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ABSTRACT

The dream of every young secondary school stuiastbeing to further their education career inte thrtiary institution
to become the person they have being dreaming pingdor. As a result of this, every nation of therld have being
experiencing a proliferation in the number of stud#hat are being enrolled into the tertiary ingtibn on yearly basis.
Sequel to the increase in the number of enrolmemtyear and couple with the deficit in the numbérstudents
un-accommodated into the on-campus hostel perly@abeing a major issue in satisfying student hmuaccommodation,
hence the need for private investors to investiimage student hostel in tertiary institutions. $hesearch examined private
student hostel investment around Federal Polytex;Hxdo-Ekiti with a view to ascertaining the riskolved and the level of
profitability of private student Hostel InvestmeFte target population of the study was the ownépsivate student hostels
around the Federal Polytechnic Ado-Ekiti. The santplframe of the private hostel investment arouhd Federal
Polytechnic was derived by means of a census ecay®&emola Junction, Aba and Afe Babalola axis. Stuely examined
five different hostel type which include; a singlem, self-contained, one bedroom flat, two bedrélatand three bedroom
flat. The research revealed that, though all thethbtypes seems to be profitable to invest upahah investment in
self-contained hostel room is more profitable teeist in because of its low level of risk and alsoduse of its profitability
index. The study therefore recommend among othatdnvestors should endeavour to invest more orafe student hostel
with more concentration on self-contained hosteéstment which is less risky and profitable typiewéstment. Therefore,

the importance of this study is to advice investorshe type of hostel type to invest in the sardq.
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INTRODUCTION

Central to the functioning of any effective terjiamstitution is providing for the various needstloé student body. This not
only refers to tuition, but also to the accommaatatand well-being of students. Students are thenrtaiget for the
establishment of any tertiary education systemKa|&at-Mbano and Ewulum, 2012). Ajayi, Nwosu ajan#\(2015) also
posited that students are the single most impostakeholders in the Nigerian Tertiary Educatiost8&ym. Further, Nigerian
tertiary institutions over time have experiencesigmificant rise in student enrolments over thet pasades. According to

Bello and Adebisi (2014), Nigeria has the biggestiidary education system in sub-Saharan Africa witer 114 accredited
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tertiary institutions. What's more is that morertg0 % of these tertiary institutions have a studerly of over 20,000
students. Having such a large and increasing nuofidertiary education students across the coyregents challenges in
terms of providing the necessary infrastructure sendices to facilitate the education of theseestigl As a result of these
challenges, the increased surge in students’ eerdlrhas not been matched by a corresponding grawttudent
accommodation. Figures from the National UniveesitCommission (2004) show that the provision oflestd housing is
less than 30 % of demand. Ubong (2007) assertedhbavast majority of students live off campusphivately rented
accommodation. Statistically, over 60 % of studémtsost of the tertiary institutions are non-resit meaning they live in
privately rented apartments because of in adeqasidence hall or on campus accommodation (AsaieeKpppienti,
Forkuoh, & Osei, 2012).

The fast emergence of student enrolment into tgrirestitution with limited accommodation as repattby Bello
and Adebisi (2014) creates opportunities for theettppment of student hostel by private investonqany cities in Nigeria
(Ubong, 2007). The emergence and growth of priyatieveloped off campus student accommodation ardNigdrian
tertiary education institutions has been driventhwy dual factors of increased student populationsthe failure of the

institutions to adequately respond to the growiagding needs of the student population. (Akinp204,2).

Alaka et.al (2012) asserted that in Nigerian universities galherthe on-campus students accommodation has
remained grossly inadequate, leading to the readgrd of the previous bed space arrangements imdk Bpaces, and
previous room spaces into bed spaces, without lacteducing the rent charged per space readjusteid.therefore affects
the satisfaction derived from the students and theas intention to seek other accommodation faegi They thus seek
same one outside the campus. Alaka (2010) thuseplothiat this situation has rather intensified lére development and
conversion of land uses around institutions of aigkarning. No matter how many hostels schoolsige; they are never
enough for the teeming students that are admittetyeyear. This explains why those who build houdese to the higher
institutions keep increasing the prices for remig kence making more profits through extortion. iFoeeasing rate of this

kind of development thus, requires evaluation efghofitability of such investments (Akinpelu, 2012

The crowded population of learner and graduatgestts makes the demand in lieu of accommodatitimeimrea,
portly and constant. This demand has invariabliatafl the rents and makes renting to studentsfarped option in lieu of
other person as a result of the high rent beentpattie students. Perhaps accommodate on the §iregeeosts that become
associated with tertiary education. Making it emasre prohibitive to the population. Making tertismgucation unaffordable

to the vast majority of the population is a sigrafit issue for many countries.

In the light of the above discussion, this studdréifore tends to assess the private student hogssitment around
Federal Polytechnic Ado-Ekiti with a view to aseémtng the risk involved and level of profitabilibf private student hostel
investment. The study adopted the use of standavihtibn to determine the risk inherent in eachtdlog/pe. Also
profitability index was used to to determine thefjtability rate of each hostel type using an m@t@5% been the prevailing
average interest rate on loan in Nigeria. The sadfpbe study was limited to Federal PolytechnicoAgkiti because of
several factors relating to its location such as ligh population of students enrolment, limitednber of available
on-campus hostel, among others. The research fdarséhe private student’s hostel investment arddedhola Junction,
Aba and Afe Babalola axis because private hostethése areas are registered and recognized vétsdhool Student

affairs.
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The Research Questions Are;
» What are the risks involved in private studentstebinvestment?
* Whatis the level of profitability indices of priteastudents’ hostel investment?

LITERATURE REVIEW

Private Student Housing Development

Student housing is an important and lucrative estdte segment (Mitra 2017). This is due to the enmeeasing growth in
higher education enrolment both in the developatideveloping countries which has underpinned thmeashel for student
accommodation. Over the past four years, internaticapital investment in student accommodatioreleasunted for about
40 percent of investment in the European real @statrket (Europa Property, 2020).In 2017, Sawforted that the global
investment into institutional student housing couéd to surge up. This assertion is backed up tghrecord-breaking
$16.45 billion in 2016 which surpasses the previmusual record of $15.6 billion set in 2015. Furthere, Chong (2017)
affirms that the global student housing sector, mowth about US$180bn (€165bn), as operators pusésboundaries
beyond the established markets. In the world stig@msing market, the US and the UK continue ttheedominant players
(Garg, Gupta & Jha 2014) due to the level of matust the market and the fact that the demand fodysng in these
countries has been exceptionally high comparethters countries (Boussia & Papadimitriou 2016).6Dtbp five countries
include Germany, France, Spain, the NetherlandsAaistralia. For instance, the US went up from $%8lion in 2015 to
$9.82 billion of investment in 2016 — a 65 % inaeand stands as a new record for the countryrsegicarried out by
Student House Business (2017) in 2015 alone, redetilat there are over 167 student housing pregetthdergoing
construction comprising 97,045 beds. Similarly, thé€ market secured $3.84 billion investment, itss®l highest volume
ever, after record-breaking volume of $7.24 billiar2015.In European countries like France, stutienising investment
increased by 245 % from €49 million in 2015 to €héilion in 2016 and by 380 % in Germany from €X&ilion in 2015
to €741 million in 2016 (Savills World Research ZDIPrasad (2006) and Prasad (2008) stated thahgwetant reason for
the involvement of the Private Sector in the prowvisof private student hostels is that most govermis find themselves
facing deep budget deficits and public financeisridccording to Europa Property (2020), interesinvestments in the
private student housing sector in Poland is cotigtagrowing. Investors see this market as highlgaptive, which
currently satisfies less than 10 percent of theatetrfor student accommodation. Significant advaegagclude forecasts

concerning the constantly growing number of forestudents in Poland and attractive rates of redarmvestment

Likewise, in Australia, Singapore and India the erignce seems to be surging considerably withiir #tedent
housing sectors, though the market is considerachature’ when compared to that of the UK and USrjikeki 2015;
Garg, Gupta & Jha 2014). The investment, accorttirigitra (2017), gains prominence mainly becausthethigher yield
rate it generates more than commercial yield rathe.market is only considered matured in the ackdmations like the
USA, the UK, and Germany and less matured in dguedpnations but it offers rental returns and gtoy&avills World

Research 2014]. Methods used in calculating investranalysis includes: Profitability assessmentlamdstment Risk
Student Housing Profitability Assessment

The investment, according to Mitra (2017), gaimsnpinence mainly because of the higher yield rageiterates more than
commercial yield rates. The market is only consgiddenatured in the advanced nations like the USAK, and Germany

are less matured in developing nations but it sffental returns and growth.
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(Savills World Research, 2014). Raimi, Ibisola, &dul 2019 opined that private developers / investame
encouraged to take advantage and pool more resoarstudent housing investments in order to mazérprofits and meet
the growing demand in the global world. AccordingAol Real Estate Contributor (2008) report revdaieat student
enrolment has raised from 98 million in 2000 to b&8ion in 2011 globally with an average increades million yearly.
Following that trend of growth, it is expected teriease have an estimated number of around 196mslfudents by 2020.
Student housing investments continue to gain tlemtébn of real estate investors in the world. Raihisola, & Abdul 2019
opined that private developers / investors are @raged to take advantage and pool more resourcssidient housing
investments in order to maximize profits and méet growing demand in the global world. AccordingL&visauskait
(2010) return is any profit that comes with an stweent which is usually determined by the histdriedurn of such
investment over a period of time. In estimatingriteirn, arithmetic average return or sample médineoreturnsi{) can be

used:
ny rii=1t= (1)
ri - rate of return in period i;
n - Number of observations.

Student Housing Risk Assessment

Risk can be defined as a chance that the actuadmat from an investment will differ from the expstbutcome. Obvious,
most investors are concerned that the actual owasithbe less than the expected outcome. The weniable the possible
outcomes that can occur, the greater the risk fagxkait 2010). Variance and the standard deviat®similar measures of
risk and can be used for the same purposes intineas analysis; however, standard deviation intpradés used more often.
So, the total risk of investments can be measurigd such common absolute measures used in statiaticstandard
deviation. In this case the arithmetic averagernetu sample mean of the returrfy i€ used instead of expected rate of

return; sample variancé?() can be calculated:
ny (rt-)2t=182r = (2)
n— 1 Sample standard deviation
(8r) consequently can be calculated as the squateftioe sample variance: __8r = §2rK. Levisauskait (2010)
Private Student Housing Investments in Nigeria

There has been a sporadic increase of studentneembinto higher institution of learning in thetlélsree decades (Ghani
and Suleiman 2017). Raimi, Ibisola, & Abdul (208#jrmed that the there has been an increase ideh®ands for student
housing need become widened as a result of the eaitenrolling students in tertiary Institution Migeria and thereby
opening investment opportunities for prospectiveestors. he study recommends that private devedfipeestors be

encouraged to take advantage and pool more resomrséudent housing investment in order to maxénpimofits and meet

the growing demand in the global world (Raimi, tés & Abdul 2019).

Alaka, Pat-Mbano and Ewulum (2012) reported thatghivate hostel investors within the neighbourhotatket
currently contribute 25 percent of the accommodaficovision for the Imo State University, IMSU studs at a room
occupancy ratio of two to a room, within the laydsimilarly, Adewunmi (2012) supports the assertluat figures provided

by the National Universities Commission (NUC) shitnat the provision of student housing is less tB@% of its demand
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which means that the property market has foundfficdlt to kept up with the increasing growth. Bhied the Nigerian
government in 2014 to encourage private hostel iders to develop more hostel accommodation to ehisdent
accommodation pressure (Pat-Mbano, Alaka & Okeo®a2p Using a case study approach, both probabdliiy
non-probability sampling designs were employed nitbe financial analysis, it was found out thathgsa discounting
factor of 20 percent which is the going interest @n loans by banks, none of the hostels unddy stas viable within a
period of 30 years as their Benefit Cost Ratio’skBg} were less than one and their Net Present \&{(NBV’s) were also
negative. The study has however succeeded in groviang the research in that all the hostel typestment considered in
the analysis were all profitable, this could beassult of variations in factors which include #rea of study or the nature

of demand for accommodation used in the projections

Ogungbe, Olukolajo and Binuyo, (2018) carried otinancial assessment of Private Student Host®igeria
Tertiary Institutions: A Case of FUTA Campus Firgnarising from sensitivity analysis indicated thadecrease of 35
percent in the demand for a room self-contain @iseounting factor of 25 percent shows the propettviable. The study
identifies that investment in student hostel offrpaus is very sensitive to student demand everght 68) percent reduction.
It was recommended that investors should constieroption of investing on-campus rather than offysas; a means

towards this is Public Private Partnership.
METHODOLOGY

A survey research design was adopted for this stundlythis is because it enables samples to betsgl&rom the entire

population in order to analyze data.

Both primary and secondary sources of data was addptvards achieving the aim and objectives oféisearch
which is toassess the private student hostel investment afeeeral Polytechnic Ado-Ekiti with a view to adeéring the

risk involved and level of profitability of privatgudent hostel investment.

The primary data was derived through the use eStjonnaires administered randomly to the ownensrivhte
student hostels in the study area, while the seagrahta information such as the total number ofirs, rent, location and
address of the owners was derived from the recamittithe office of the Dean of student of registepeivate hostels located
within the Federal Polytechnic, Ado-Ekiti. The tatrgpopulation of the study were the owners of theggstered private
student’s hostels around the Federal Polytechnim-Bkiti. This is because the Federal Polytechnibg-£kiti which had a
pioneer student enrolment of 350 (full-time NatibBgploma) and 95 academic staff in 1978 now haard0,000 students
(full-time and part-time National Diploma and Highgational Diploma, Certificate and Professionadgrammes) and a
total staff strength of about 1,500 and with inffigant on campus accommodation to cater for thesingy needs of both the

students and staff of the institution. Hence thedfer the school to accommodate private studestehestablishment.

The sampling frame of the private hostel investnaeaund Demola Junction, Aba and Afe Babalola,&ésleral
Polytechnic was gotten from the records of regestdrostels with the school. The School record dedghat there are forty

(40) purposely built private students’ hostel bimigh in the area and this was used as the sanzgle si

With stratified sampling, the sample population wasded into a number of strata based on the tfggroperty
and a sample was drawn from each stratum. Thisbaphrwas adopted from Asare-Kyire et al 2012 ardid gt al 2016.
This was used to stratify the hostels into typsfgle room, self-contained room, one bedroom fab, bed room flat and

three bedroom flat. A self-contain accommodatiom iom equipped with private toilet, bath and leétcette whereas
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occupants of singlesom accommodation share such facilities with otbeants

The study examined the risk inherent in hostel stwvent using standard deviation to determine the Standard
deviation is a measure of the amount of variatiodispersion of a set of valt and standard deviation is used becau

helps determine thmarket volatility or the spread of asset pricemm their average price.

The Formula for Calculating Standard Deviation Is

fen . —2
\,Il E]i:lzi{_f{i—:{ ]2

SD = N (3)
Where;

SD= Standard deviation
>'= sum of

Xi= each value in the data set

X mean of all values in the deset
N= number of value in the data

The risk of the various investment options whickhis different hostel type was derived using stashd&viation.
The yield of the various hostel typess gotten from estate surveyors and valuers irstildy area. A yield of . % was
ascribed to a single rooand a self contained hostel type, while a yield % was ascribed to one bedroom flat, t
bedrooms flat and three beabm flat. This is becae the higher the yield the lower the price or valfighe building. The
yield was used to calculate the return using thenfda in equation 2. This was further used to deilee the standar

deviation of the various hostel type using equatit
((CVpresent-(CVpastMl))/CVpast)*10( 4)

In order to determine the profitability of the \aus types of hostel investment, the growth rate determinec
using equation 3which is reof the current year divided by rent of the precgdiear mius 1 This shows the various grov
rate of the hostel type.

Table 1 showshe sample population been divided into a numbestrata based on the type of property and a sa
was drawn from each stratudxe preventative of the various hostel type was pidke single room, a room s-contain,

one bedroom flat, two bedroom flat and three bedrfat.

Table 2 shows a typical hostel type that was pidkethe study representing the various hostelsyhowing the total
number of units per building and average rentaleal’ hese buildings were picked because they heveverage number

unit and rental value in the study area, hencgustéication for selecting thet
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The Following Assumptions Were Made in Order to Degrmine the Profitability Index of the Various Hostd
Investments

» That all the rooms were fully let during the stymriod of this study.

* That the source of capital of the captured hostels through mortgage loans which attracted an geerderest

rate of 25 percent. Interest rate of 25 percentwsasl been the average interest rate on loan ierisig

»  Outgoings would be deducted from the total bengfitanagement fee at 10 % of gross rent, and seqichi% of net rent

which will be deducted at every 3 years)which es¢bmmon practice of most of the landlords in thdysarea.

Tablel: Sample Size Determination

Hostel Type | Sample Size of Property Owner| Percentage
Single room 13 32.5
Self-contain 18 45
1bedroom flat 4 10
2bedroom flat 3 7.5
3bedroom flat 2 5

Total 40 100

Table 2: A Representative of the Various Type of Hstel Type Showing the Total Number of Units per
Building and Average Rental Value

Hostel Type Total No of Units Average Rental Value
Single room 20 35,000
Self-contain 15 75,000
1 bedroom flat 12 85,000
2 bedroom flat 8 130,000
3 bedroom flat 4 200,000

ANALYSIS AND DISCUSSION

Risk Analysis of the Various Hostel Type

Risk can be defined as a chance that the actuzdimat from an investment will differ from the expatbutcome. However,
standard deviation is often used by investors taguee the risk of an investmentLevisauskaite (20IB¢ idea is that

standard deviation is a measure of volatility, et more investment returns vary from the investraverage returns, the
more volatile the investmentLevisauskaite (201@n8ard deviation was therefore used to measurievleéof risk of the

various hostel types.

Table 3 revealed the rate of return and the risklired in private students’ hostel investment. Tésults shows
that the investment in student hostel has a negyadite of return in the study area with self-corgdiapartment having the
highest negative return of -6, followed by a ondrbem flat with -4 rate of return. It must alsofii@nted out that the level
of the total rate of return is mainly determinedtbg capital based rate of return. Comparing #ssilt with other study on
profitability of investing in residential units: éhcase of real estate market in poland in the gefriom 1997 to 2011,
Trojanek and Trojanek (2012) opined that investnienésidential units in Poznan in the years 190712showed positive
rates of return, except for 2001, 2008, 2009 aridl 20

For the risk involved in student private hostek ttesult shows that; for a single room hostel itmesit, the
standard deviation is 7.84. Also, for a self — aimthostel investment, the standard deviation #5.2While for a
One-bedroom flat, Two- bedroom flat and Three-bedrdlat the standard deviation is 3.35, 7.08 a6& 4espectively. The

interpretation of these results is that a lowendtad deviation indicates that the values tendetalbse to the mean or the
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expected value while a high standard deviatiorcaughs that the values are spread out over a vadeger The implication of
these result to the study is that self containexdtapent and one bedroom flat are less risky investraption and better for
a risk averse investor. Ignoring the negative sifjihe returns from these investments, the resiolivs that investments in
self contain has the highest return which implied & self-contain investment is a risk adversestment and most suitable
and profitable investment option. However, thisuless in line with the work of Ogungbe et al, (B)Wwhich revealed that
investment in a self-contain hostel is a profitatyige of investment and risk averse. To comparé wiher development
types in Nigeria these findings agrees with thalNefosu (2019). The study dealt deeply into the rretwof real estate
investment, inflation hedging of real estate inmestt types and the relationship that exists betvieftation rate and real
estate investment returns. The result of the inyabn shows that the returns of real estate imvest types for residential
and commercial property that represent the direat estate performed well with positive rate ofires while indirect

property investments exhibited an average negagiwen.

Table 3: Risks Involved in Private Students’ Hostelnvestment

[Singl | Capital Fefur [ (X-X | Selfi-con | Capital | Ret | (A-X | One | Capital | Re | (X-X | Iwo | Capital | Ret | (XX | Three | Capita | Re | (X-X)
€ value n(X) |1 |@000) | value urn | }*2 [ bed value tur | }*1 | bed vale urn | )2 [ bed Ivalue | tur | ~2
room | (CV=NI*Y ({CV=NI room | (CV=NI|n room | (CV=NI room | (CV=N|n
= F) *YP) flat *YP) flat *¥P) flat I*YP)

000) | YP@10% YP@10 @& |vras & | vP@se% & |vras
(R 000) (R 000) (2 000)
300 3,000 T30 T30 720 0.000 620 8000 A00 2,000

[ 360 3,600 3 STO0 730 T30 -I0 | 1600 | TR0 9. 750 ] 34730 G000 E) 235450 8000 | 10 [ 12006 |
00| 4000 0 100 [823 3350 -I 2300 T80 9. 750 -5 | 1800 Te0 G300 -3 00T 330 8300 [0 [EE
300 3,000 I3 EII]8T0 3.0 ] 033 330 0300 -1 [947 300 10,000 -3 002 380 TO00 | -T 001

3
300 3,000 -0 ST.00 500 5000 -7 030 330 10300 -8 | I600] 300 10,000 -8 23.00 | 600 T | -T 018
360 3,600 I 333500 5000 IO | 1600 | 500 TI350 -1 [ 681 |50 12,000 il IT9.5 | 600 STV N
]
g0 | 6,000 g 66l 073 ST I I PSR ) [Z000 |2 (437 (980 ([ITOOo0 |16 | I&04[&d0 (8000 [-Z |07
4
T | 700 3 3600 1003 0050 | -7 [I3T7 [L0Z0 | IZ730 |- |[306 |60 |I[Z000 |0 II5T|880 (8300 [-I [I38
TO0 | 000 -0 001050 10300 |6 (000 |L0Z0 | IZ730 |-§ | 1600|960 |IZ000 | -8 | 2500710 |9000 (-5 |232
TO0 | 7000 10 R0 113 1750 |4 [390 (1020 |[II750 [ 8§ | 1600|140 [I5000 |0 TIT | 500 10000 |2 [103%
Average | -1 6146 & [ET0 4 11HA 3 [ 3008 . I A 5]
Std. Dev TH 105 33E T8 165 |
Source: field survey, 2019
Profitability Analysis
9= R-1 Q)
R
where:

R;Rent of the Current Year
Rt-1 Rent of the preceding Year
g : Growth Rate

Table 3 shows the rent passing of the differentdidgpes for the private student hostel investnanotund the
Federal Polytechnic Ado-EKkiti, Ekiti.It was obsedviiat rents were being reviewed every three ye#hsfew exceptional
cases where rent was reviewed in the second yeaveter, this study is in tandem with the work ofoaea, Uwaezuoke,

Omotehinshe, Lawal, and Ebenezer, (2018) which dotrat there was a significant increase in thealemalues of
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residential properties in the neighbourhoods arabed-ederal Polytechnic Ede, Nigeria. The tatde ahows the trend in

the growth of the rents of these Hostel investments

Figure 1 shows the graphical display of the grosatk, this was achieved by using trend lines. Térwdtlines were
used to graphically display the growth rate ofrératal values of the various hostel type usedHisrgtudy. The result shows
that; for a single room, the prevalence growth irateeases and decrease slightly over time. Atsoa two bedroom flat the
growth rate increase and decrease over time wipasadic increase in 2015 to 2016 and a drastidrfa2017. The
spontaneous increase in 2016 was attributed tastensincrease in students enrolment between 202016 (Dabara et al,
2018) and the high demand for two bedroom flatheydtudents and also by some staff of the insdituttho want to settle
down with their family. For a room self- contaihete was a prevailing increase and decrease irtlgrate over time but not
enough to be a significant linear change, and teeglled off. The same applies to a one bedrooin @amparing these
findings with the trends in the rental values dcfidential properties in close proximate to tertienstitutions, Dabara et al,
2018 was of the opinion that there was a significaucrease in the rental values of residential proes in the

neighbourhoods around the institution.

The dwindling or irregularity in the pattern of tahgrowth agrees with the findings of Ogungbel &04.8 which
revealed the sensitivity of off- campus studenttéloto changes in demand. This is peculiar to Fadpolytechnic

Ado-Ekiti, because of the building of more on-campuostels in recent times to accommodate more isthecampus.

Again, the profitability index of the investment sveonsidered in order to determine the financiabwity of this

hostel.

The net cash flow was discounted after necessatgomgs such as management fees, and repairs lesre b
deducted. The net cash flow was discounted at 2B8tcist rate to get the present value and thisused in calculating the
profitability index of the various hostel types.ribe various Profitability Index (PI) of the hdstea room self-contain has
the highest profitability index of 0.2384, followég a one bedroom flat which has a Pl of 0.205%{ twit is a single room
hostel investment which has a Pl of 0.2029, anddedroom flat which has Pl of 0.1902 while a thvedroom flat has the
least Pl of 0.1691. For mutually exclusive projetie decision rule is to accept the project wihbst value of positive PI.

Therefore, the implication of the result from tables that self-contain is more profitable becatibas the highest PI.

Table 4: Rent Passing and Growth Rate of Private 8tlent Hostel Around Federal Polytechnic Ado-EKkiti

Rent passing
SMo | Area Hastel Type 010 | 2011 | 20012 | 20013 | 2014 | 2015 | 2016 017 | 2018 2019
1. Single Room 15000 | 13000 | 20000 | 25000 | 25000 | 28000 | 30000 | 35,000 | 35000 | 35000
Growth Rate (1+2-1) | 0.00 0.20 011 | 025 0.00 012 0.07 017 0.00 0.00
Room self-contain | 30,000 | 50000 | 55000 | 38000 | 60000 | 60,000 | 65000 | 67.000 | 70000 | 75000
_ Growth Rate 000 | 000 | 010 | 005 0.03 000 | 008 0.03 0.04 0.07
Private (+g-1)
Student | Onebedroom flat | 60000 | 65000 | 65000 | 70000 | 70.000 | 75000 | 20000 | 85000 | 85,000 | 85000
hostel | Growth Rate 000 | 008 | 000 | o008 0.00 007 | 007 0.06 0.00 0.00
around (1+g-1)
Federal | Two Bedroom Flat | 80000 | 90000 | 95000 | 100,000 | 100,000 | 120,000 | 110000 | 120000 | 120000 | 130,000
Paly. Growth Rate
3, 5 2 2
vl g 0.00 013 006 | 005 0.00 0.20 092 0.09 0.00 0.08
Three Bedroom Flat | 100,000 | 120000 | 130000 | 140000 | 150,000 | 150000 | 160000 | 170,000 | 180,000 | 200,000
Growth Rate
0.00 0.20 008 | 008 0.07 0.00 0.07 0.06 0.06 011
()

Source: Feld Survey, 2019
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Trend in Growth Rate of Various Private Hostel
Investment
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Source:Field Survey, 2019

Figure 1: Trend in Growth Rate of Various Private Sudent Hostel
Investments around Federal Polytechnic Ado-EKkiti.

Table 5: Calculation of the Profitability Index of Private Students Hostel Investment

One Two Three
Single Bedroom Bedroom Bedroom
Room Self Contai Flat Flat Flat
Netcash Present n Netcash Present Netcash Present Netcash Present Neteash Present
Year PV@25% flow Value flow Value flow Value flow Value flow Value
0 1.000 7000000 | 7000000 11250000 [ 11250000 [ 12750000 | 12750000 | 13000000 | 13000000 10000000 10000000
2010 0.800 270000 216000 673000 340000 648000 318400 376000 460800 360000 288000
2011 0.640 324000 207360 673000 432000 702000 446280 648000 414720 432000 276480
2012 0512 340000 174080 701250 339040 663000 339436 646000 330752 442000 226304
2013 0.410 450000 184320 783000 320716.8 736000 300657.6 720000 204912 304000 2064384
2014 0328 450000 147456 810000 265420.8 736000 247726.1 720000 2359296 340000 1769472
2013 0262 476000 124780.34 | 763000 2003402 763000 2003402 816000 213909.3 310000 1336934
2016 0210 340000 11324621 877500 1840251 864000 1811939 792000 166094.44 | 576000 120796
2017 0.168 630000 10569646 | 904500 1517499 918000 1540148 264000 144955.15 [ 612000 102676.6
018 0.134 395000 70830548 | 802500 1197803 267000 116366.8 216000 109521.67 | 612000 8214125
2019 0.107 630000 67643.733 1012500 1087164 918000 08369.3 936000 10050223 720000 7730941
Sum 14204445 2681998 2613203 2472096.6 1690786
PI 0.2029 0.2384 0.2051 0.1902 0.1691

Source: Field survey, 2019

SUMMARY OF FINDINGS

The research revealed that from the various hagpa, self-contain hostel investment is less riskjlowed by a one
bedroom flat and three bedroom flat respectivehisTs due to the high demand for these hostel, typeple with the fact
that there is less provision of on-campus hostelrddo, most students often prefer room equipped pvivate toilet, bath
and kitchenette. From the analysis using the @dofity index, the research revealed that self-apnapartments have the

highest profitability index followed by the one lvedms flat and single room respectively.
CONCLUSIONS AND RECOMMENDATION

The sporadic increase of student enrolment intdndrignstitution of learning which does not commease with the
available on-campus hostel gave room for invegtoisvest in private hostel investment off camptisnce the need for this
study to assess the private hostel investment.r€b&arch has assessed private student hosteimmergsaround the Federal
Polytechnic Ado-Ekiti with a view to advice investmn the risk and profitability of the various ¢&ypf hostel investment.
The study has adopted the use of standard deviatetermine the risk inherent in each hostel ttso profitability index

was used to determine the profitability rate ofrelagstel type using a rate of 25% been the prexgiiverage interest rate on

Impact Factor (JCC): 6.2732 NAAS Rating 2.38
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loan in Nigeria. The study revealed that, thoughtteg hostel type seems to be profitable to inwgmin, but a room
self-contain hostel investment is more profitabdéeduse of its low level of risk and also becausisgdrofitability index.
The study therefore recommend that investors sheuldeavour to invest more on private student hosigl more
concentration on self contain hostel investmentchs less risky and profitable type of investmetdwever, investors
should be careful to note that earlier works of @ghe et al, (2018) on private hostel investmeng¢aés/the sensitivity of
self-contain hostel to changes in demand. A deergademand by 8 percent decrease in students’lgtgou off-campus

will affect the viability of a room self-contain e@mmodation.
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