How Can Accredited Investors Get Involved
in Real Estate?

A Guide

Direct Purchase of Distressed Properties

Accredited investors can directly buy distressed properties such as foreclosed homes, vacant
commercial buildings, or distressed multi-family units. These properties typically sell at a
discount due to their condition or financial status (e.g., foreclosure, bankruptcy).

Getting involved:

» Search for properties listed on foreclosure
websites, auctions, or through specialized
real estate agents.

» Negotiate deals with banks or property
owners looking to offload distressed assets.

» Perform due diligence on potential repairs,
renovation costs, and market value after
refurbishment (commonly known as ARV
—After Repair Value).
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Distressed Property Real Estate Investment Trusts (REITS)

Some REITSs focus specifically on distressed or undervalued real estate assets. By investing in a
REIT, accredited investors gain exposure to a portfolio of distressed properties without direct
ownership responsibilities.
Getting involved:
» Research REITs that specialize in value-add or turnaround projects.
» Invest in publicly traded REITs or private REITs that offer specific opportunities in
distressed property markets.
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This option offers diversification, liquidity (especially in publicly traded REITs), and
professional management of distressed assets, lowering the risk compared to direct property
ownership.

Real Estate Private Equity Funds

Real estate private equity funds often target value-add or distressed properties, pooling money
from accredited investors to acquire, renovate, and manage these assets.
Getting involved:
> Identify private equity firms that specialize in distressed or opportunistic real estate
investments.
» Meet the minimum investment requirements, which can range from £100,000 to several
million, depending on the fund.
» Participate in the fund's activities, such as decision-making for property improvements
or exit strategies.
Private equity funds give investors access to large-scale distressed property deals they might not
be able to pursue individually, with professional management overseeing the turnaround.

Real Estate Crowdfunding Platforms

Accredited investors can invest in distressed properties through real estate crowdfunding
platforms that specialize in value-add or distressed projects.
Getting involved:
» Platforms like London House Exchange, or Simple Crowdfunding are opportunities
focused on distressed and opportunistic assets.
» Minimum investments can start from £10,000 for accredited investors, depending on the
platform.
Crowdfunding provides a low-barrier entry to larger real estate deals, including distressed
properties. Investors can choose specific projects and receive returns through rental income or
eventual sales profits.

Distressed Debt Investing (Note Buying)

Instead of buying the property itself, accredited investors can purchase the distressed debt
(mortgages or loans) attached to the property. By buying non-performing loans (NPLs),
investors can take control of the asset if the borrower defaults.
Getting involved:
» Work with banks, hedge funds, or other institutions that sell distressed loans or notes.
» Research the underlying property securing the loan to ensure it has potential value.
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» Negotiate terms with the borrower to either modify the loan, foreclose, or sell the
property to recoup the investment.
Note buying allows investors to acquire distressed assets at a discount, with the potential for
significant returns if the property is restructured or sold at market value.

Real Estate Auctions

Many distressed properties are sold at auctions, often by banks, local governments, or through
foreclosure proceedings.
Getting involved:
» Attend property auctions in target markets or explore online auction platforms like
Auction.com or Bid4Assets.
» Perform due diligence on properties ahead of the auction, including researching liens,
property condition, and local market dynamics.
Auctions can provide access to distressed properties at below-market prices, offering potential
high returns if the property is renovated or sold at its market value.

Hard Money Lending to Distressed Property Buyers

Accredited investors can act as hard money lenders to other real estate investors or developers
who are purchasing distressed properties. Hard money loans are short-term, high-interest loans
secured by the property.
Getting involved:
» Work with real estate investors or developers who need quick financing to acquire and
rehabilitate distressed properties.
» Structure the loan with higher interest rates (typically 8%-12%) and a shorter repayment
term (6-24 months).
» Ensure that the property has sufficient equity to protect your investment in case of
default.
As a hard money lender, investors can earn high returns without directly owning the property,
while maintaining a secured position in case of default.

Opportunity Zones

Accredited investors can invest in distressed properties located in designated Opportunity
Zones, areas identified by the government for economic development. Investments in these
zones offer significant tax incentives.
Getting involved:
» Look for distressed properties within Opportunity Zones in target areas (such as parts of
Birmingham and Wolverhampton).
» Invest through an Opportunity Zone Fund to take advantage of capital gains tax deferrals
and potential tax exclusions on new gains.
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Opportunity Zones provide a way for investors to defer or eliminate capital gains taxes while
investing in distressed properties with value-add potential in emerging markets.

Sale-Leaseback Transactions

In a sale-leaseback, a property owner sells a distressed asset to an investor and then leases it
back, providing the investor with rental income and the seller with capital.
Getting involved:
» ldentify distressed property owners who need liquidity but still want to retain operational
control of their property (e.g., office buildings, industrial facilities).
» Purchase the property at a discount and lease it back to the seller, ensuring long-term
rental income while the seller maintains occupancy.
Investors gain ownership of distressed assets with built-in tenants, providing immediate cash
flow while the property is repositioned or renovated for future sale.

Joint Ventures (JVs) with Developers or Distressed Property Specialists

Accredited investors can partner with real estate developers or specialists who focus on
distressed properties. In a joint venture, the investor provides capital while the developer
handles the day-to-day management and renovation.

Getting involved:

» Network with developers who have
experience in rehabilitating
distressed properties.

» Form joint ventures where both
parties share the profits according
to a pre-agreed structure.

» Investors typically provide capital
for acquisition and renovation,
while developers contribute their
expertise and management.

JVs allow investors to leverage the developer's experience and resources, enabling access to
complex or large-scale distressed projects that would be difficult to handle independently.
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