
Rental Income Tax 10%

Maintenance

1-3% of property value

Chapter 19: Financing Your Investment

Mortgage Financing

With mortgage rates ranging between 12% and 15%, the cost of borrowing is
significant. However, for investors who can achieve yields above these rates,
leverage can magnify returns.

Current Mortgage Environment:

o Central Bank Rate: 9.75% (as of June 2025)
o Average mortgage rate: 12-15%

Alternatives to Debt Financing

1. REITs: Lower entry requirements, no debt financing required



2.
3.
4.
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Partnerships and syndications: Pooling capital with other investors
Vendor financing: Payment plans with developers (often for off-plan)
Government-backed schemes: Affordable Housing Programme financing

Chapter 20: REITs—The Accessible Alternative

For investors seeking liquidity and lower entry thresholds, Kenyan REITs offer a
compelling alternative to physical property ownership.

What is a REIT?

A REIT is a regulated investment vehicle that pools money from many investors to
buy and manage income-generating properties, then distributes the rental
income back as regular dividends. It lets you own a share of a building the same
way you would own a share of a listed company on the Nairobi Securities
Exchange, starting from as little as KSh 129,000.

How REITs Work in Kenya:

Professional manager acquires and runs real estate assets

Properties generate rental income

After operating costs, REIT distributes the majority of income to unit holders
Listed REITs trade on the NSE, providing liquidity

Kenya REITs Regulatory Framework:

Kenya adopted REITs in 2013 under the Capital Markets (Real Estate Investment
Trusts) Regulations, becoming the third African country to formalize the asset
class after Ghana and Nigeria. The Capital Markets Authority (CMA) is the
regulator.

Key REIT Rules:

Mandatory distribution: I-REITs must distribute at least 80% of distributable
income
Tax advantage: Distributions are exempt from corporate income tax

Types of REITs:

. Income REIT (I-REIT): Owns already-built, tenanted properties—predictable

returns



2. Development REIT (D-REIT): Finances construction of new properties—higher

3.
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risk

Hybrid REIT: Combines both income and development components

Kenyan REITs in the Market:

REIT Type
ILAM Fahari I-REIT I-REIT
Acorn |-REIT I-REIT

D_
Acorn D-REIT

REIT
Laptrust Imara I-REIT [-REIT
TRIFIC Green USD I-REIT |-REIT

Africa Property Logistics (ALP)
REIT

[-REIT

Source: The Kenyan Wall Street, Business Daily

Why REITs Matter for Individual Investors:

Accessibility: Entry as low as KSh 129,000

Liquidity: Buy and sell units on the NSE

Focus

Commercial properties

Student accommodation

Student accommodation

development

Commercial properties

Special Economic Zone commercial

Industrial and logistics

Diversification: Exposure to multiple properties

Professional management: No property management responsibilities
Regular income: Quarterly or semi-annual dividends

Tax advantages: Exemption from corporate income tax
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Risks of REITs:

Market price volatility
Interest rate sensitivity
Property-specific risks
Regulatory changes
Leverage risk

Part Five: Navigating Risks and Legal Pitfalls

Chapter 21: The Liquidity Trap

Real estate is inherently illiquid. While you can sell shares on the NSE in T+3 days,
selling a property can take 3 to 12 months. In the current market, where buyers
are scarce and financing is expensive, the "time to exit" has increased.

The Liquidity Challenge:

Finding a buyer takes 3-12 months
Legal transfer process is slow
Market conditions affect selling price

Managing Liquidity Risk:

Hold properties for the long term (10+ years)
Diversify with REITs (liquid real estate exposure)
Maintain cash reserves

Avoid over-leveraging

Chapter 22: Title Fraud and Due Diligence

Land fraud remains a significant risk in Kenya. Cases of fraudulent property
transfers are deterring prospective buyers, especially first-time homebuyers.

Common Scams:

. Fake titles: Fraudsters create and sell fake title deeds

Impersonation: Fraudsters impersonate the registered owner
Double sales: Selling the same property to multiple buyers
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Forged documents: Falsified consent, powers of attorney

Due Diligence Checklist:

Conduct official land search at the Land Registry
Compare title deed to official register

Verify seller's identity and KRA PIN

Check for encumbrances (mortgages, caveats, cautions)
Verify spousal consent

Confirm LCB consent (for agricultural land)

Visit the property in person

Speak to neighbours

Engage independent lawyers and surveyors

Chapter 23: Understanding Land Laws and Regulations

Key Laws Affecting Property Ownership

. Constitution of Kenya 2010: Land is classified as public, private, or community

land

Land Registration Act 2012: Governs land registration and title

Land Act 2012: Regulates land administration and management
Matrimonial Property Act 2013: Requires spousal consent for property
transactions

Valuers Act (Cap 532): Regulates the valuation profession

Capital Markets (REIT) Regulations 2013: Governs REITs

Freehold vs. Leasehold

Type Duration Characteristics

Freehold Perpetual Full ownership rights

Leasehold Up to 99 years Limited term, lease renewal required
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Key Regulatory Bodies

Ministry of Lands: Title registration and searches
National Land Commission: Land administration
NEMA: Environmental approvals

County Governments: Land rates, zoning, approvals
Capital Markets Authority: REITs

Valuers Registration Board: Regulates valuers

Chapter 24: Tax Considerations

Capital Gains Tax (CGT)
15% CGT on net proceeds from sale of land, buildings, and unquoted securities
Primary residences may be exempt
CGT is paid by the seller

Stamp Duty

4% of property value in urban areas
2% in rural areas

Paid by the buyer

Rental Income Tax

10% of gross rental income

Paid by the landlord

REIT Tax Advantages

Distributions exempt from corporate income tax
Reduced withholding tax on dividends (5%)



N U AWN =

9.

10.
11.
12.
13.
14.

15.
16.
17.
18.
19.
20.
21.

22.

Chapter 25: The 50 Questions Every Property Buyer
Should Ask

Ownership and Title

Who is the registered owner?

May | see the original title deed?

What type of title—freehold or leasehold?

For leasehold, how many years remain?

Is the property free from encumbrances?

Has this property been sold before, and how many times?

If family land, has succession been completed?

Has a board resolution authorized the sale (for corporate sellers)?

Seller Identity and Authority

Can | see your ID and KRA PIN?

Does your spouse consent to this sale?

Are you selling on behalf of someone else?

If selling through an agent, do you have a valid agency agreement?
Is the company in good standing (for corporate sellers)?

Are you a citizen or foreign national? (For foreigners buying)

Legal and Regulatory Compliance

Has the property been approved for my intended use?

Are all building approvals in place?

Has the property received NEMA approval?

Is the land within a riparian reserve, road reserve, or utility corridor?
Have all land rates and government rent been paid?

Is Land Control Board (LCB) consent required?

If from an informal settlement, has it been formalized?

Location and Infrastructure

Can | physically access the property?



23.Is the land accessible to water, electricity, and sewer?
24. What is the quality of roads and infrastructure?

25. What is the neighbourhood security situation?

26. Are there upcoming government projects in the area?
27. Are there known disputes between neighbours?

28. Is the area prone to flooding or environmental hazards?

Financial Costs and Taxation

29. What is the total purchase price, and what does it include?
30. What is the stamp duty payable?

31. What are the legal fees and other professional costs?

32. Are there annual service charges or maintenance fees?

33. Who pays the Capital Gains Tax?

34.1s the property priced in line with market averages?
35.Can | pay in instalments or through financing?

Off-Plan Developments

36. Who is the developer, and what is their track record?

37. Does the developer legally own the land?

38. Does the project have all necessary approvals and permits?
39. What is the projected completion timeline?

40. What is the payment schedule?

41. What is the estimated monthly service charge?

Purpose and Future Planning
42. Why is the seller selling?
43. How long has the seller owned the property?
44. Does this property suit my future needs?
45. What is the resale or rental potential?
46. Is the property in a master-planned community?

Scam Prevention

47. Does the price seem too good to be true?



48. Is the seller pressuring me to make a quick decision?
49. Is the seller insisting on cash payment?
50. Does the seller have "a guy at Ardhi House"?

Part Six: The Investor's Toolkit

Chapter 26: Building Your Investment Strategy

Step 1: Define Your Investment Objectives

o Capital growth: Long-term appreciation

« Income generation: Regular cash flow from rentals
o Tax optimization: Minimizing tax liability

« Portfolio diversification: Spreading risk

Step 2: Assess Your Risk Tolerance
o Low risk: REITs, prime residential, Grade A commercial

o Medium risk: Land in growth corridors, affordable housing
o High risk: Off-plan developments, speculative land, D-REITs

Step 3: Select Your Segment

Based on your objectives and risk tolerance:

Type Objectives Risk

REITs Income, liquidity Low-Medium
Prime Residential Growth, income Medium
Commercial Income Medium

Entry Point

KSh 129,000+

High capital

High capital



Type Objectives Risk

Land Growth Medium
Student Housing Income Medium
Industrial/Logistics Income Medium-Low
Short-Stay Income Medium-High

Step 4: Conduct Due Diligence

Professional valuation
Land search

Legal review

Physical inspection
Financial analysis

Step 5: Execute

Negotiate price

Engage lawyers and surveyors
Complete transfer

Register your interest

Step 6: Monitor and Manage

Regular portfolio reviews

Property management (if applicable)
REIT performance monitoring
Market trend tracking

Entry Point

Variable

High capital

High capital

Moderate capital



Chapter 27: Due Diligence Checklist

Phase 1: Pre-Purchase

Confirm property location and access
Conduct preliminary market research
Set budget and financing strategy

Phase 2: Title Investigation

Obtain copy of title deed

Conduct official land search (Land Registry)

Verify seller's identity (ID, KRA PIN)

Check for encumbrances (mortgages, caveats, cautions)
Confirm freehold vs. leasehold and lease term

Verify succession (if family land)

Phase 3: Regulatory Compliance

Check zoning (residential, commercial, agricultural)
Confirm building approvals (if developed)

NEMA approval

County rates clearance

LCB consent (if agricultural)

Spousal consent

Phase 4: Physical Inspection

Visit property in person

Inspect condition (if developed)

Verify boundaries (surveyor)

Check access (road easements)

Assess utilities (water, power, sewer)
Speak to neighbours

Check for flooding or environmental risks
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Phase 5: Financial

Professional valuation

Budget for stamp duty (4% urban, 2% rural)
Budget for legal fees (1-2%)

Budget for surveyor fees

Budget for service charges and maintenance
Tax assessment

Phase 6: Legal

Engage independent lawyer
Review sale agreement

Verify transfer documents
Confirm CGT compliance (seller)
Confirm stamp duty payment

Chapter 28: Working with Professionals

Why You Need Professionals

Legal compliance: Land laws and regulations are complex
Risk mitigation: Professionals help you avoid costly mistakes
Market expertise: Access to market data and insights
Transaction efficiency: Streamlined processes

Key Professionals

Licensed Valuer: Property valuation, investment advisory

Advocate (Lawyer): Conveyancing, legal due diligence, transaction completion
Licensed Surveyor: Boundary verification, subdivision

Estate Agent: Property search, negotiation

Accountant: Tax planning, financial analysis

Property Manager: Ongoing management of income-producing properties
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How to Choose Professionals

Licensed and registered: Verify with relevant bodies (Valuers Registration Board,
Law Society of Kenya, Estate Agents Registration Board)

Track record: Ask for references and examples of past work

Transparency: Clear fee structure and communication

Independence: Avoid professionals with conflicts of interest

Experience: Specialized expertise in your segment

Conclusion: The Path Forward

The Kenyan real estate market in 2026 is a market in transformation, not decline.
The structural drivers of demand remain robust: rapid urbanization, a growing
middle class, a housing deficit of 2 million units, and Kenya's position as a
regional business hub.

However, the rules of the game have changed. The era of "buy any piece of land
and double your money in two years" is definitively over. The market has
segmented significantly.

The New Rules of Real Estate Investing:

Focus on cash flow—assets must generate income from day one
Data over intuition—valuation and market analysis are essential
Professional advice matters—licensed valuers, lawyers, and surveyors
Diversify—across segments, locations, and investment vehicles

Think long term—real estate rewards patience and discipline
Understand the true costs—tax, fees, maintenance

Conduct due diligence—title, regulatory, physical, financial

The Path Forward for Different Investors:

Type Strategy

First-Time ) _
Affordable housing; satellite towns; REITs for lower entry
Buyer



Type

Income-

Focused

High-Net-
Worth

Institutional

Liquidity-
Seeking

Appendices

Strategy

Student housing (12-15% yields); industrial/logistics (8-12%);
short-stay (10-15%)

Prime detached homes; master-planned communities; coastal

lifestyle assets

SEZs; PPPs; Grade A commercial; affordable housing

REITs (tax-shielded, as low as KSh 129,000 entry)

Appendix A: Glossary of Terms

Capital Gains Tax (CGT): Tax on profit from sale of property or shares

Caveat: A notice registered against a title indicating a claim or interest

Conveyance: The legal transfer of property ownership

D-REIT: Development Real Estate Investment Trust—finances construction

Encumbrance: Any claim, lien, or liability attached to a property

Freehold: Perpetual ownership of land

I-REIT: Income Real Estate Investment Trust—owns income-generating

properties



Leasehold: Ownership for a fixed term (up to 99 years)

Open Market Value: Estimated sale price on the open market
Riparian Reserve: Land next to a water body that cannot be developed
Stamp Duty: Tax paid on property transfer (4% urban, 2% rural)

Title Deed: Official document proving ownership of land

Appendix B: Key Contacts

Regulatory Bodies:

Land Registry: lwww.lands.go.ke|

National Land Commission: lwww.landcommission.go.ke

Capital Markets Authority: jwww.cma.or.ke]

Valuers Registration Board: jwww.vrb.go.ke

Law Society of Kenya: jwww.Isk.or ke

Valuation and Advisory:

Avenue Valuers Ltd: fwww.avenuevaluers.co.ke

Email: info@avenuevaluers.co.ke
Phone: +254 725 993605

Appendix C: Further Reading

Knight Frank Africa Report 2026/27

HassConsult Quarterly Property Indices

Cytonn Research Reports

Crystal Pearl Real Estate

Central Bank of Kenya Financial Sector Stability Reports
Kenya National Bureau of Statistics Economic Surveys
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