
REAL ESTATE PRIVATE EQUITY FUND BUSINESS PLAN

Okay, so we have provided you an in-depth sample private equity real estate fund business plan template. We also took
it further by analyzing and drafting a.

Develop projects using fund-level financing in lieu of project-by-project financing. They use leverage to
increase equity IRR and are not averse to owning if loans default. If you have better estimates or sources, feel
free to add them. In this case, the sponsor obtains all of the benefits outlined above plus the ability to earn a
promoted interest and fees from the fund structure as a reward for its success. These companies maintain
extensive lists of accredited investors and institutions that frequently make investments into private investment
companies. How do Preferred and Catch-Up Returns work in waterfall models? On the other hand, a sponsor
that can add value in the development, acquisition and property management functions via superior
management, local market knowledge and depth of experience should be willing to incorporate fees relating to
these services into the fund structure. Those that invest in a private equity funds are usually perceived to be
institutional investors and high net worth individuals who are under those allowed by the government to invest
in this kind of industries. The Company is registered as a corporation in the State of New York. The reason
why New York has such a high share of the funds is due to the closeness to major institutional clients as well
as other investors. However, the Company intends to use a number of investment strategies that will ensure
that the firm will produce profits regardless of the general economic climate. Senior Loans are secured Debt
where the property acts as collateral, they tend to have the lowest interest rates either fixed or floating , and
they often have amortization periods that far exceed their maturities e. The third section of the business plan
will further describe the investment management services offered by the Private Equity Firm. LPs earn an
early return of capital and a preferred return on capital invested. OR Why would you invest in real estate? The
Bureau of Labor Statistics estimates that there are approximately 94, investment advisors currently employed
throughout the United States. Most of the large percentage of funds in these regions can be traced to high
concentrations in New York and Delaware. These regulations may become more stringent as the Securities
and Exchange Commission moves to have greater regulatory oversight over the hedge fund industry. The
private equity fund industry is a fragmented market and there are therefore no companies holding a dominant
market share in the industry. Appreciation is a significant part of the overall investment returns. Despite the
fact that there might be hikes in especially in the United States, interest rates are likely to remain below the
level it was in the years before the financial crises. In general, LPs start earning a preferred return on their
capital as soon as the funds are invested. There are also many investment options, from individual properties
to loans to REITs to real estate funds to crowdfunding, and they all have their benefits and drawbacks. The
major operating regions for this industry are the Mid-Atlantic, West, Southwest as well as the Southeast
regions. Before you can draw up your business strategy, you would need to conduct a thorough market
research so that you will be able to articulate your investment strategies to your potential investors. The
Private Equity Firm Inc. There will also be a greater retail access to the same strategies and asset classes
through mutual funds and equity trust funds. This advantage is highly dependent on the nature of the
investments and the credit risk of the sponsor. A litmus test for fee inclusion is whether the sponsor would be
willing to pay these fees if it were an LP in the fund. This can allow the sponsor to move more quickly to take
advantage of a rapidly developing market or a fluid environment. Financial Projections This section provides a
full set of comprehensive forecasted financial statements including a balance sheet, income statement and
cash-flow statement, for a period of three to five years. The industry assets under management and revenue
has witnessed a significant increase over the period of to as there has been more demand increase from
institutional investors. In previous decades, most financial firms needed to be within a close proximity to Wall
Street in order to provide their clients the highest level of service. Due to the high revenue generated by this
industry, more operators are coming into the industry which has led to the need for those coming in or those
already in the industry to engage in niche services that will enable them stand out from others in the same
industry. No matter the particular niche selected, the steps to forming a private equity fund business are
similar. The most reputable developers with the best track records are able to find investment opportunities in
their home markets that are outside their traditional property type focus, opportunities outside their historical
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geographic focus, or some combination of both. You could also size the Debt based on the credit stats the
lender is seeking, such as a minimum Debt Service Coverage Ratio of 1. However, if you have hundreds of
items, condense your product list categorically.


