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ABSTRACT

Therealestatemarketplaysaveryimportantroleinanyeconomy.Itisknowntohavea
dramaticmultipliereffectanditisakeyeconomicindicator.Therealestatemarkethas
experiencedsignificantgrowthinthelastdecadewithmanycountriesexperiencinghouse
pricefluctuations.TheKenyanrealestatemarkethasbeenexperiencingaboom inthe
pasttenyearsandthelatestfindingshaveshownthatthetrendwillcontinueintothe
foreseeable future.The study therefore soughtto investigate the financialfactors
influencing pricing ofresidentialhouses in Nakuru eastsub County,Kenya.More
specificallythestudywasexaminingtheinfluenceofcostofland,interestratesand
mortgageriskonpricingofresidentialhouses.Theoriesthatwereusedinthestudy
includedHedonicModelofPricing,ClassicTheoryofInterestRate,theTitleTheory,
SimulationTheoryandStructural-Form Theory.Thestudyemployedexplanatoryresearch
design.Thetargetpopulation ofthestudywas60 managersofthe60 realestate
companies and agents in Nakuru.The researcheradopted a census where allthe
managers in the realestate agencies and companies were taken as the study’s
respondents.Datacollectionwasdonethroughuseofquestionnairesconstructedonfive
pointlikertscale.Thecollecteddatawasanalyzedusingstatisticalpackageforsocial
sciences(SPSS).ThequestionnairewastestedforvalidityandreliabilitywhereCronbach’s
coefficientAlphawascomputedfortheinstrument.Datawasanalyzedusingdescriptive
statistics which included frequency,percentages,mean and standard deviation and
inferentialstatisticswhichincludedregressionandcorrelationanalysisandwaspresented
intablesandfigures.ANOVAwasusedtotesttheinfluenceoftheindependentvariables
onthedependentvariableandthestudyhypothesisatp<.05levelofsignificance.The
studyexaminedthatmortgageriskhadapositivesignificantrelationshipwithpricingof
residentialhousesinNakuruEastSub-County.Ontheotherhandcostoflandandinterest
ratesdidnothaveasignificantrelationshipwithpricingofresidentialhousesinNakuru
EastSub-County.Regressionanalysisshowedthatmortgagerates,costofland,and
interestratessignificantlyinfluencedpricingofresidentialhousesinNakuruEastSub-
County.Thestudyconcludedthatcostoflandhadnosignificantrelationshipwithpricing
ofresidentialhouseneitherdiditinfluencethepricingofresidentialhousesinthearea.
Additionally,itwasconcludedthatinterestratesonloansalsodoesnotinfluencethe
pricingofhousesinthearea.Thestudyrecommendedthatgovernmentshouldbring
downtherentalpricesbycomingupwithpolicymeasurestoensurethatthecostofland
isbroughtdowntoencouragemorepeopletobuyland.Further,thebanksshouldtake
advantageoftheincreasingdemandforhomeownershipbybringingdowntheinterest
ratesonloansthusattractingmorepeopletotakeuploansthuscreatingmoreprofitsfor
thebank.

Keywords:GovernmentPolicy,InterestRates,MortgageRiskandCostofLand.
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CHAPTERONE

INTRODUCTION

1.1BackgroundtotheStudy

Realestateindustryistheleadingindicatorofdevelopmentinanyeconomyandisusedto

measuretheeconomicgrowthandhealthofacountry.Itentailscreationofpermanent

immovableassets,involvescapitalandlabourintensiveactivitiesthususedasavehicle

foreconomicdevelopmentsincethereisjobcreation.Demandforrealestateistriggered

byeconomicandpopulationgrowththusrealestateparticipantsconstructhousesto

meetthedemandandonreturngetcashflow from theseinvestments.Asthecycle

continues,thereisoversupplythuscreationoftradeoffbetweensupplyanddemand

(Carey,2001).Studieshaveshownthathalfoftheworld’spopulationliveinurbancentres

andonethirdofthem inslums.Thisfigureisexpectedtoincreasebyonebillionina

decadeandslumswillgrow atanacceleratedpaceunless35millionhousingunitsare

made available annually(UN-Habitat,2002).Virtuallyallthis growth takes place in

developingcountries.

AreportbyGoldmanSachs(2007)analyzedfactorsthatledtotheglobalhousingboom.

Thereportcitedseveralfactstosupporttheimportanceoffundamentals.First,thereport

foundastrongpositivecorrelationbetweenincomegrowthandhousepriceappreciation

acrosscountries.Second,housepriceappreciationwasalsostronglycorrelatedwith

populationgrowth.Finally,countrieswiththebiggestreductioninrealinterestratesalso

hadthehighestratesofhousepriceappreciation.

Globallyrealestatepriceshavebeenonanupwardtrend;likeintheUKpriceshavebeen

rising,butbuyingpropertyremains13percentmorecost-effectivethanrenting(Zoopla,

2012;KFPGRI,2012).IntheUK,themarketforpropertyderivativesdidnotbeginuntil2004.

However,sincethemarket’sinception,thegrowthhasbeensignificant.Throughthethird

quarterof2007,tradeswithanoutstandingnotionalvalueof7.9billionpoundshavebeen

executed.RentingintheUKwaspreviously£993peryearonaveragemoreexpensivethan

servicingamortgage,butthisgaphasnowcomedownby3.2percentto£961today.Asa

result,theproportionoftownsandcitiesacrosstheUKwhereitischeapertobuythan

renthasfallenfrom 90percentto86percentoverthepastfewyears(Zoopla,2012).
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AccordingtoWorldBankreport(2010)Kenyaisoneofthemostrapidlyurbanizingnations

amongthedevelopingcountries.Itisestimatesthatabout200,000Kenyansmoveto

citieseveryyearandthatformerlyruralareasareincreasinglybecomingurban.Despite

this,thenationalandlocalgovernmentshavefailedtoprovidebasicurbanserviceslike

infrastructure and affordable housing,thus allowing the private sectorto take over

(Kenya’svision2030).Unfortunately,theprofit-motivatedsectorlargelyprovideshousing

fortheupper-middleandupper-incomehouseholds,thusleadingtoproliferationofslums

andotherinformalsettlementsthatcaterforpoordwellers(UN-Habitatreport,2011).

NakuruisKenya’sthirdlargestresidentialtownafterNairobiandMombasaandwasrated

thefastestdevelopingtowninsub-SaharanAfricain2011bytheUNhabitat.Pricesfor

commercialspacehavemorethandoubledinthelastfouryearswithofficespacecosting

uptoSh90persquarefootfrom aboutSh30in2008.Thehighdemandhasbeentriggered

bylargecorporateinstitutionssuchasbanks,supermarkets,universitiesandcollegesin

townwhichnormallyrequirehugespace.

Accordingtofirstcountyintegratedplan(2013-2017)thetotalpopulationofNakuru

Countystood at1,867,461 in year2014,comprising of937,131 malesand 930,330

FemalesaspertheprojectionsofKenyaNationalPopulationandHousingCensusof2009.

Thepopulationisprojectedtoincreaseto1,925,296,comprisingof966,154malesand

959,142Femalein2015andto2,046,395comprisingof1,026,924malesand1,019,471

femalesattheendoftheplanperiod.Thisremarkablegrowthinthepopulationimplies

thatthecountywillhavetoinvestinmoresocialandphysicalinfrastructuretomatchthe

needsofthegrowingpopulation.Amongphysicalinfrastructureconstrainingthecountyis

residentialhouses.Thecountyhasahousingdemandof10,000unitsperyearbutonly

2,000unitsareavailableannually.ThegovernorofNakuruCountynotedthatsomefew

yearsago(5years),thepriceofathreebedroomedhousewasKshs3000whilecurrently

thepriceshavemorethantripled(DailyNation,DN2Magazine,2014).Thisstudywillbe

seekingtoexaminetheeconomicfactorsinfluencingthepricingofresidentialhousesin

NakuruEastSub-County.

Murungi(2014)indicatesthatpricesofrealestatecanbeaffectedbyfactorssuchas
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propertylocation,neighbourhood,thelevelofaccessibilityanddistanceorproximityto

facilities.Realestatepricescanalsobedeterminedbytheleveloftechnologyavailable,

levelofdemandandsupply,theexistingeconomyofacountry,employmentleveland

accessibilityoffinancebybothinvestorsandbuyers(Chiller,2005).

Miller(2010)arguesthatincreasedpropertypricesreducethemarketabilityofrealestate

becausefewpeopleswillbewillingandabletoacquireproperty.Achangeinrealestate

priceisalsosaidtohaveadirecteffectonwealthofhouseholdsbecauseitcontributesto

increasedorreductioninreturnsonpropertyinvestmenttotheinvestors.Increasedprices

ofresidentialbuildingshavecontributedtodevelopmentofnewslumsandexpansionof

theexistingslums(Mutisyaet.al,2011).Chiller(2005)holdstheviewthatanincreasein

existingpricesofrealestateleadstoincreaseinmoneyspentonrentsandpurchases

hencereducingsavingsbyhouseholds.

TheincreasingpopulationandruraltourbanmigrationinKenyacanbetermedasthe

majorcauseofriseinpricesoftheresidentialhousesinmosturbanareas.TheKenyan

populationisanticipatedtoincreasetoabout73millionpeoplebytheyear2030andmore

than60%ofthesepeoplesareexpectedtobelivinginurbanareashencecreatingahuge

demandforresidentialhousingunits(GOK,2007).Thequantityofresidential3houses

neededhasrisenfrom 150,000unitseveryyearto200,000unitsperyear,withonly35,000

unitsproduced,ofwhichonly20percentistargetedatthelow-incomegroup(GOK,2007).

Kenya’sconstructionsectorrecordedagrowthof8.3percentin2008comparedto6.9

percentin2007(GOK,2009).Thisincreasinginvestmentintheresidentialhousesis

expectedtosolvetheescalatingpricesoftheresidentialhousesasitwillincreasethe

supplyintheeconomyhencereducingtheprices.

Overthelastfewyears,alargenumberofKenyanshavebeeninarushtoownproperty

whichhascontributedhighlytoamajorboom intheresidentialpropertymarket(Korir,

2009).Majtenyi(2010)arguesthatincreaseindemandforresidentialpropertyinKenya

hasresultedtodoublingandeventoanextentoftriplingofresidentialpropertypricesin

thepastfewyears.Zhu(2004)showedthestrongandlong-lastinglinkbetweeninflation

andhousingprice.Duringinflation,mostthingsintheeconomywillincreasetheirprice.
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However,thecostoftherawmaterialforbuildingahousewillincrease.

Interestratesacquiredthroughbanklendingmayaffectthehousingpricethroughvarious

liquidityeffects.Thehousingpriceisjustlikethepriceofanyasset.Itcanbedetermined

bythediscountedexpectedfuturestream ofcashflows.Ifthefinancialbanksincreasethe

availabilityofcredit,itmeansthatthebankwillprovidelowerlendingratesandencourage

currentandfutureeconomicactivity.Basically,thebetteravailabilityofcreditwillcause

thedemandforhousingtoincreasewhenthehouseholdsareborrowing(Barakovaet.al,

2003).Thegrowthindemandwillthenbereflectedinhigherhousingprices.

1.1.1RealEstatesmarketinNakuru.

Roackconsultlimited(2013)researchforanindividualtoownahousewhetherrentalor

outrightownershipheorsheshouldhaveastablesourceofincome.Theassumptionis

foronetohaveastableincomeisforonetobeasalariedindividual.Italsonotedafinding

from theEconomicSurvey2012;Nairobihad538,600personsinformalwageemployment

by2011upfrom 479,300reportedin2007.Thewageemploymentexpansionwas12.5%in

aperiodoffouryearsandatanaverageof3.4% annually.Itisprojectedthatwage

employmentinNairobiwillgrowby5%in2013/2014,bringingthetotalnumberofwage

employmentto565,500persons.Assumingthatmostofthoseinthewageemployment

werecouples,thedemandforhousinginNairobiis282,750units.Suchstatisticsarequite

staggeringasfrom theofficialgovernmentrecordsreleasedin2007itisestimatedthat

35,000unitsarecompletedannually.Clearlythereisahugegapofover200,000units

whichhencecreatesaninvestmentopportunityforpropertydevelopers.

AccordingtoQuantitySurveyor’sreport(2013)Surayapropertieshastriedtodevelop

differentpropertieswhichtargetdifferentpeopleinthemarketandtriedincorporatingthe

needtoavailaffordablehousing.Theyhavebuiltdifferentpropertiesindifferentlocations

across Nairobiand its environs targeting differentclass ofpeople such as gated

communitieslikeRosslynheightsbuiltalongredhillroadtargetingthehighendclients

whiletheLynxprojectsalongMbagathiroadandMombasaroadtargetingthemiddle

incomeearners.AccordingtotheCo-founderofSurayapropertydevelopersSusanMuraya

thehousesbuiltvaryastheytargetyoungupwardpeoplefrom firsttimehomebuyerswho
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arelookingforhomesinalreadydevelopedareasalthoughtheymainfocusisonsalaried

individuals.Theyalsohaveallowedtheabilityforonetotradethehomesthattheyinitially

ownedastheyadvanceinlife.

Hassanali(2013)statedthatlow-costhousingprojectsremaintobeaneternalgapinthe

marketas the potentialdemand is huge.However,due to the absence ofgood

infrastructureinmanyparts,thecostsandthereforesalepricesoftheseprojectsaresuch

thatthehomesarenotreallyaffordableforthetargetmarkethencethefocusonluxury

upmarketprojectswhicharerisingfastinqualityasthemarketisgettingmorediscerning.

Thisisagoodtrendandbodeswellforthefuture.Kenyaisthemostdevelopedcountryin

theeastAfricaregionandthemiddleclassisgrowingfast,creatingopportunitiesfor

housing.Businesstourism hasincreasedsignificantlyinKenya,creatingtheneedformore

accommodation facilities. There is a need for investment in affordable hotel

accommodationfacilitiesthatareuptoparwithinternationalstandards(Ojijo,2013).

1.2Statementoftheproblem

Inrecentyears,thepopulationandtherateofruraltourbanmigrationhavebeenonan

upwardtrendandthishashighlyincreasedthepopulationofNakurutown.Itshouldbe

notedthatallthesepeopleneedshelterasoneofthebasiccommodities,thuscausingthe

housingsectortoboom andcontributetogrowthoftheeconomy(Nuri&Frank,2002).

Realestatemarketisonethatischaracterizedbyalmostpredictablecyclesofboomsand

busts(Smith,2010).Theformeraretheperiodswhenthepricesinmarketsoarand

almostinevitably,theyarefollowedbyotherperiodswhenthepricesplummet.

Thereareactuallypeoplewhomakealivingoutofthesecycles.Thesearepeoplewhose

studyoftherealestatepropertymarketshasbroughtthem toapointwheretheycan

reliablytellwhentheyareseeingabust(whenpricesareverylow),purchasepropertyat

thatpointandthensellitduringthesubsequentandvirtuallyinevitableboom,makinga

bigprofit(Smith,2010).TheconstructionsectorinKenyarecordedagrowthof8.3per

centin2008comparedto6.9percentin2007(RepublicofKenya,2009).Therobust

growthwassupportedlargelybyincreasedcapitalinvestmentinroadsandhousing.

Increaseinconstructionactivitieswasreflectedincementconsumptionwhichgrewby7.0
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percentfrom 2,061.4thousandtonesin2007to2,205.8thousandtonesin2008(Republic

ofKenya,2009).

Otieno(2012)explainsthatdespitethehighcompetitioninthemarket,thelargeeconomy

supportsrealestateinvestment.Whentheyieldsofresidentialpropertiesarelow,their

pricesarehigh.Thismeansthatthecostofbuyingahouseishighcomparedtothecost

ofrentingahousewhichforcemanypotentialbuyerstoprefertoberentersinsteadof

beingbuyersthusreducingsalepricesofresidentialproperty.Thestateofincreased

populationfrom ruraltourbanmigrationandalsothesettlementofInternallyDisplaced

Persons(IDPs)inNakurutowncanleadtothechangesinpricingofresidentialhousesin

thetown.Few studieshavebeendoneaddressingfactorsinfluencingthepricingof

residentialhousesinKenyaandmoresoinNakurucounty.Therefore,thisstudysoughtto

seekfinancialfactorsinfluencingthepricingofresidentialhousesinNakurutownKenya.

1.3ObjectivesoftheStudy

Thestudywasguidedbyboththegeneralandspecificobjectives.

1.3.1GeneralObjectives

Thestudysoughttoexaminethefinancialfactorsinfluencingpricingofresidentialhouses

inNakurutownEastSub-County,Kenya.

1.3.2SpecificObjectives

Thestudywasguidedbythefollowingobjectives.

1.Toestablishtheinfluenceofcostoflandonpricingofresidentialhousesin

NakuruTownEastSub-CountyKenya.

2.Todeterminetheeffectofinterestratesonloansonpricingofresidential

housesinNakuruTownEastSub-CountyKenya.

3.Toestablishtheinfluenceofmortgageriskonpricingofresidentialhousesin

NakuruTownEastSub-county,Kenya.

1.4ResearchHypotheses

HO1:CostoflandhadnosignificantinfluenceonpricingofresidentialhousesinNakuru

TownKenya.
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HO2:Interestrateonloanshadnosignificantinfluenceonpricingofresidentialhousesin

NakuruTownKenya.

H03:MortgageriskshadnosignificantinfluenceonpricingofresidentialhousesinNakuru

TownEastSub-county,Kenya.

1.5SignificanceoftheStudy

Thedemandforhousinghasbeenontheupwardtrajectoryintherecentpastasthe

populationcontinuestogrowinthecountry.Thecountry’spopulationisprojectedtoreach

75millionpeopleby2030.Thismeansthatmorehousingwillbeneededtomeetthe

needsoftheincreasedpopulation.ThegovernmentofKenyahashadtobringinthe

privatesectortocaterfortherisingdemandinhousing.Theinvolvementoftheprivate

sectorintheprocesshasledtosouringofpricesinpropertiestounprecedentedlevels

injuringtheaffordabilityofmostofthepopulace.Thisstudythereforewillbehelpfultothe

governmentpolicymakersinmakingrationaldecisionsinregardtopricesofresidential

propertiesbasedontheresearchfindings.

Further,thegovernmentwouldbeabletounderstandtheforcesbehindtheincreasein

pricesoftheproperties.Ontheotherhand,residentialpropertyownerswillfindthestudy

helpfulasitwillinform them ofthestrategiestoemploytohavecompetitivepricesand

ensureconstantcustomerbase.Thepotentialandcurrenttenantswillalsobeinformedof

thedynamicsresultingtotheincreaseinpricesofthepropertiesthusbeabletomake

informeddecisionsinregardtowheretorent.Thestudywillfurthercontributetothe

existingbodyofliteratureonfinancialfactorsinfluencingthepricingofresidentialhouses.

Suggestionforfurtherstudieswillform afertilesourceofresearchareasforfuture

scholarsinterestedinthislineofresearch.

1.6ScopeoftheStudy

Thestudywaslimitedtofinancialfactorsinfluencingthepricingofresidentialhousesin

Nakurutown,Kenya.ThechoiceofNakuruasthestudyareawasasaresultofcontinued

increaseinthepopulationleadingtoincreaseddemandinhousingintown.Theincreasein

populationinthetownhasbeenoccasionedbycontinuedeconomicdevelopmentaswell

asthesettlingofIDPsfrom 2007postelectionviolenceinNakurutown.Ontheotherhand,
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NakurutownisoneofthebiggesttowninKenyathushasseentheruralurbanmigration

souringovertheyears.Thesefactorshavemadethepropertyareastobeathriving

businessattractingmanypotentialdealers.Thishasledtoincreasedpricesinresidential

pricestothedetrimentofthetenants.Thestudywasestimatedtocosttheresearcherup

toKSh.100,000whichtheresearcherraised.Theresearcherplannedtodotheresearch

betweenJuneandDecember,2017.

1.7LimitationsandDelimitationsoftheStudy

1.7.1Limitations

ThestudywaslimitedtoresidentialpropertiesinNakurutownKenya.Furtheritwas

limitedtotherealestateagentsinNakurutown.

1.7.2Delimitations

Theresearcherassuredtherespondentsthattheywouldbetreatedconfidentiallyandthat

theinformationtheyprovidedwaspurelybeusedforacademicpurposeonly.Ontheother

handtheresearcherwasexpectedtomeetalltheresearchexpenses.

1.8OperationalDefinitionofTerms

RealEstate:referstoland,aswellastheairaboveitandthegroundunderneathit

includinganykindofstructuresthatareerectedonit(Murungi,2014).

Mortgage:Mortgageisaform ofasecuredloanbyrealpropertythroughuseofa

mortgagenote.Purchasingarealestateinstrumentthroughborrowedfinancing(Wood,

2004).

InterestRate:Itisthepercentcharged,orpaid,fortheuseofmoney.Itischargedwhen

themoneyisbeingborrowed,andpaidwhenitisbeingloaned(Amadeo,2012)

Inflation:Itisariseinthegenerallevelofpricesofgoodsandservicesinaneconomyover

a periodoftime(Dobson,2002).
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Population:Populationisthetotalnumberofpersonsinhabitingacountry,cityorany

districtorarea(Borowiecki,2009)

Housing:Housingisaphysicaltangiblespacewithbuiltforms,artifacts,walls,roofs,

doors,fencesandgates.Housingisunderstoodinthebroadercontextoftheshelterfabric

togetherwiththelivingenvironment,integrationofadwellingunitorahousewithother

unitsintheneighborhoodthroughinfrastructureandcommunityfacilities,streetsand

roads(UN-Habitat2002).

GovernmentPolicy:Governmentpolicyisdescribedasacourseofaction,creatinga

startingpointforchange.Theycaninclude;influencehowmuchtaxthecommunitypays,

immigrationstatusandlaws,pensions,parkingfines(Schwartz,2010)

ResidentialHouses:is:abuildingthatisusedorsuitableforuseasadwelling,orisinthe

processofbeingconstructedoradaptedforuseasadwelling;landthatformspartofa

gardenorgroundsofabuildingsuitableforuseasadwelling.Thisincludesanybuildings

orstructures(Liow,Ibrahim &Huang,2005).

HousePricing: Housepricingisthevaluetobepaidforthetransactionofbuyinga

residentialpropertywhichmoretobuyer’sperspective(Lee2009).

CostofLand:Thecostoflandincludesallexpensesassociatedwiththeacquisitionofthe

property,aswellasthoseneededtoreadyitforuse((Colander&David,2008)).

MortgageRisks:Probabilityoflossarisingfrom amortgagor’sfailuretorepayinterestand

principalaccordingtothetermsofamortgageloan(Levy&Sturzenegger,2005).
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LITERATUREREVIEW

CHAPTERTWO

2.1Introduction

Thischapterprovidesadiscussionofliteraturerelevanttothestudy.Thus,itdiscusses

thetheoreticalreview,empiricalstudiesbasedonthestudyvariablesfollowedbythe

conceptualframework.Thechapterfurtherprovidesthesummaryofliteratureandthe

researchgaps.

2.2TheoreticalReview

Thestudywasfoundedonhedonicmodelofpricing,classicaltheoryofinterestrates,the

titletheory,simulationtheoryandstructuralform theory.Thesearediscussedhereafter.

2.2.1HedonicModelofPricing

ThistheorywasformulatedbyLancaster’s(1966)inhisseminalpaperwhichwasthefirst

attempttocreateatheoreticalfoundationforhedonicmodeling.Thetheoryarguedthatit

is not necessarily a good itself that creates utility,but instead the individual

“characteristics”ofagoodthatcreateutility.Specifically,anitem’sutilityissimplythe

aggregatedutilityoftheindividualutilityofeachofitscharacteristics.Furthermore,it

arguedthatitemscanbearrangedintogroupsbasedonthecharacteristicstheycontain.

Consumersmaketheirpurchasingdecisionswithinagroupbasedonthenumberof

characteristicsagoodpossessesperunitcost.

AlthoughLancasterwasthefirsttodiscusshedonicutility,hesaidnothingaboutpricingor

pricingmodels.Rosen(1974)wasthefirsttopresentatheoryofhedonicpricing.Rosen

arguesthatanitem canbevaluedasthesum ofitsutilitygeneratingcharacteristics;that

is,anitem’stotalpriceshouldbethesum oftheindividualpricesofitscharacteristics.

Thisimpliesthatanitem’spricecanberegressedonthecharacteristicstodeterminethe

wayinwhicheachcharacteristicuniquelycontributestotheprice.AlthoughRosendidnot

formallypresentafunctionalform forthehedonicpricingfunction,hismodelclearly

impliedanonlinearpricingstructure.

Theapplicationofthehedonicpricemodeltothehousingmarketrestsonseveralkey
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assumptions.First,homogeneityofthehousingproductisassumed.Anotherassumption

isthatthemarketoperatesunderperfectcompetition,andtherearenumerousbuyersand

sellerswithfreeentryandexit.Themodelalsoassumesthatbuyersandsellershave

perfectinformationconcerninghousingproductandprice.Finally,thehedonicpricemodel

only works underthe assumption ofmarketequilibrium,and thatthere are no

interrelationshipsbetweentheimplicitpricesofattributes(Rosen,1974).

Amajorissuefrequentlyassociatedwiththehedonicpricemodelisthemisspecification

ofvariableswhereanirrelevantindependentvariableisincluded(over-specification),or

where a relevantindependentvariable (attribute ofa product)is omitted (under

specification).Thiscanleadtobiasedandinconsistentcoefficients(Rosen,1974).The

mainadvantageofthismodelisthatoneonlyneedstohavecertaininformation,suchas

thepropertyprice,thecompositionofhousingattributes,andaproperspecificationofthe

functionalrelationships.Themarginalattributepricesareobtainedbyestimatingthe

parametersofthehedonicpricefunction.Itisastraightforwardapproachbecauseonly

thecoefficientsoftheestimatedhedonicregressionareneededtoindicatethepreference

structure.No information whatsoever aboutindividualcharacteristics or personal

particularsofeitherthehousebuyersorthesupplierisrequired(Rosen,1974).Thetheory

willbesignificantinthisstudyinestablishingtheroleoffinancialfactorsindetermining

thepricingofresidentialhouses.

2.2.2Classicaltheoryofinterestrate

ClassicaltheorywasproposedbyIrvinFisherin1930.Itwaselaboratedfurtherby(Bullard

James,1991;KeynesJohnM,1936,MishkinFredrick,1978andNeelyChristopher,2001).

Thetheoryconcernsthedeterminantsofthepureorrisk-freeinterestrate.Itarguesthat

therateofinterestisdeterminedbytwoforces;thesupplyofsavings,derivedmainlyfrom

household.Mostsavingsinindustrializedeconomiesiscarriedoutbyindividualsand

families.Forthesehousehold,savingsissimplyabstinencefrom consumptionspending.

Currentsavings are equalto the difference between currentincome and current

consumptionexpendituresforahouseholdtodeterminehow muchtosavetheymust

consider,thesizeofthecurrentandlong-term income,thedesiredsavingstarget,andthe
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desiredproportionofincometobesetasideintheform ofsavings(propensitytosave).

Higher-incomefamiliesandindividualstendtosavemoreandconsumelessrelativeto

theirtotalincomethanfamilieswithlowerincomes(Bullard,1991).

Interestrateaffectsanindividual’schoicebetweencurrentconsumptionandsavingfor

thefutureconsumption.Classicaltheoryconsidersthepaymentofinterestarewardfor

waiting-the postponementofcurrentconsumption in ofgreaterfuture consumption.

Higherinterestincreasestheattractivenessofsavingrelativetoconsumptionspending,

encouragingmoreindividualstosubstitutecurrentsaving(andfutureconsumption)for

somequalityofcurrentconsumption.Thisiscalledsubstitutioneffectcallsforapositive

relationshipbetweeninterestratesandthevolumeofsavings(Marquis,2002).Thistheory

willhelpthestudyestablishtheinfluenceofinterestratesonloansindeterminingthe

pricingofresidentialhouses

2.2.3TheTitleTheory

ThistheorywasproposedbyDeniseandWheaton(1992).Thetheorystipulatesthatthe

lenderretainsthelegalrepossessionuntilthemortgageisfullypaidup.Thelenderholds

thelegaltitlewhiletheborrowerholdsequitabletitleonly.Thelegaltitleisvestedinthe

lenderuntilthemortgageloanisrepaid.Theborrowerisrecognizedastheownerofthe

propertyandthelenderhastherighttorentsandpossession.Incaseofdefault,thelender

is entitled to repossession ofthe property.The theorynoted thatupon signing of

mortgagedocuments,thelenderacquiresfullownershipofthemortgagepropertywhile

theborroweracquiresonlycontroluntilthemortgageisfullypaidoff.Thisisusedasa

measuresincethepropertyisheldbythelenderascollateral.Duringthemortgageperiod,

theborrowerdoesn’thavetitletotheproperty.Uponsatisfactionofloanobligations,the

lenderdeliversthedeedtotheborrower.

Somemortgagefirmsapplythetitletheoryintermsofmortgageloansandthisprotects

thelendersincehehastherighttorepossessofthemortgageproperty.Medley(2011)

notedthatmortgageloansareconsideredasconveyanceofthetitletothemortgagee.

Throughthis,mortgagoracquiresfulltitleofthepropertyuponfullpaymentofthe

mortgageloan.Sincethetitlevestsonthemortgagee,hehastherighttorepossessthe
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mortgagedpropertyanytimebutthiscanonlyhappenifthemortgagordefaultsonthe

repaymentterms.Incasetheborrowersellsthepropertyduringthemortgageperiod,then

thetitletransferstothenewbuyeruponreceiptofpaymentbythemortgageinstitution.

Howeverthemortgagorisfaced bymortgageriskthrough therepossession ofthe

propertyasaresultofdefault.Thisstudyseekstoexaminetherolemortgagerisksplays

inthepricingofresidentialhousesinNakurutown.

2.2.4Simulationtheory

ThetheorywasdevelopedbyLaibsonin1998.Itexaminestheextenttowhichmarkets

enabletheprovisionofhousingfinanceacrossawiderangeofcountries.Housingisa

majorpurchaserequiringlong-term financing,andthefactorsthatareassociatedwithwell

functioninghousingfinancesystemsarethosethatenabletheprovisionoflong-term

finance.Thetheoryfurtherstatesthatcountrieswithstrongerlegalrightsforborrowers

andlenders(throughcollateralandbankruptcylaws),deepercreditinformationsystems,

andamorestablemacroeconomicenvironmenthavedeeperhousingfinancesystems.

Thesesamefactorsalsohelpexplainthevariationinhousingfinanceacrossemerging

marketeconomiessuchasKenya.

Across developed countries,which tend to have low macroeconomic volatility and

relativelyextensivecreditinformationsystems,variationinthestrengthoflegalrights

helpsexplaintheextentofhousingfinance.Toacertainextent,astatisticalcomparisonof

theloan-to-valueandloan-to-incomeratioscanprovideagoodindicationoftherisksthat

owneroccupiers run in financing theirown home.Atthe same time,this kind of

comparisonignoresthecausesoftherisks,namelythevolatilityoruncertaintyoffuture

interestrates,housepricesandchangesinincome(Adler& Lehmann,2012).Italso

disregardsthemainmortgagecharacteristics,thecostoftakingoutamortgage,andthe

directand indirectsubsidies,including interestdeductibility,factorsthathave a big

influenceontherealcostsandrisksforhomeowners.Thetheoryhelpsthestudyestablish

thelinkbetweenthecostoflandandthepricingofresidentialhouses.
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2.2.5Structural-Form theory

ThistheorywasformulatedbyPottow intheyear2007.Itdocumentstheevolutionof

mortgagefinanceinSSA(Sub-SaharanAfrica)todeterminewhatstepsneedtobetaken

toextendittothemiddle-class,toenablethem toaddresstheirhousingneedstothe

extentoftheiraffordability.Thetheoryrevealed thattherehavebeen a numberof

problemswhenitcametothedeliveryofformalhousingfinanceamongstmost,ifnotall

thecountries.Theseproblemsarearecordofmacroeconomicinstability,anadverse

institutional,legaland regulatory environment which has resulted in inefficient,

collateralizationofhousingassets,apoorrecordofpublicsectorhousingbanks,building

societiesandotherspecialisthousinglendersinthatmosthavebeendestroyeddueto

poormanagementandalackoffundsandlimitedavailabilityoflong-term fundingsources

tocarryoutintermediationthatwouldspreadthecostofahouseoverarelativelylong

periodoftime(Levy&Sturzenegger,2005).

Arisingoutofthisdismalhistoryisamovetoreviveandintroducemortgagelendingintoa

numberofcountries.Moreover,aspartofthemovetostraightenoutfinancialmarkets,a

numberofconsultantshavebeensentintoSSA countriestobegindocumentingthe

specificproblemsofeachcountryaswellastomakerecommendationsonhow to

addressthem.Developmentagents,inparticular,arealsoputtingforthrecommendations

onwhatisrequiredtoensurefinancialmarketdevelopmentandcapitalmarketinvestment

necessarytoenticetheprivatesectorintothedeliveryofhousingfinance.Assuchthe

theorywillhelpthestudyinaddressingtherolegovernmentplaysinmobilizingfinancing

ofresidentialhousesdevelopmentandtherolethishasonthepricingofresidential

houses.

2.3EmpiricalReview

2.3.1CostofLandandPricingofResidentialHouses

Murungi(2014)undertookastudyonthefactorscausingpricechangesofresidential

housesinNairobiovertheperiod2008-2012.Heidentifiedtheeverincreasingpriceof

landandconstructioncosttohavealsocontributedhighlyinpricechangesofresidential

housesinthestudyarea.Significantdiscussionhasrecentlyoccurredwithinthemedia
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andpolicysettingsontheimpactofanurbanlimitonhouseprices.Studiessuchasthe

GrimesandLiang(2007a;2009)andZheng(2013)haveidentifiedadifferentialinland

pricesoneithersideofAuckland’smetropolitanurbanlimit(MUL).Theysuggestfrom

thesedifferentialsthatanurbanlimitisaplanningtoolwhichcreatesabindingconstraint

onlandsupply,consequentlypushinguplandprices.

Debateextrapolatesfrom thefindingsoftheGrimesandLiang(2009)papertopropose

thatthisthenflowsthroughtoincreasesindwellingprices.MorrisandJonathan(2006)

didastudyonthepriceandquantityofresidentiallandintheUnitedStates.Theyfound

thatthegrowthrateofthepriceofhousingisaweightedaverageofthegrowthrateofthe

priceofstructuresandthepriceofland.Otherfactorthataffectspricesofresidential

propertiesisconvenienceandaccessibilityoftheproperty.Thelevelofconvenienceand

accessibilityofaplaceorparticularlandisdeterminedbyhowfarthepropertyislocated

from theplaceofwork,shoppingcentresoranyotherplacethatoneneedstovisit

regularly(Lahoz,2007).Themaindeterminantofhowconvenientandaccessibleaplaceis

traffic,roadnetworkandroadconditions(Mankiw etal.,1998).Mostpeoplepreferto

resideinhighlyconvenientandaccessibleareas,thedemandoftheresidentialhousesin

these areas increases.The increased levelofdemand ofresidentialhouses then

contributestoincreaseinpricesofresidentialhouses.Poorlyaccessibleandinconvenient

areasattractfew peoplesandtherefore,low demandonresidentialpropertythuslow

prices.Poudyaletal.(2009)alsoopinedthatresidentialhousingpricesdetermination

dependslargelyfirstonaccesstothoselocationswhichsupportrelateduses,suchas

proximitytoworkplace,shoppingcentres,distancetoschools,nearnesstorecreational

facilities,accessibilitytopublictransport,openspace,proximitytoplaceofentertainment,

placeofworship,amongothers.

Rozlin et.al(2016)did a studyon theeffectsofGST (goodsand servicestax)on

constructioncapitalcostsand housing propertypricesinMalaysia.Theyconcluded,

buildingmaterialsandlandacquisitioncostsarethemajorconstructioncostcomponents

toreceivethemostsignificantimpactduetoGSTimplementation.Ontheotherhand,cost

incrementduetoGSTandexemptedtaxeshavecausedvariousissuesinthedevelopers’
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businesscapitalflow.Inordertomaintainprofitandcovertheriskoflossesdevelopers

haveresortedtoraisingthehousingpriceswheretheendbuyerswillultimatelybearthe

priceincrement.

Murungi(2014)onhisstudyonthefactorscausingpricechangesofresidentialhousesin

Nairobiovertheperiod2008-2012.Hisrespondentsagreedthatthecostofconstructinga

househadadirecteffectonpricesofresidentialhouses.Differencesinconstructioncost

incurredduringpropertydevelopmentaroseduetouseofbuildingmaterialsofdifferent

qualities.Thebetterthequalityofconstructionmaterialusedbypropertydeveloperthe

higherthepriceapropertydeveloperwillbewillingtoacceptinordertoselltheproperty.

Otherrespondentsstatedthatthehighertheconstructioncostincurredthehigherthe

qualityofthebuildingwhichmeansthebuyerwillbewillingtooffermoremoneyinorder

toacquiretheproperty.

Poudyalet.al.,(2009)thequalityofconstructionalmaterialsandthelevelofstructural

improvementmadetohousingmayalsobeasignificantfactorindetermininghousevalue.

Majorconsiderationinthisregardsarethephysicalfeaturessuchasthetype,styleand

qualityofvariousdwellingcomponents.Structuralimprovementssuchasthefencewall,

gate,landscape,swimming pool,gardens and otherimprovements made within the

confinementofthehousealsofallsonthisgroup.

Volatile and rising costs of materials have contributed to the non-governmental

constraintsonhousingdevelopmentandimprovement.Thesecostsareasubstantialpart

oftheincreasedhousingcostsintherecentpastdecade.Buildersareforcedtopass

thoseincreasesalongtothehomebuyerorrenter.Inthelastseveralyears,construction

costsformaterialsandlandhavesignificantlyincreased,asthedemandforhousing

increases.Theseincreasedcostscannolongerbepassedontothetaxpayerbythelocal

jurisdictionandmustbebornebythedeveloper,whothenmustpassthem alongby

increasingthecostofhousingorrents(Case&Shiller,2003).

2.3.2InterestRatesonLoansandPricingofResidentialHouses

Banklendingmayaffectthehousingpricethroughvariousliquidityeffects.Thehousing

priceisjustlikethepriceofanyasset.Itcanbedeterminedbythediscountedexpected
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futurestream ofcashflows.Ifthefinancialbanksincreasetheavailabilityofcredit,it

meansthatthebankwillprovidelowerlendingratesandencouragecurrentandfuture

economicactivity.Basically,thebetteravailabilityofcreditwillcausethedemandfor

housingto increasewhenthehouseholdsareborrowing(Barakovaet.al,2003).The

growthindemandwillthenbereflectedinhigherhousingprices.Therelationshipbetween

housing prices and household borrowing is two-sided.Thatis,housing prices may

significantlyinfluencehouseholdborrowingthroughvariouswealtheffects.Whenthe

housingfinanceinterestrateislow,citizenswillbeenabledtomakesomeinvestments,

suchasbuyingmorehouses.Thecreditcycleshavematchedthehousingpricecyclesina

number of countries (InternationalMonetary Fund,2000;Bank for International

Settlements,2001).

Rita(2013)didastudyondeterminantsofresidentialrealestatepricesinKenya.She

foundthatinterestrateshaveamajorimpactontherealestatemarkets.Changesin

interestratescangreatlyinfluenceaperson'sabilitytopurchasearesidentialproperty.

Thatisbecauseastheinterestratesfall,thecosttoobtainamortgagetobuyahome

decreases,which createsahigherdemand forrealestate,which pushespricesup.

Conversely,asinterestratesrise,thecosttoobtainamortgageincreases,thuslowering

demandandpricesofrealestate.Wheninterestratesarelow,buyerscanaffordmore

homesfortheirmoneybecauselessofthemortgagepaymentgoestowardinterest

chargestothelender.Thisscenariocoulddrawmorebuyersintothemarket,whichcould

leadtomultiplebidsonhousesandanuptickinoverallprices.Becausetheinfluenceof

interestratesonanindividual'sabilitytopurchaseresidentialpropertiesissoprofound,

manypeopleincorrectlyassumethattheonlydecidingfactorinrealestatevaluationisthe

mortgagerate.

However,mortgageratesareonlyoneinterest-relatedfactorinfluencingpropertyvalues.

Becauseinterestratesalsoaffectcapitalflows,thesupplyanddemandforcapitaland

investors'requiredratesofreturnoninvestment,interestrateswilldrivepropertypricesin

avarietyofways(Liow,Ibrahim &Huang,2005).EconometricstudyofYong(2000),Berry

notedthat,intheAustralianeconomyinterestratesfellrapidlyfrom thelate1980sthrough
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thegeneraleconomicrecession.Therewasamoderateriseduring95-96,andafterthat

fellagainandremainedlow thereafterwhichcontinuedtilltheendof2003.Thelower

interestratesovertheyearscontributedalottoincreasedhousingpriceinAustralia.Berry

andDalton(2004)alsonotedthatnominalmortgageinterestrateshadbothshortand

longer-term effectsonrealhousepriceinflation.

Trendsininterestratesaffecthousingaffordabilityandthusdemandfornewandresale

homes.Anincreaseininterestratesincreasesthecostofborrowing.Thisresultsinhigh

mortgagerepaymentsthusreducingtheaffordabilityandalsothedemandforproperty.A

studydonebyKgertandMihaljek(2007)foundthatrealinterestratewasanimportant

determinantofhousepriceinCentralandEasternEurope.AccordingtoFisher(1930)

thereisapositiverelationshipbetweenfuturepriceincreasesandnominalinterest.He

arguesthatwhenpricesarerising,therateofinterestalsotendstobehighandviceversa.

Furthermore,hepointsoutthatoverlongperiods,interestratesfollowthepricemovement

andnottheotherwayround.ThisissupportedbyLarock(2012)whoobservedthat

increasesinmortgageratesdidnottriggeradecreaseinhousespricesbutmoreoften

thannotthereversewastrue.

However,Wenzel(2012)seemstocontradictthisview bystatingthatthereisnodirect

correlationbetweeninterestrateandhousingprices.Hearguesthatwhatisimportantis

therateofinterestrelativetopriceinflationmeaningtherateofinterestshouldbelooked

atinrealterms.Anothercontradictoryview isheldbyAbel,Bernanke,andCroushore

(2008)whoarguethatthepriceofanonmonetaryassetanditsnominalandrealinterest

ratearenegativelyrelated.

2.3.3MortgageRiskandPricingofResidentialHouses

Financingofrealestatehasuniquecharacteristicsofmonthlyrepayment,longmaturity

andconstantincreaseinpricesofproperties.Duetothesecharacteristics,thepricesof

houseskeeponincreasingwhicheventuallyleadstodecreasedaffordabilitybypotential

homeowners.Murungi(2014)onhisstudyonthefactorscausingpricechangesof
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residentialhousesinNairobiovertheperiod2008-2012foundthateaseofaccesstoand

availabilityofmortgageshascontributedtoincreasedpricesofresidentialhousesin

NairobiCountyoverthelastfouryears.Murungiobservedthat97% oftherespondents

statedthattheinterestratechargedonmortgageshadeffectonpropertyprice.They

respondedthathigherinterestratecontributestohigherchargesonmortgageacquired.

Thisincreasestheamountofmoneyspentbypropertydeveloperswhousemortgagesto

financepropertywhichleadstoincreasedpricesofproperty.

Badlendingpracticeisoneofthecausesofrealestatebubble.Thishappenswhenloans

ormortgagesaregiventorealestateconsumerswhoshouldnotordonotmeetthe

minimum setqualifications(Hardaway,2011).Duetothefactthatthepeoplesawarded

theseloansdidnothavedownpayments,reservedfundsandgoodincome,thusmaking

theloanscarrylow interestrates.Thisincreasesthelevelofdemandforrealestate

propertywhichleadstohighpricesoftheavailableproperties.

Muli(2011)studiedtherelationshipbetweenpropertypricesandmortgagelendingin

Kenya.Theresearchwasinspiredbythefactthatswingsinthepropertypriceshavebeen

extremelylargeintherecentyears.Thisresearchemployedaquarterlydatabasefrom

2006to2010.A dynamiceconomicmodelwasemployedtoassesstherelationship

betweenhousingpricesandcreditusingmultipleregressions.Thestudyconcludedthat

changesinhousingpricesarepositivelyandsignificantlyrelatedtothelongterm evolution

ofmortgagecredit.Thisresultsuggeststhattheevolutionofhousingpricesisnot

triggered bybankrealestatelending and thatbanksjustaccommodaterealestate

financingto theevolutionofhouseprices.Muli(2011)showedthatthechangesin

housing price are positively and significantly related to the long-term evolution of

mortgagecredit.Mosthousepurchasesarefinancedbycreditthusaffectingprices

throughliquidityeffects.Ndinda(2014)didastudytoassesstheeffectofmortgage

financingonperformanceofrealestatemarketinKenya.Thestudyrevealedthatpositive

relationshipexistsbetweenmortgagefinancingandperformanceofrealestatemarketin

Kenya.Homeownersinvestinrealestatepropertyinanticipationoffutureincreasein

pricesandrentalincome.
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2.3.4GovernmentPolicyandPricingofResidentialHouses

AccordingtoChu(2001),althoughtheexternalfactorsareimportantininfluencingthe

housingmarket,governmentinterventionalsoplaysacrucialroleinaffectingtheproperty

cyclesandpropertyprices.Moreover,shealsofindsthatthegovernment’sinvolvementin

thehousingmarkethasbecomemoreactiveandintervenedinwideraspectssince1990

whichleadstoseveralfluctuationonprivateresidentialpropertyprices.

Wong(2001)analyzestheimpactsofgovernmentinterventiononthehousingmarketin

theperiod1990-2000.Heindicatedthatdifferentmodesofinterventionrelatedtothe

propertymarketwhichisintroducedbythegovernmentdohaveimpactsontheprivate

housingmarket.Heusedaregressionmodelinherstudytoshow theeffectivenessof

differentgovernmentpoliciesinaffectingtheprivatepropertyprices.Thegovernmentisa

hugeforcethataffectssupplyofresidentialhousesinKenya.Itenforcestaxesonreal

estatebasedontheincomeswhichsometimesirritatetheinterestedandtheexisting

investors(Colander&David,2008).Thegovernment,beingaregulatorybody,haslaws

thatrealestatebusinessesmustadheretosuchasplanningregulations,permitsforland

use,titles deeds forland ownership and rules thatbusinesses adhere to such as

registrationofthebusiness.Goodwinetal.(2009)concludesthatfavourablegovernment

policieswillincreasesupplyofhousing.

InCalifornia,localgovernmentshavesubstantialcontroloverthequantityandtypeof

housingthatcanbebuilt.Throughthelocalzoningcode,citiesdecidehowmuchhousing

cantheoreticallybebuilt,whetheritcanbebuiltbyrightorrequiressignificantpublic

review,whetherthedeveloperneedstoperform acostlyenvironmentalreview,feesthata

developermustpay,parkingandretailrequiredonsite,andthedesignofthebuilding,

amongotherregulations.A2002studybyeconomistsfrom HarvardandtheUniversityof

Pennsylvaniafoundstrictzoningcontrolstobethemostlikelycauseofhighhousing

costsinCalifornia(Graham,2016)

Felix(2014)didastudytoinvestigatefactorsthatinfluencehousingfinanceindeveloping

countries.Hefoundthatgovernmentfactorsthathaveagreatimpactonaccessto

housing finances as indicated by the respondents were the monetary policy and
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registration ofpropertyrights.Mostfinancialinstitutionsalluded thattheeffectsof

monetarypolicyoninterestratesinfluencethenumberofloanshouseholdscanafford.

2.3.5PricingofResidentialHouses

Propertypricesdependonmarketcharacteristicssuchasvacancylevel,landavailability,

constructionsupplyelasticitytorespondtohighorlowspeedtochangesonthedemand,

aswellaspotentialforeconomicgrowth,industrialandservicesactivitieslocatedinside

urbanareas,etc.(Taltavull,2003).BrueggemanandFisher(2008)arguethatanimportant

conceptinrealestateanalysisisthefactthatthehousepricesarehighlydependenton

theregionorgeographicareainwhichtheyarelocated.Theyfurtherstatethatdemandfor

propertiesinlocalmarketsishighlyinfluencedbythenatureoftheindustries,businesses,

andsoon,thatareattractedtoaregion.

Ahuja(2009)identifiedthreefactorsthatinfluencethegeneralpricelevelsnamelythe

volumeoftradeortransactions,thequantityofmoneyandthevelocityofcirculationof

money. According to the Fisher’s transaction approach,the price levels raise

proportionatelywithagivenincreaseinthequantityofmoneyotherthingsremaining

constant.However,theKeynesiantheoryplacesemphasisontheaggregatedemandor

expenditurerelativetoaggregatesupplyratherthanjustthequantityofmoney(Ahuja,

2009).

JobberandLancaster(2006)providedfiveconstraintstoaseller’scapacitytosetprices

namelythe objectivesofthe sellersuch asreturn,the levelofdemand,marketing

objectivessuchasmarketpenetration,costconsiderationsandcompetitorconsiderations.

Factors affecting property price include population growth,employment,household

income,interestratesandcostofrentingahouse(Brueggeman&Fisher,2008)while

Odame,KeyandStevenson(2010)foundoutthatrealestatecharacteristicssuchas

location,landscaping quality,grossinternalareasand plotsizepredominated inthe

explanationoftransactionsprice.Otherfactorswouldincludeinfrastructuredevelopment,

theperceivedsecurityoftheareaandavailabilityofamenities.

Murangi(2013)indicatesthatpricesofrealestatecanbeaffectedbyfactorssuchas
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propertylocation,neighbourhood,thelevelofaccessibilityanddistanceorproximityto

facilities.Realestatepricescanalsobedeterminedbytheleveloftechnologyavailable,

levelofdemandandsupply,theexistingeconomyofacountry,employmentleveland

accessibilityoffinancebybothinvestorsandbuyers(Chiller,2005).Miller(2010)argues

thatincreasedpropertypricesreducethemarketabilityofrealestatebecausefewpeoples

willbewillingandabletoacquireproperty.Achangeinrealestatepriceisalsosaidto

haveadirecteffectonwealthofhouseholdsbecauseitcontributestoincreasedor

reduction in returns on property investmentto the investors.Increased prices of

residentialbuildingshavecontributedtodevelopmentofnewslumsandexpansionofthe

existingslums(Mutisyaet.al,2011).Chiller(2005)holdstheview thatanincreasein

existingpricesofrealestateleadstoincreaseinmoneyspentonrentsandpurchases

hencereducingsavingsbyhouseholds.

Kariuki(2012)explainsthatsincetheyear2002Kenyanrealestatesectorhasbeen

experiencingaboom,henceconfusingmanybuyersintheregion.Whileotherproperty

marketsintheworldsank,theKenyansituationremainedstrong.Thelatestfindingsby

theresearchgroupssuchasKnightFrankandCitiPrivateWealthseem toanticipatebetter

timesahead.Kenya’shigheconomicgrowthandadynamicbusinessregimearesomeof

thereasonsbeinggivenforthisdrive(Julie,2012).Astheothertopworldcitiesare

experiencinglow pricesonresidentialproperty,Kenyaseemstobefacedbyveryhigh

pricesonresidentialpropertythusattractingalotofinternationalinvestors(Kariuki,2012).

2.4SummaryandResearchGaps

Studieshavebeenconductedgloballyonhouseprices.EgertandMihaljek(2007)studied

thedeterminantsofhousepricesdynamics.Selim (2008)studiedthedeterminantsof

housepricesinTurkeyforbothurbanandruralareas.Maket.al.,(2012)studiedthe

specificestimatesofthedeterminantsofrealestateinvestmentsinChina.Lieserand

Groh(2011)studiedthedeterminantsofcommercialrealestateinvestments.Posedeland

Vizek(2009)studiedhousepricedevelopmentsinsixEuropeancountries.Alveset.al.,

(2011)conductedaresearchtotestotherdimensionsofassetpricingotherthanthe

hedonicmodeling.
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Larock(2012)observedthatincreasesinmortgageratesdidnottriggeradecreasein

housespricesbutmoreoftenthannotthereversewastrueshowingthatmortgagerate

andpricehadapositiverelationship.Wong,Hui,andSeabrook(2003)revealedthat

housingpricesdisplayedamoderatelyhighcorrelationwithinterestratesindeflationary

periods.However,Wenzel(2012)contradictsthisview bystatingthatthereisnodirect

correlationbetweeninterestrateandhousingprices.Hearguesthatwhatisimportantis

therateofinterestrelativetopriceinflationmeaningtherateofinterestshouldbelooked

atinrealterms.

StudiesrelatingtothistopicarelimitedinKenyabutimmenseinthedevelopedeconomies,

especiallyintheimmediateperiodfollowingfinancialcrisis.Thescarcityofthesestudies

inKenyasimplymeanthatallinterestedpartiesinKenya’spropertymarketcannotpredict

propertypricestrend.Quigley(1999)posesthequestionastowhetherfundamentals

explainpropertyprice.Theoutpouringofresearchonthetopicunderscoresthelackof

consensusaboutthecorrectapproachforforecastingrealestatepricechanges.Indeed

studiesvaryinboththeirgeographicscopeandattentiontothecomplexityoftheproperty

marketsstudiesduetomultifacetedmarketfundamentalfactors(Zainuddin,2010)and

thegenerallackofstandardizedmethodstomeasure.Thisstudythereforesoughttofill

thisgapbyanalyzingthefinancialfactorsinfluencingthepricingofresidentialhousesin

NakurutownKenya.

2.5ConceptualFramework

Aconceptualframeworkisamodelthatemploystheuseofdrawings/diagramstoexplain

the interrelationships between variables (Orodho,2009). The study’s conceptual

framework consisted ofthe independentvariables and the dependentvariable.The

independentvariablescomprisedofgovernmentpolicy,costofland,interestratesand

mortgageriskswhilethedependentvariablewas pricingofresidentialhouses.Thestudy

conceptualizedthattheindependentvariablessignificantlyinfluencespricingofresidential

housesinNakurueastsub-county,Kenya.Theconceptualframeworkwasillustratedin

figure2.1
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InterveningVariable

Figure2.1:ConceptualFramework
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CHAPTERTHREE

RESEARCHMETHODOLOGY

3.1Introduction

Thechapterprovidesadetailedresearchmethodologyofthestudy.Discussionunderthis

chapterincludes;researchdesign,locationofthestudy,population,samplingprocedure,

samplesizeanddataanalysis.

3.2ResearchDesign

Thestudyemployedexplanatoryresearchdesign.AccordingtoBurnsandGrove(2003),

thepurposeofresearchdesignistoachievegreatercontrolofthestudyandtoimprove

thevalidityofthestudybyexaminingtheresearchproblem.Thisstudysoughttoobtain

descriptiveandself-reportedinformationfrom realestatedealers.Thedesignallowedthe

researchertoexposetherespondentstoasetofquestionstoallowcomparison.Inthis

study,financialfactorsweretheindependentvariableswhilepricingoftheresidential

houseswasthedependentvariable.

3.3TargetPopulationoftheStudy

ThisstudyfocusedonalltherealestateagentandcompaniesinNakuru.Theseformed

thetargetpopulationofthestudy.Thereareatotalof60realestatecompaniesand

agentsinNakuru.Assuch,thetotaltargetpopulationofthestudywas60realestate

companiesandagentsinNakuru.

3.4CensusSurvey

Thetotalnumberofparticipantsinthisstudywas60intotal.Giventhesmallnumber,the

researcheradoptedacensuswhereallthemanagersintheinrealestateagenciesand

companiesweretakenasthestudy’srespondents.Managerswerepurposivelychosen

sincetheyhadinformationaboutresidentialhouses.

3.5ResearchInstrument

Thestudymadeuseofastructuredquestionnairethatwasdistributedtothemanagersin

therealestatecompaniesandagencies.AccordingtoKothari(2006),aquestionnaireis

thebesttoolfortheresearcherwhowishestoacquiretheoriginaldatafordescribinga
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population.Questionnairesenablearesearchertoreachalargesamplewithinashorttime.

The questionnaire was composed of short structured closed ended statements

constructedon5pointLikertscale.

3.6PilotTesting

Pre-testingisextremelyimportanttovalidatethequestionnaireandenabletheresearcher

toverifytheprofessionals’abilitytoanswerthequestions.Thereforetheinstrumentwas

taken forpiloting in Nakuru town westconstituency.Ten commercialagenciesand

companymanagerswereusedasrespondentsforthepilotstudy.Thefindingswere

analyzed bymeansofcomparisonsin orderto identifysimilarities,differences,and

patternsinthedata.AccordingtoCooperandSchindler(2003),thesizeofthepilotgroups

maytakeanyrange,dependingonthemethodtobetested,buttherespondentsdonot

havetobestatisticallyselected.Theinsightsgainedfrom thepreliminaryfindingswere

usedtorefinethequestionnaireinpreparationforthefieldstudy.Theobjectiveofpiloting

wastoeliminateanyambiguousitems,establishiftherewereproblemsinadministering

theinstrument,testdatacollectioninstructions,establishthefeasibilityofthestudy,

anticipateandamendanylogicalandproceduraldifficultiesregardingthestudy,andallow

preliminary(dummy)dataanalysis.

3.7ValidityandReliability

Reliabilityandvaliditywasestablishedforstandardizationofthestructuredquestionnaires

thatwasusedinthestudy.Pilotingoftheinstrumentswasdonetoassisttheresearcher

intestingboththevalidityandreliabilityoftheinstruments.

3.7.1Validityoftheinstrument

Contentvalidityoftheresearchinstrumentwasestablishedinordertomakesurethatit

reflects the content of the concepts (performance appraisaland organizational

commitment)inquestion.First,theresearcherwastogothroughtheinstrumentand

compareitwiththesetobjectivesandensurethattheycontainalltheinformationthat

wasrequiredtoanswerthesetquestionsandaddresstheobjectives.Gray(2004)argues

thatvaliditywillbeestablishedthroughexpertjudgment;theresearcherconsultedthe

researchsupervisorsandotherlecturersfrom theDepartmenttoscrutinizetherelevance
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ofthequestionnaireitemsagainstthesetobjectivesofthestudy.

3.7.2ReliabilityoftheInstrument

Reliabilityis said to be the extentto which a measurementgives results thatare

consistent.Whenreliabilityisupheld,thentheresearchinstrumentshouldcollectsimilar

datawhenadministeredtodifferentsampledpopulationsexhibitingrelatedcharacteristics.

Cronbach’scoefficientAlphawascomputedfortheinstrument.Areliabilitycoefficientof

notlessthan0.7wasdeemedtoreflecttheinternalreliabilityoftheinstruments.Thisisin

linewithNunnaly(1978)assertionthataCronbachcoefficientAlphaof0.7andaboveis

appropriate.Thefindingsfrom thepilotanalysisgavethefollowingresultsshownintable

3.1

Table3.1:ReliabilityAnalysis

Description NoofItems CronbachAlphaCoefficient

CostofLand 7 .712

InterestRates 7 .848

MortgageRisk 7 .730

Pricing of Residential

Houses

7 .725

3.8DataCollectionProcedure

Theresearcherproceededtocollectdatafrom theselectedrespondentsafterreceiving

permissionfrom therelevantauthorities.Theresearchervisitedtheareaofstudybefore

actualdatacollectionforfamiliarisationandacquaintance.Duringthisvisit,theresearcher

informedtheadministratorsaboutthepurposeofthestudyandbookedappointmentsfor

datacollection.Afterfamiliarisation,datawascollectedusingthementionedinstrument.

Thecompletedinstrumentswasverifiedandcollectedonthesamedayofdistribution.

3.9DataAnalysis

Data collected was processed and analyzed based on the objectives and research

hypothesesusingStatisticalPackageforSocialSciences(SPSS).Thiswasdoneusing

bothdescriptiveandinferentialstatistics.Descriptivestatistics(percentages,frequencies,
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and means)presented in tableswasused to organizeand summarizedataand to

describethecharacteristicsofthesamplewhilePearsoncorrelationcoefficientwasused

tochecktherelationshipbetweenvariables.ANOVAwasusedtotesttheinfluenceofthe

independentvariablesonthedependentvariableandthestudyhypothesisatp<.05levelof

significance.Thefollowingregressionmodelwasused.

Y=β0+β1X1+β2X2+β3X3+β4X4+є

Where,

Y=PricingofResidentialHouses

X1=GovernmentPolicy

X2=CostofLand

X3=Interestrates

X4=MortgageRisk

β0=ModelConstant

β1,β2andβ3=ModelCoefficients

є=ErrorTerm.
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CHAPTERFOUR

FINDINGSANDANALYSIS

4.1Introduction

This chapterpresents a discussion ofthe research findings on financialfactors

influencing thepricing ofresidentialhousesin Nakuru EastSub-county,Kenya.The

findingswereinform ofbothdescriptiveandinferentialstatistics.Thepresentationsof

the findings were in tandem with the research objectives and studyvariables.The

researcheressentiallydelvedintothefindingsanddiscussionsrelativetothebackground

informationfirst,andthenfollowedbydescriptiveandinferentialstatistics.

4.2ResponseRate

Theresearcherdistributed60questionnairestobefilledbytherespondentsofwhich54of

them werecompletelyfilledandreturned.Thisrepresentedaresponserateof90%which

wascharacterizedasverygood.Essentiallytheresponseratethateveryresearcherwould

pursue would be 100%.In reality howeverthis is notpossible due to sampling

measurementandcoverageerrors.Aresponseratebelow51%isconsideredinadequate

in socialsciences(Pinsonneault& Kraemer,1993).Babbie(1990)suggested thata

responserateof60%isgood;70%isverygood.

4.3Backgroundinformation

The researchersoughtrespondents’demographic characteristics regarding levelof

educationandexperienceintherealestatebusiness.Thefindingsinregardtothelevelof

educationwereasshowninTable4.1

Table4.1:Levelofeducation

Frequency Percent ValidPercent Cumulative

Percent

secondary 7 13.0 13.0 13.0

Diploma 20 37.0 37.0 50.0

Degree 26 48.1 48.1 98.1

Masters 1 1.9 1.9 100.0

Total 54 100.0 100.0

Thefindingsindicatedthat48.1%oftherespondentshadeitherabachelordegreewhile
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37% ofthem hadadiploma.13% oftherespondentshadsecondaryschooleducation

whereasonly1.9% hadamaster’sdegree.Therefore,manyofthedealersinrealestate

managementhadacquiredsomelevelofeducationhelpfulinmanagementofrealestate

business.Inexaminingtheexperiencesoftherespondentsintherealestatebusiness,the

followingresultswereobtained.

Table4.2:RespondentsExperienceinRealEstateManagement

Frequency Percent ValidPercent Cumulative

Percent

lessthat1yr 4 7.4 7.4 7.4

1-5yrs 47 87.0 87.0 94.4

6-10yrs 3 5.6 5.6 100.0

Total 54 100.0 100.0

Thefindingsindicatedthatthemajorityoftherespondentshadbetweenonetofiveyears

ofexperienceinmanagementofrealestatebusiness.Itwasfurtherestablishedthat5.6%

oftherespondentshadbetween6to10yearsofexperiencewhile7.4%hadlessthanone

yearofmanagementexperienceinrealestate.

Theresearchsoughttoexaminewhethertherewasarelationshipbetweenexperienceand

levelofeducation.Chi-squareanalysiswasperformedandtheresultsshownasinthe

table4.3.

Table4.3:education*experienceCrosstabulation

Howmanyyearshavebeeninreal

estatemanagement

Total

lessthat1

yr

1-5yrs 6-10yrs

Levelof

education

secondar

y
2 5 0 7

Diploma 0 19 1 20

Degree 2 22 2 26

Masters 0 1 0 1

Total 4 47 3 54

χ2=6.839,p=.261

From thetableitwasestablishedthatregardlessofthelevelofeducationmajorityofthe
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respondentshadbetween1and5yearsofexperience.Thechi-squarestatisticof6.839

wasfoundtoinsignificantatp<.05levelofsignificant.Thismeansthatisnosignificant

differenceinrespondents’experiencebasedontheireducation.

4.4DescriptiveStatistics

Descriptivestatisticsweresoughttoexaminerespondents’viewsinregardtothevarious

studyvariables.Thefrequenciesandchi-square(χ2)valueswerecomputedtomake

observationsbasedontheresponsesfrom therealestatemanagers.

4.4.1CostofLand

Respondents’viewsregardingthecostoflandweresought.Thefindingsfrom theanalysis

wereasshownintable4.3

Table4.4:DescriptiveStatisticsonCostofLand

SA

(%)

A

(%)

U

(%)

D

(%)

SD

(%)

χ2 P-

value

Thecostoflandinthisareahastaken

anupwardtrend

61.1

(33)

37

(20)
0 1.9

(1)

0
28.778a .000

Theincreasingcostoflandhasledto

increaseinpricechangesand

constructioncost

42.6

(23)

50

(27)

7.4

(4)

0 0

16.778a .000

Thecostoflandintheareamakesit

difficultforpeoplewithanincomeof

lessthanKhs.120,000toownhouses

inNakuru

39.9

(21)

55.6

(30)

5.6

(3)

0 0
21.000a .000

Itisdifficultformiddleandlowincome

earnerstoownhousesinNakuruEast

Sub-Countyduetohighpricesinthis

area

20.4

(11)

72.2

(39)

3.7

(2)

3.7

(2)

0
68.222b .000

Increasingincomelevelscontributeto

highcostoflandleadingtoincreasein

housepricesintheareas

25.9

(14)

66.7

(36)

5.6

(3)

1.9

(1)

0

57.259b .000

Householdswithincreasingincome

uncertaintypreferrentingthanhome

ownershipduetohighcostofland

40.7

(22)

57.4

(31)

1.9

(1)
0 0

26.333a .000
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ValidN(listwise) 54

Thetable4.3demonstratedthatamajorityoftherespondentswereinagreementwithall

theassertionsrelatingtothecostofland.98.1% oftherespondentsstronglyand/or

agreedthatthecostoflandintheareahadtakenanupwardtrendresultingtoanincrease

inpricechangesandconstructioncosts.Further95.5%oftherespondentsstronglyand/or

agreedthatthecostoflandintheareamakesitdifficultforpeoplewithanincomeless

thanKshs.120,000toownhousesinNakuruEastSub-County.Theyalsoobservedthatit

isdifficultformiddleincomeearnerstoownhousesinNakurutowneastsub-countydue

tohighpricesinthisarea.Respondentsfurtheragreed(M=4.17,SD=.607)thatincreasing

incomelevelscontributetohighcostoflandleadingtoincreaseinhousepricesinthe

areaandfurtherobservedthathouseholdswithincreasingincomeuncertaintyprefer

rentingthanhomeownershipduetohighcostofland.Allthechi-square(χ2)valueswere

significantatp<.05meaningthattherespondentshadsignificantlydiverseviewsinregard

toalltheaspects.

4.4.2InterestRates

Thestudysoughttoestablishrespondents’viewsregardingloaninterestloansinproperty

buyingandconstructions.Thefindingsfrom theanalysiswereaspresentedintable4.4

below.

Table4.5:DescriptiveStatisticsonInterestRates

SA

(%)

A

(%)

U

(%)

D

(%)

SD

(%)

χ2 p-

value

Highmortgageratesdiscourageshome

ownership

51.9

(28)

44.4

(24)

3.7

(2)

0 0
21.778a .000

Mostpeoplefeartiedinamortgagedueto

incomeuncertainty

37.0

(20)

61.1

(33)

1.9

(1)

0 0
28.778a .000

Thereductionoftheborrowingcostinbanks

afterinterestratescapshasseenanincrease

inthenumberofpeopletakingupmortgages

14.8

(8)

42.6

(23)

40.7

(22)
1.9

(1)
0 25.852b .000

Theprolongedmaturityperiodformortgages

makeshomeownershipcostlyfair

22.2.

(12)

64.8

(35)

7.4

(4)

3.7

(2)

1.9

(1)
74.704c .000

Interestratesvolatilityleadstohighdemandfor

housinginthelongrun

37.0

(20)

53.7

(29)

7.4

(4)

0 1.9

(1)
39.185b .000
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Withlowinterestratesbuyerareabletoown

homes

35.2

(19)

4.4

(24)

20.4

(11)

0 0
4.778a .098

ValidN(listwise) 54

Respondentswereinagreementwithalltheaspectsofinterestratesonpropertyloans.

96.3% oftherespondentsstronglyand/oragreedthathighmortgageratesdiscourage

homeownershipand98.1% oftherespondentsstronglyand/oragreedthatpeoplefear

beingtiedupinamortgageduetoincomeuncertainty.Ontheotherhand57.4% ofthe

respondentsstronglyand/oragreedthatthereductionoftheborrowingcostinbanksafter

interestratescaphasseenanincreaseinthenumberofpeopletakingupmortgages.

Further,87%oftherespondentsstronglyand/oragreedthattheprolongedmaturityperiod

formortgagesmakeshomeownershipacostlyaffairwhile90.7% oftherespondents

stronglyand/oragreedthatinterestratesvolatilityleadstohighdemandforhousinginthe

longrun.Finally,39.6%oftherespondentsstronglyand/oragreedthatwithlow interest

rates,buyersareabletoownhomes.

4.4.3MortgageRisk

Inregardtothemortgagerisk,thefindingsfrom theanalysiswereaspresentedintable

4.5below.

Table4.6:DescriptiveStatisticsonMortgageRisk

SA

(%)

A

(%)

U

(%)

D

(%)

SD

(%)

χ2 p-

value

Toavoidmortgageriskmostofthepeoplein

thisarearelyontheirsavingstobuyhousing

properties

31.5

(17)

63.0

(34)

3.7

(2)

1.9

(1)

0

53.407a .000

Governmentemployedpeopleinthisarea

easilyacquirepropertiesthroughmortgage

financingarrangementswiththeemployer

27.8

(15)

63.0

(34)

3.7

(2)
5.6

(3)
0 49.259a .000

Mortgageratesarehighdiscouragingpeople

from buyingpropertiesinthisarea

38.9

(21)

55.6

(30)

5.6

(3)

0 0
21.000b .000

Thelongmaturityperiodsformortgage

financingmakesbuyinglandacostlyaffair

16.7

(9)

64.8

(35)

14.8

(8)

1.9

(1)

1.9

(1)
73.037c .000

Thequalificationsformortgagearehighfor

peopletoafford

31.5

(17)

63.0

(34)

5.6

(5.6)

0 0
26.778b .000
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Thebankshaveattractivefinancingpackages

forhomeownersinthislocalitymakingiteasy

toaccessconstructioncapital

42.6

(23)

53.7

(29)
0

3.7

(2)

0
22.333b .000

ValidN(listwise) 54

Thetableindicatedthat94.5%oftherespondentsstronglyand/orthatinordertoavoid

mortgageriskmostofthepeopleinthearearelyontheirsavingsto buyhousing

properties.Further90.8%oftherespondentsstronglyand/oragreedthatthegovernment

employed people in the area easily acquire properties through mortgage financing

arrangementswiththeemployer.Ontheotherhand94.5% oftherespondentsstrongly

and/oragreedthatmortgageratesarehighdiscouragingpeoplefrom buyingpropertiesin

thisarea.Additionally,81.5%oftherespondentsnotedthatthelongmaturityperiodsfor

mortgagefinancingmakesbuyinglandacostlyaffairandthatthequalificationsfor

mortgagearehighforpeopletoafford.Incontrast,96.3% oftherespondentsstrongly

and/oragreedthatthebankshaveattractivefinancingpackagesforhomeownersinthis

localitymakingiteasytoaccessconstructioncapital.Allthechi-square(χ2)valueswere

significantatp<.05meaningthattherespondentshadsignificantlydiverseviewsinregard

toalltheaspects.

4.4.4GovernmentPolicy

Thestudyfurthersoughttoestablishrespondents’viewsrelatingtogovernmentpolicyon

homeownership.Thefindingspresentedasshownintable4.6

Table4.7:DescriptiveStatisticsonGovernmentPolicy

SA

(%)

A

(%)

U

(%)

D

(%)

SD

(%)

χ2 p-

value

Therearegovernmentregulationsgoverning

theownershipofland

42.6

(23)

44.4

(24)

9.3

(5)

3.7

(2)

0
30.000a .000

Registrationoflandtransferdetailsin

governmentregistrationofficesisatedious

andcomplicatedprocess

11.1.

(6)

50.0

(27)

25.9

(14)
13.0

(7)

0
20.815a .000

Acquiringlandtitledeedsaccordingto

governmentpolicyisacostlyprocess

40.7

(22)

53.7

(29)

3.7

(2)

1.9

(1)

0
44.519a .000

Thegovernmenthastoapprovethebuilding

planswhichisalengthyaswellascostly

process

37.0

(20)

55.6

(30)

7.4

(4)

0 0

19.111a .603
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Thegovernmentcontrolsthetypeofhouses

tobeconstructedindifferentlocationsinthe

Sub-County

18.5

(10)

59.3

(32)

20.4

(11)

0 1.9

(1)38.296a .000

Thegovernmenthaveimposedrentalincome

taxthatweighsheavilyonthelandlords

25.9

(14)

51.9

(28)

20.4

(11)

1.9

(1)

0
27.630a .000

ValidN(listwise) 54

Thetabledemonstratedthat87%oftherespondentstronglyand/oragreedthatthereare

governmentregulationsgoverning the ownership ofland.61.1% ofthe respondents

observedthattheregistrationoflandtransferdetailsingovernmentregistrationofficesis

atediousandcomplicatedprocess.Additionally,94.4%oftherespondentsstronglyand/or

agreedthatacquiringlandtitledeedsaccordingtogovernmentpolicyisacostlyprocess

and92.6% respondedthatthegovernmenthastoapprovethebuildingplanswhichisa

lengthyaswellasacostlyprocess.Ontheotherhand77.8%oftherespondentsstrongly

and/ortheyagreedthatthegovernmentcontrolsthetypeofhousestobeconstructedin

differentlocationsinthesub-county.Finally77.8% oftherespondentsstronglyand/or

agreedthatthegovernmenthaveimposedrentalincometaxthatweighsheavilyonthe

landlords.

4.4.5PricingofResidentialHouses

Thefindingsinrelationtotherespondentsviewsregardingthepricingofresidential

houseswereaspresentedintable4.7below

Table4.8:DescriptiveStatisticsonPricingofResidentialHouses

SA A U D SD χ2 p-

value

Risingdemandinhousinghasledtosky

rocketingofhouseprices

55.6

(30)

42.6

(23)
0

1.9

(1)

0
25.444a .000

Increaseinmoneyspentonrenthasledto

decreaseinpeoplesavingsmakingitdifficultfor

them toownhomes

55.6

(30)

38.9

(21)

1.9

(1)
3.7
(2)

0 45.704b .000

Theimbalancebetweenthesupplyanddemand

hascausedanincreaseinthepricesofhouses

51.9

(28)

44.4

(24)

3.7

(2)

0 0
21.778a .000

Toregulatetheproblem ofovervaluation,the

governmentavailsinformationonthepricingof

residentialhouses

50.0

(27)

42.6

(23)

3.7

(2)
3.7

(2)

0 39.778b .000
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Increasedincomelevelsinthislocalityhasledto

increasedhouseprices

33.3

(18)

63,0

(34)
0

1.9

(1)

1.9

(1)
55.778b .000

Thehighcostofcapitalhasledtoanincreasein

thehousingprices

50.0

(27)

44.4

(24)

1.9

(1)

3.7

(2)

0
43.037b 000

ValidN(listwise) 54

Thetableindicatedthat98.2%oftherespondentsstronglyand/oragreedthattherising

demand in housing hasled to skyrocketing ofhouseprices.Further94.5% ofthe

respondentstronglyand/oragreedthatincreaseinmoneyspentonrenthasledtoa

decreaseinpeoplessavingsmakingitdifficultforthem toown.Ontheotherhand,96.3%

oftherespondentsstronglyand/oragreedthattheimbalancebetweenthesupplyand

demand hascaused anincreaseinthepricesofhouses.Additionally,96.3% ofthe

respondentsstronglyand/oragreedthattoregulatetheproblem ofovervaluation,the

governmentavailsinformationonthepricingofresidentialhouses.Further96.3%ofthe

respondentsstronglyand/oragreedthatincreasedincomelevelsinthelocalityhasledto

increasedhouseprices.Inaddition94.4%oftherespondentsstronglyand/oragreedthat

thehighcostofcapitalhasledtoanincreaseinthehousepricing.

4.5Correlationanalysis

Thestudysoughttoestablishwhetherthereexistedanysignificantrelationshipsbetween

theindependentandthedependentvariables.Theresponseswerefirstcomputedinto

compositescoresoftheirmeanspereveryvariable.Pearsonproductmomentcorrelation

coefficientwasusedtoexaminetherelationships.Thefindingswerepresentedand

discussedasinthesubsequentsubsections.

4.5.1CostofLandandPricingofResidentialHouses

Thetwovariables,costoflandandpricingofresidentialhouses,werecorrelatedandthe

findingspresentedasshownintable4.8

Table4.9:RelationshipbetweenCostofLandandPricingofResidentialHouses

Costofland Pricing

Costofland

PearsonCorrelation 1 .173

Sig.(2-tailed) .212

N 54 54

Pricing PearsonCorrelation .173 1

Sig.(2-tailed) .212
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N 54 54

Costoflandwasshowntohaveaweakpositive(r=.173)relationshipwiththepricingof

residentialhousesinNakuruEastSub-county.Howeverthep-valueof0.212wasgreater

than the levelofsignificance which was p<.05 levelofsignificance.Therefore the

relationshipbetweenthecostoflandandthepricingofresidentialhouseswasconsidered

notto be significant.Therefore the researcherobserved thatcostofland has an

insignificantroleindeterminingthepricesofresidentialhousesinNakuruEastSub-county.

4.5.2InterestRatesandPricingofResidentialHouses

Toestablishtherelationshipbetweeninterestratesonloansandthepricingofresidential

houses,thetwovariableswerecorrelatedagainsteachother.Thefindingsfrom the

analysiswereaspresentedinTable4.9

Table4.10:RelationshipbetweenInterestratesandPricingofresidentialHouses

InterestRates Pricing

InterestRates

PearsonCorrelation 1 .068

Sig.(2-tailed) .626

N 54 54

Pricing

PearsonCorrelation .068 1

Sig.(2-tailed) .626

N 54 54

Itwas established thatinterestrates on loans had a very weak positive (r=.068)

relationshipwiththepricingofresidentialhouses.Therelationshipwasfoundtobe

insignificantatp<.05.Assuch,thoughinterestmayhavearoleinthepricingofresidential

houses,theroleisnegligibleandinsignificant.

4.5.3MortgageRiskandPricingofResidentialHouses

Correlationanalysiswasfurtherundertakentoexaminetherelationshipbetweenthe

mortgageratesandthepricingofresidentialhouses.Thefindingsfrom theanalysiswere

asshownintable4.10

Table4.11:RelationshipbetweenMortgageRiskandPricingofResidentialHouses

MortgageRisk Pricing

MortgageRisk PearsonCorrelation 1 .427**
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Sig.(2-tailed) .001

N 54 54

Pricing

PearsonCorrelation .427** 1

Sig.(2-tailed) .001

N 54 54

**.Correlationissignificantatthe0.01level(2-tailed).

Theanalysisestablished an averagepositivesignificant(r=.427,p=.001)relationship

betweenmortgageriskandthepricingofresidentialhousesinNakuruEastSub-county,

Kenya.Theresearcherthereforeobservedthatmortgageriskhaveanimportantrolein

determining the pricing ofresidentialhousesin thisarea.Therefore,a reduction in

mortgageratesleadstoconsequentreductioninhousepricesinthearea.Thereforeto

controlthepricingofresidentialhouses,bettermortgageratesneedtobeenhanced.

4.5.4GovernmentPolicyandPricingofResidentialHouses

Therelationshipbetweengovernmentpolicyandthepricingofresidentialhousesin

NakuruEastSub-countywasalsoestablishedandthefindingspresentedasintable4.11

below.

Table4.12:RelationshipbetweenGovernmentPolicyandPricingofResidentialHouses

GovernmentPolicy Pricing

GovernmentPolicy

PearsonCorrelation 1 .346*

Sig.(2-tailed) .010

N 54 54

Pricing

PearsonCorrelation .346* 1

Sig.(2-tailed) .010

N 54 54

*.Correlationissignificantatthe0.05level(2-tailed).

The table indicated the existence ofa weak positive significant(r=.346,p=.010)

relationship between governmentpolicy and the pricing ofresidentialhouses.The

relationshipwassignificantatp<.05.Thereforeitwasobservedthatgovernmentpolicy

hasacrucialroleindeterminingthepricesofresidentialhousesinNakuruEastSub-

county.As such,the researcherobserved thatgovernmentpolicy is importantin

controllingresidentialhousepricesinthisarea.
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4.6RegressionAnalysis

Thestudyundertooktoperform regressionanalysistoaidinhypothesistestingandfitting

theregressionmodel.Thefindingsfrom theanalysiswereasshownhereafter.

Table4.13:ModelSummary

Model R RSquare AdjustedRSquare Std.Errorofthe

Estimate

1 .446a .199 .151 .31543

a.Predictors:(Constant),MortgageRisk,Costofland,InterestRates

ThemodelsummaryfortheregressiongaveanR-squaredvalueof.199whichmeantthat

theindependentvariables(mortgagerates,costofland,andinterestrates)takentogether

accountsforupto19.9%ofthevariationinhousepricinginNakuruEastSub-county.The

remaining80.1%ofthevariationinthepricingofresidentialhousesisaccountedforby

factorsnotconsideredinthismodel.Theanalysisofvariancegavethefollowingresultsin

Table4.13

Table4.14:ANOVAa

Model Sum of

Squares

df MeanSquare F Sig.

1

Regression 1.234 3 .411 4.132 .011b

Residual 4.975 50 .099

Total 6.208 53

a.DependentVariable:Pricing

b.Predictors:(Constant),MortgageRisk,Costofland,InterestRates

AnF-value(F(3,50)=4.132,p=.011)wasestablishedwhichwassignificantatp<.05levelof

significance.This indicates thatthe independentvariables taken togetherhave a

significantinfluenceonthepricingofresidentialhousesinNakuruEastSub-countyin

Kenya.Thereforetheresearcherconcludedthatforpricingofresidentialhousescould

significantlybeexplainedbythemortgagerates,thecostoflandandtheinterestrates.

Themodelcoefficientstablegavethefollowingresultsshownintable4.14

Table4.15:RegressionTable

Coefficientsa

Model Unstandardized

Coefficients

Standardized

Coefficients

t Sig. CollinearityStatistics
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B Std.Error Beta Toleranc

e

VIF

1

(Constant) 2.067 .947 2.183 .034

Costofland .156 .156 .131 .998 .323 .928 1.078

InterestRates -.015 .173 -.012 -.088 .930 .927 1.079

MortgageRates .414 .128 .414 3.240 .002 .981 1.019

a.DependentVariable:Pricing

Thetableindicatesthattheparameterestimate(β)forthecostoflandwas.156withat-

valueof2.183.However,thet-valuewasinsignificantatp<.05levelofsignificance.As

such,costoflandhasnosignificantinfluenceonthepricingofresidentialhousesin

NakuruEastSub-CountyinKenya.ThereforethenullHypothesisH01thatCostoflandhas

nosignificantinfluenceonpricingofresidentialhousesinNakuruTownKenyafailedtobe

rejected.Theparameterestimate(β)fortheInterestratesonloanswas-0.015withat-

valueof-0.088.Thet-valuewasfoundtobeinsignificantatp<.05levelofsignificance.

Thismeansthatinterestratesonloanshavenosignificantinfluenceonthepricingof

residentialhouses.Assuch,thenullhypothesisH02,thatInterestrateonloanshasno

significantinfluenceonpricingofresidentialhousesinNakuruTownKenyafailedtobe

rejected.Ontheotherhand,theparameterestimate(β)formortgagerateswas.414with

at-valueof3.240.Thet-valuewasfoundtobesignificantatp<.05levelofsignificance.

Thereforeitwasconcluded thatmortgagerisksinfluenced thepricing ofresidential

housesinNakuruEastSub-countyKenya.ThusthenullhypothesisH03,thatMortgage

riskshavenosignificantinfluenceonpricingofresidentialhousesinNakuruTownEast

Sub-county,Kenyawasconsequentlyrejected.Thestudyfittedthefollowingregression

modelfrom themodelcoefficientstable.

Y=2.067+.156X1-0.015X2+.414X3+є

Where,

Y=PricingofResidentialHouses

X1=CostofLand

X2=Interestrates
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X3=MortgageRisk

From themodel,itwasevidentthattheautonomouspricingofresidentialhousesin

NakuruEastSub-countywasaconstantof2.067.Thereforewithalltheotherfactorsheld

constant,thepricingofresidentialhousesremainsataconstantfactorof2.067.Onthe

otherhand,aunitincreaseinthecostoflandledtoasubsequentincreaseinthepricesof

residentialhousesbyafactorof0.156.Further,withallfactorsheldconstant,aunit

increaseininterestratesledtoasubsequentincreaseinthepricesofresidentialhouses

byafactorof-0.015.A unitincreaseinthemortgagerateswithotherfactorsheld

constantswasshowntoresulttoanincreaseinthepricesofresidentialhousesbya

factorof.414.Therefore,theindependentvariableshadasignificantinfluenceonthe

pricingofresidentialhousesinthisarea.

SincealltheVIFvaluesarelessthan10,thisindicatesthatthereisnomulticollinearityin

thisdata.
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CHAPTERFIVE

SUMMARY,CONCLUSIONSANDRECOMMENDATIONS

5.1Introduction

Afterthedatawascollectedandanalyzedinform ofbothdescriptiveandinferential

statistics,theresearchercompiledasummaryofmajorresearchfindings.Shethendrew

conclusionsfrom thesummaryofthestudyfindings.Finallytheresearcherputacross

pertinentrecommendations in line with the effectofindependentvariables on the

dependentvariableandsuggestedareasforfurtherresearch.

5.2SummaryofFindings

Thestudyrespondentshadacquiredsubstantialacademicqualificationstoperform their

dutiesthoughthemajorityofthem hadlittleexperienceinworkingforRealestate.The

descriptiveandinferentialstatisticsprovidedinformationinregardstoeverystudyvariable.

5.2.1CostofLandandPricingofResidentialHouses

Findingsshowedthatrespondentswereinagreementwithalltheassertionsrelatingto

thecostofland.Theystronglyagreedthatthecostoflandintheareahadtakenan

upwardtrendresultingtoanincreaseinpricechangesandconstructioncosts.They

furtherobservedthatthecostoflandintheareamakesitdifficultforpeoplewithan

incomelessthanKshs.120,000toownhousesinNakuru.Theyalsoobservedthatitis

difficultformiddleincomeearnerstoownhousesinNakurutowneastsub-countydueto

high prices in this area.Respondents furtheragreed thatincreasing income levels

contributetohighcostoflandleadingtoincreaseinhousepricesintheareaandfurther

observedthathouseholdswithincreasingincomeuncertaintypreferrentingthanhome

ownershipduetohighcostofland.

Itwasfurtherobservedthatcostoflandhaveaweakpositiverelationshipwiththepricing

ofresidentialhousesinNakuruEastSub-countythoughtherelationshipwasinsignificant

atp<.05.Regressionanalysisindicatedthatcostoflandhadnosignificantinfluenceon

thepricingofresidentialhouses.Thereforeitwasobservedthatcostoflandhasan

insignificantroleindeterminingthepricesofresidentialhousesinNakuruEastSub-county.
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5.2.2InterestRatesandPricingofResidentialHouses

From descriptiveanalysis,itwasestablishedthatrespondentswereinagreementwithall

theaspectsofinterestratesonpropertyloans.Theyagreedthathighmortgagerates

discouragehomeownershipandthatmostpeoplefearbeingtiedupinamortgagedueto

incomeuncertainty.Ontheotherhandtheyagreedthatthereductionoftheborrowing

costinbanksafterinterestratescaphasseenanincreaseinthenumberofpeopletaking

up mortgages.Further,respondents agreed thatthe prolonged maturity period for

mortgagesmakeshomeownership acostlyaffairwhileagreeing thatinterestrates

volatilityleadstohighdemandforhousinginthelongrun.Finally,respondentsagreedthat

withlowinterestrates,buyersareabletoownhomes.

Ontheotherhand,findingsestablishedthatinterestratesonloanshadaveryweak

positiverelationshipwiththepricingofresidentialhouses.Therelationshipwasfoundto

beinsignificantatp<.05.Assuch,thoughinterestmayhavearoleinthepricingof

residentialhouses,theroleisnegligibleandinsignificant.Regressionanalysisindicated

thatinterestratesonloanshavenosignificantinfluenceonthepricingofresidential

houses.

5.2.3MortgageRiskandPricingofResidentialHouses

Descriptiveanalysisindicatedthatrespondentsagreedthatinordertoavoidmortgagerisk

mostofthepeopleinthearearelyontheirsavingstobuyhousingproperties.Theyfurther

agreedthatthegovernmentemployedpeopleintheareaeasilyacquirepropertiesthrough

mortgagefinancingarrangementswiththeemployer.Ontheotherhandrespondents

agreedthatmortgageratesarehighdiscouragingpeoplefrom buyingpropertiesinthis

area.Additionally,respondents noted thatthe long maturity periods formortgage

financingmakesbuyinglandacostlyaffairandthatthequalificationsformortgageare

highforpeopletoafford.Incontrastrespondentsagreedthatthebankshaveattractive

financingpackagesforhomeownersinthislocalitymakingiteasytoaccessconstruction

capital.



46

Furthercorrelation analysisrevealed thatan averagepositivesignificantrelationship

existedbetweenmortgageriskandthepricingofresidentialhousesinNakuruEastSub-

county,Kenya.Theresearcherthereforeobservedthatmortgageriskhaveanimportant

roleindeterminingthepricingofresidentialhousesinthisarea.Regressionanalysis

showedthatmortgagerisksignificantlyinfluencesthepricingofresidentialhousesin

NakuruEastSub-county.

5.2.4GovernmentPolicyandPricingofResidentialHouses

Findings indicated thatrespondents agreed thatthere are governmentregulations

governingtheownershipofland.Theyobservedthattheregistrationoflandtransfer

details in governmentregistration offices is a tedious and complicated process.

Additionallyrespondentsagreedthatacquiringlandtitledeedsaccordingtogovernment

policyisacostlyprocessandthatthegovernmenthastoapprovethebuildingplanswhich

is a lengthyas wellas a costlyprocess.On the otherhand theyagreed thatthe

governmentcontrolsthetypeofhousestobeconstructedindifferentlocationsinthesub-

county.Finallyrespondentsagreedthatthegovernmenthaveimposedrentalincometax

thatweighsheavilyonthelandlords.Correlationanalysisfurthershowedthatgovernment

policyhasasignificantrelationshipwiththepricingofresidentialhousesinNakuruEast

Sub-county,Kenya.

5.2.5PricingofResidentialHouses

Itwasestablishedthattherespondentsagreedthattherisingdemandinhousinghasled

toskyrocketingofhousepricesandthatincreaseinmoneyspentonrenthasledtoa

decreaseinpeople’ssavingsmakingitdifficultforthem toownhomes.Ontheotherhand

theyagreedthattheimbalancebetweenthesupplyanddemandhascausedanincreasein

thepricesofhouses.Theyobservedthattoregulatetheproblem ofovervaluation,the

governmentavailsinformationonthepricingofresidentialhouses.Theyagreedthat

increasedincomelevelsinthelocalityhaveledtoincreasedhousepricesandthatthehigh

costofcapitalhasledtoanincreaseinthehousepricing.

5.3ConclusionsoftheStudy

Basedonthestudy’ssummarytheresearcherconcludedthatthecostoflanddoesnot
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significantlyinfluencethepricingofresidentialhousesinNakuruEastSubCounty.The

findingsdemonstratedthatthecostoflandhadnosignificantrelationshipwith;neitherdid

itinfluencethepricingofresidentialhousesinthearea.Assuch,theresearcherobserved

thatthecostoflanddoesnotinfluencethepricingofhousesinthearea.Additionally,it

wasconcludedthatinterestratesonloansalsodoesnotinfluencethepricingofhousesin

thearea.Itwasindicativethatinterestratesonloanshadnosignificantrelationshipwith,

neitherdiditinfluencethepricingofresidentialhouses.

However,thestudyconcludedthatmortgagerisksignificantlyinfluencedthepricingof

residentialhousesinthisarea.Therewasanaveragepositivesignificantrelationship

betweenmortgageriskandthepricingofresidentialhouses.Further,mortgageriskwas

showntosignificantlyinfluencethepricingofresidentialhouses.Assuch,theresearcher

concludedthatmortgageriskhasasignificantroleindeterminingthepricingofresidential

housesinNakuruEastSub-county.Itwasfinallyconcludedthatgovernmentpolicyplayed

asignificantroleindeterminingthepricingofresidentialhouses.Apositivesignificant

relationshipwasestablishedbetweengovernmentpolicyandthepricingofhouses.

5.4RecommendationsoftheStudy

Basedonthestudyfindings,itisevidentthattheindependentvariablestakentogether

significantlyinfluencedthepricingofresidentialhouses.Thereforethestudyrecommends

forthegovernmenttobeabletobringdowntherentalpricestheyshouldcomeupwith

policymeasuresensurethatthecostoflandisbroughtdowntoencouragemorepeople

tobuyland.Further,thebanksshouldtakeadvantageoftheincreasingdemandforhome

ownershipbybringingdowntheinterestratesonloansthusattractingmorepeopletotake

uploansthuscreatingmoreprofitsforthebank.Furtherbettermortgagearrangements

shouldbeprovidedthatenablespotentialhomeownerstoaffordthefacilitieswithlower

mortgageriskimplication.Thiswillenhancetheabilityofpeopletoownhomesandthus

bringdownrentalprices.Throughgovernmentpolicy,thegovernmentcanbuildlowercost

housesandthusinfluencetheprivatesectorinbringingdownthepricesofrentalhouses.

5.4.1SuggestionsforFurtherStudies

Thisstudyfocusedonfinancialfactorsinfluencingthepricingofresidentialhousesin
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NakuruEastSub-countyKenya.Thus,thefindingsofthestudycanbegeneralizedto

reflectthesituationinthewholecountry.Thereforethestudyrecommendsthatsimilar

studiesshouldbeconductedinotherpartsofthecountrytoauthenticatethesefindings

and enable theirgeneralization.Furtherthe studyonlyfocused on financialfactors

influencingthepricingofresidentialhouses.Thereforethestudyrecommendsthatfuture

studiesshouldexploreotherfactorsthatinfluencethepricingofresidentialhouses.
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APPENDICES

Appendix1:IntroductionLetter

DearRespondent,

RE:RESEARCHQUESTIONNAIRE

Iam aMastersstudentatKabarakUniversityconductingaresearchentitled“Financial

FactorsInfluencingthePricingofResidentialHousesinNakuruEastSub-countyKenya.”

This research forms partofthe requirementformyMasters qualification.Iwould

appreciateifyouwouldkindlytakealittleofyourtimetocompleteaquestionnairethatI

willprovide.Anyinformationprovidedfrom youispurelyforacademicpurposesandall

responseswillbetreatedwithutmostconfidentiality.Yourcooperationismostvaluedand

appreciated.

Itakethisopportunitytothankyouinadvanceforyourquickreturnofyourcompleted

questionnaire.

Yoursfaithfully

WinnieChemirmir
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Appendix2:ResearchQuestionnaire

Thisquestionnaireisaimedatcollectingdatato facilitatethestudytitled:Financial

FactorsInfluencingthePricingofResidentialHousesinNakuruEastSub-county,Kenya.

Thequestionnaireformsanintegralpartofthestudyandtherespondentsarekindly

requestedtocompleteandgiveanyadditionalinformationtheyfeelisnecessaryforthe

study.Theresearcherwillupholdutmostintegrityandethicsbyensuringthatthedata

collectedwillbeusedabsolutelyforacademicpurposeandwillbetreatedwithstrict

confidentiality.

Usethescalefrom 1to5where1-stronglydisagree,2-disagree,3-undecided,4-agreeand

5-stronglyagreeforyourresponse.

DemographicInformationoftheRespondents

Inthefollowingsectionindicateusingatick(√)yourchoiceinthevariouscategories

1.Levelofeducation

Secondaryschool Diploma Degree

Masters Doctorate

2.Howmanyyearshaveyoubeeninrealestatemanagement?

Inthefollowingsection,usethefollowingscaletoshowyourlevelofagreementwiththe

statements therein as regards various aspects in financialfactors and pricing of

residentialhouses

1-StronglyDisagree(SD)2-Disagree(D)3-Undecided(U)4-Agree(A)5-StronglyAgree(SA)

I. CostofLand

Statement SA A U D SD

5 4 3 2 1

1.Thecostoflandinthisareahastakenanupwardtrend
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2.Theincreasingcostoflandhasledtoincreaseinprice

changesandconstructioncost

3.Thecostoflandintheareamakesitdifficultforpeople

withanincomeoflessthanKshs.120,000toownhouses

inNakuruEast

4.Itisdifficultformiddleandlowincomeearnerstoown

housesinNakuruEastSub-countyduetohighcostofland

5.Increasingincomelevelscontributetohighcostofland

leadingtoincreaseinhousepricesinthisarea

6.Householdswithincreasingincomeuncertaintyprefer

rentingthanhomeownershipduetohighcostofland

II. InterestRates

Statement SA A U D SD

5 4 3 2 1

1.Highmortgageratesdiscourageshomeownership

2.Mostpeoplefearbeingtiedinamortgageduetoincome

uncertainty

3.Thereducingoftheborrowingcostinbanksafterinterest

capshasseenanincreaseinthenumberofpeopletaking

upmortgages

4.Theprolongedmaturityperiodformortgagesmakes

homeownershipacostlyaffair

5.Interestratesvolatilityleadstohighdemandforhousing
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inthelongrun

6.Withlowinterestratesbuyersareabletoownhomes

III. Mortgagerisk

Statement SA A U D SD

5 4 3 2 1

1.Mostofthepeopleinthisarearelyontheirsavings

tobuyhousingproperties

2.Governmentemployedpeopleinthisareaeasily

acquirepropertiesthroughfinancingarrangements

withtheemployer

3.Mortgageratesarehighdiscouragingpeoplefrom

buyingpropertiesinthisarea

4.Thelongmaturityperiodsformortgagefinancing

makesbuyinglandacostlyaffair

5.Thequalificationsformortgagearehighforpeople

toafford

6.Thebankshaveattractivefinancingpackagesfor

homeownersinthislocalitymakingiteasyto

accessconstructioncapital

IV. GovernmentPolicy

Statement SA A U D SD

5 4 3 2 1
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1.Therearegovernmentregulationsgoverningtheownership

ofland

2.Registrationoflandtransferdetailsingovernment

registrationofficesisatediousandcomplicatedprocess

3.Acquiringlandtitledeedsaccordingtogovernmentpolicyis

acostlyprocess

4.Thegovernmenthastoapprovethebuildingplanswhichis

alengthyaswellascostlyprocess

5.Thegovernmentcontrolsthetypeofhousestobe

constructedindifferentlocationsinthesub-county

6.Thegovernmenthaveimposedrentalincometaxthat

weighsheavilyonthelandlords

V PricingofResidentialHouses

Statement SA A U D SD

5 4 3 2 1

1.Risingdemandinhousinghasledtoskyrocketingof

houseprices

2.Increaseinmoneyspentonrenthasledtoadecreasein

peoplesavingsmakingitdifficultforthem toown

homes

3.Theimbalancebetweenthesupplyanddemandhas

causedanincreaseinthepricesofhouses

4.Toregulatetheproblem ofovervaluation,the
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governmentavailsinformationonthepricingof

residentialhouses

5.Increasedincomelevelsinthislocalityhasledto

increasedhouseprices

6.Thehighcostofcapitalhasledtoanincreaseinthe

housingprices

ThankyouforyourCooperation
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Appendix3:ListofRealEstateAgenciesandCompanies

1.Angazarealestatelimited

2.ApexEnterprises

3.Baraka general commercial

agency

4.BedrockHoldingsLTD

5.Capital carehome & amp;

propertyconsultants

6.E.A.homescommercialagencies

7.Edvestinvestmentlimited

8.Gahakacommercialagents

9.GakuyoRealEstate

10.GenloseCommercialAgencies

11.Geo-luckyinvestmentagencieslimited

12.GoshenPropertiesConsultants

13.GraceLightCommercialAgency

14.GreenagesCommercialAgents

15.GurukrupaInvestmentsLimited

16.Ifnotwhynotinvestment

17.IkatwaestatedevelopersLTD

18.IntercitysecurehomesLTD

19.Interlinkbetacommercialagency

20.InvestaxCapital

21.JosmosCommercialAgency

22.KalimbulaInvestmentsLimited

23.KamalungaCommercialAgencies

24.Kenjaproperties

25.LakeLandAgency

26.LARKSPURHOMES&amp;PROPERTYCONSULTANTS

27.LONEENINVESTMENTS&amp;JONKAVENTURES

28.MagicMoversInvestments

29.MakaoMashinaniLimited
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30.MaoInvestmentsLimited

31.MaxspinInvestments

32.MenengaiPioneerPropertiesLimited

33.MimwaCommercia;Agencies

34.MuigaiCommercialAgenciesLTD

35.Muirupropertyinvestmentlimited

36.NakuruHousingPromotion

37.NetlinkInvestmentLimited

38.NgothoCommercialAgencyLimited

39.NuruProperties

40.PLANETHOMES&amp;PROPERTY

41.PremaDevelopersLimited

42.PropertyCareCommercialAgency

43.PuracCommercialAgency

44.RangesEstates

45.RivatexEastAfricanLimited

46.RobinsonInvestmentLimited

47.SaikaAgency

48.SilverLinksRealEstate

49.SkyLightCommercialAgency

50.SortmastersInvestmentsLTD

51.SparkleInvestments

52.StamwaCommercialAgency

53.SuperviewEnterprice

54.TawfiqCommercialAgency

55.TegemeoProperties

56.UfanisiVentures

57.UrithiHousingCo-OperativeLimited
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58.Walkincommercialagencies.

59.WellsSpringMarketingandEstateManagement

60.ZNCommercialAgencies

(Source:NakuruCountyLicensingDepartmentRecords(2017)


