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How to invest through the real estate cycle

Wei Ji危机Wei means crisis while Ji means opportunity. 

In the ancient Chinese philosophy, opportunities often arise from crisis.

Resilience across cycles 

1

Resilience requires acting opportunistically at points in time
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Re-pricing of unlisted real estate markets over time 
and geography

Australia slow to mark down values
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Capital growth index – all sectors (20-year index)
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Re-pricing of unlisted real estate markets over time 
and geography

Australia slow to mark down values
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Capital growth index – all sectors (10-year index)

US UK Aus.

Max. index value 

(post-COVID)
189 469 267

Date of max. 

value
Jun-22 Jun-22 Sep-22

Latest index 

value (Mar-24)
157 394 242

Peak to current 

change
-17.0% -16.0% -9.2%

Total return index – all sectors (10-year index)

US UK Aus.

Max. index value 

(post-COVID)
707 153 3,426

Date of max. 

value
Sep-22 Jun-22 Mar-23

Latest index 

value (Mar-24)
622 119 3,310

Peak to current 

change
-12.0% -22.2% -3.4%
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Compelling Opportunities
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Rising interest rates, 

declining asset values, 

lack of financing and 

looming loan 

maturities create 

compelling conditions 

for investments

Market Conditions

1. Federal Reserve Bank of New York. Accessed

6/13/24.

https://www.newyorkfed.org/markets/reference-

rates/effr.

2. Real Capital Analytics, April 2024.

3. Analysis limited to failures by US commercial

banks, savings banks, and savings and loan

associations between Jan. 1, 2008, and April 26,

2024. S&P Global Market Intelligence.

4. Mortgage Bankers Association Report –

Commercial / Multifamily Loan Maturity Volumes.

12/31/22
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U.S. Bank Failures Since 20083



Despite the rise in 

cumulative distress, 

much of the distress 

remains unresolved.

Market Conditions

Source: Real Capital Analytics, April 2024

Distress Indicators

Outstanding Potential

Bankruptcy
Delinquent loan 

payment

Default Forbearance

REO Watchlist

Special Servicing

Cumulative Distress
Distressed Sales and Share of Total

$3B

$2B

$14B

$10B

$22B

$38B

$15B

$27B

$29B

$56B

$28B

$50B

Others

Industrial

Hotel

Apartment

Retail

Office

Balance of Distress by Property Type

Oustanding Distress Potential Distress
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Compelling 

opportunity to 

provide senior 

secured loans at a 

lower basis, higher 

debt yield, and 2-3x 

higher rates than 2022

Distress from 

refinancing gap will 

create forced sales / 

REOs or structured 

recapitalizations 

Credit & Distressed 

Equity

Sources: 1. Chatham Financial Lending Market 
Overview, Q1 2024.

Loan Cost Fixed1 Loan Cost Floating1

1.50% 10-Yr 
Swap

+1.25% Spread

2.75%

3.84% 10-Yr 
Swap

+2.10% Spread

5.94%

Jan – 22 Mar – 24

319 bps 
Increase

0.05% SOFR

+2.50% Spread

2.55%

5.33% SOFR

+3.00% Spread

Jan – 22 Mar – 24

578 bps 
Increase

8.33%

Illustrative Gap in the Capital Stack

Fund It
Unlikely given lack of liquidity1

Sell It
Unlikely given where we are in the market cycle2

Recapitalize
The most likely solution (senior loans, mezz loans / 

preferred equity, and common equity)

3

2019 Acquisition Loan
(4% cap rate)

2024 Acquisition Loan
(5% cap rate)

In-Place NOI $3,000,000 $3,000,000

Market Cap Rate 4.0% 5.0%

Implied Value $75,000,000 $60,000,000

Max LTV 70.0% 60.0%

Max Loan Proceeds $52,500,000 $36,000,000

1-Month SOFR 1.0% 4.00%

Spread to SOFR 1.50% 4.25%

Total Cost of Debt 2.5% 8.3%

Debt Yield @ Max Loan 5.7% 8.3%

Actual DSCR @ Max Loan 2.3x 1.4x

Senior 

Loan

$52.5MM 

(70% LTV)

Senior 

Loan

$36MM 

(60% LTV)

Refinancing Gap

$16.5MM 

(87.5% LTV)

Sponsor Equity

$22.5MM 
Sponsor Equity

$7.5MM 

$75MM 

$60MM 

2019 Acquisition Loan 2023 Acquisition Loan

Maturity 3

Coupon: 
2.80%

DY: 
6.50%

Coupon: 
8.55%

DY: 
7.75%
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Unprecedented 

Demand 

Digital Infrastructure

1. Precedence Research, Artificial Intelligence (AI)
Market Size, Growth, Report By 2032. 2.
Bloomberg Business Intelligence Report,
Generative AI: Assessing Opportunities and
Disruptions in an Evolving Trillion-Dollar Market.

Total Public Cloud Spending Forecast2Estimated Global AI Market Size ($Billions)1
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19% CAGR
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Risks Mitigants

Power Supply 
Constraints

• On-site natural gas plants
• Small modular nuclear plants
• Using high-capacity transmission lines with new materials

Environmental Impact

• Waterless cooling systems
• Alternative fuels for backup generators (e.g., vegetable oil,

natural gas)
• Renewable energy integration

Siting and Zoning 
Issues

• Community engagement
• Strategic placement of data centers next to low-carbon power

sources (e.g., nuclear plants)
• Diversifying data center locations beyond traditional hubs

Infrastructure 
Challenges

• Innovative transmission solutions (e.g., high-capacity lines)
• Reconsidering aging power plants (e.g., repurposing old coal

and nuclear plants)
• Investment in long-haul fiber and digital infrastructure

Looking Ahead: Risks 

& Mitigants

Digital Infrastructure

Source: Keynote Interview with CIM Group’s David 
Blackford, June 2024.
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Best Ideas

Distress2

Debt maturities and expanding 

cap rates with interest rate 

increases create a favorable 

opportunity for distressed 

investments.

Credit1 Digital Infrastructure3

Key Opportunities:

1. Foreclosed or Forced Distressed

Sales

2. Structured Equity Rescue

Solutions

3. Recapitalization

4. Advanced Mid-Construction

Projects

The regional banking crisis, 

increased long-term interest rates, 

and the significant amount of 

maturing debt, creates a favorable 

opportunity for credit 

investments.

Key Opportunities:

1. Bridge (Acquisition, Pre-

development, Repositioning)

2. Construction (Development)

3. Special Situations

We believe the significant growth 

in Cloud and Artificial Intelligence 

(“AI”) will continue to increase 

demand for data centers.

Key Opportunities:

1. Powered Shell Data Center

Development (Build to Core)

Top Investment 

Opportunities
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Important 

Definitions and 

Disclosure 

Statement

Assets Owned and Operated

Assets Owned and Operated (AOO) represents the aggregate assets owned and 

operated by CIM on behalf of partners (including where CIM contributes alongside for its 

own account) and co-investors, whether or not CIM has discretion, in each case without 

duplication. 

Where noted, includes affiliated manager under common control with CIM Includes CIM, 

its sub-adviser, and their respective affiliates. While CIM and such sub-advisor are 

affiliates and such sub-advisor serves as a sub-advisor to a number of CIM-managed 

funds, CIM and such sub-adviser operate as independent companies. Each firm has its 

own management and investment teams. 

This confidential presentation and the material provided herein (collectively, the 

“Presentation”) is being provided by CIM Group, LLC or one of its affiliates (each 

individually or  collectively, “CIM”). This Presentation is intended solely for the recipient 

hereof (the “Recipient”). The Presentation and its content are legally privileged and/or 

confidential. The  Recipient agrees that it will (i) not copy, reproduce, or distribute this 

Presentation, in whole or in part, to any person or party (including any employee of the 

Recipient, other than  on a confidential basis and subject to this sentence an employee 

directly involved in evaluating an Investment (as defined below) without the prior 

written consent of CIM; (ii)  keep permanently confidential all information contained 

herein that is not already public; and (iii) use this Presentation solely for the purpose 

evaluating a potential Investment.

This Presentation is for informational purposes only. CIM is not soliciting or 

recommending any action based on this material. It does not constitute an offer to sell 

or a  solicitation of an offer to buy an interest in any CIM investment opportunity (each 

a “CIM Opportunity”) or any other interests, notwithstanding that such interests may 

currently  be offered. Any such offering of a CIM Opportunity will be made only in 

accordance with the terms and conditions set forth in, and the material provided herein 

is qualified in its  entirety by reference to, the following: 1) the confidential offering 

memorandum of such CIM Opportunity, 2) the governing documents of the entities for 

the applicable CIM  Opportunity, and 3) the subscription agreements of such CIM 

Opportunity (collectively and to the extent applicable, the “Governing Documents”). Any 

sale or offer can only be  made through the Governing Documents and should be 

reviewed before making an investment in the applicable CIM Opportunity (collectively, 

an “Investment”).

This Presentation is not intended to be relied upon as the basis for an investment 

decision, and is not, and should not be assumed to be, complete. In making an 

investment  decision, Recipients must rely on their own examination of the merits and 

risks involved. The contents herein are not to be construed as legal, business, or tax 

advice, and each  Recipient should consult its own attorney, business adviser, and tax 

adviser in order to make an independent determination of the suitability and legal, 

business, and tax  consequences of a CIM Opportunity.

In considering any performance information contained herein, Recipient should bear in 

mind that past or projected performance is not necessarily indicative of future results, 

and there can be no assurance that any CIM Opportunity will achieve comparable 

results or that target returns, if any, will be met. Recipient must be prepared to bear 

capital  losses, even a total loss of the amount invested.

The information herein (including all projected performance information) includes, or is 

based upon, observations and/or assumptions and involves significant elements of  

subjective judgment and analysis. No representations are made as to the accuracy of 

such observations and assumptions and there can be no assurances that actual events 

will  not differ materially from those assumed. In the event any of the assumptions used 

in this Presentation do not prove to be accurate, results are likely to vary substantially 

from  those discussed herein. Any opinions expressed in this document may be subject 

to change without notice.

Any Investment is subject to various risks and other investment considerations, none of 

which are outlined herein. Such risks and investment considerations should be carefully  

considered by Recipient before making any investment decision; a description of certain 

risks and investment considerations involved with an Investment can be provided upon  

request. Any key terms described in this Presentation represent a general overview of 

certain selected terms and are qualified in their entirety by reference to the Governing  

Documents.

CIM reserves the right to modify any of the terms of the offering and the interests in 

respect of any CIM Opportunity described in the Presentation in respect thereof.

Recipients of this Presentation agree that CIM, its affiliates and their respective 

partners, shareholders, members, managers, equity holders, employees, officers, 

directors,  agents, and representatives shall have no liability for any misstatement or 

omission of fact or any opinion expressed herein.

Except as otherwise specifically set forth herein, statements in this Presentation are 

made as of the date referenced therein. CIM does not undertake to, and will not, update 

any  such statements and neither the delivery of this Presentation at any time nor any 

sale of any interests described herein shall under any circumstances create an 

implication that  the information contained herein has been updated as of any time.

Internal Rate of Return (IRR) calculations assume cash flows occur at the end of each 

calendar quarter and represents the discount rate that would result in a net present 

value of zero, based on a 365-day year, for such cash flows.  IRRs for periods of less 

than a full year are not annualized.
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What should clients do?

The cycle is heading towards stabilisation. We expect strong tactical pathways for 

rebalancing portfolios. 

4

Needs-based real estate

Leverage local expertise
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US, UK and 

European funds

Open- and 

closed-end 

options
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Re-priced assets 

and portfolios offer 

outsized returns

Good vintage years

Higher than equity 

risk-adjusted returns

Opportunities across 

the risk spectrum

US, UK and 

European funds

Primarily 

closed-end 

options

Primarily US

Selectively, UK 

and European 

options

Primarily 

closed-end 

options

Action for clients:

Review your portfolio 

from the ground up

Identify gaps and risks. 

Know the Devil in the 

detail

Talk to Frontier about 

ideas and return-

enhancing strategies 

and managers to 

address gaps



Thank you for joining us.

Disclaimer:

Frontier Advisors Pty Ltd ABN 21 074 287 406 AFS Licence No. 241266. 

Level 17, 130 Lonsdale Street, Melbourne Victoria 3000.

The information contained in this presentation is current as at the date of preparation but may be subject to change. The information contained in this presentation is 

intended as general commentary and should not be regarded as financial, legal or other advice. This presentation has been prepared without taking into account your 

objectives, financial situation or needs. You should consider this presentation in light of these matters. Should you require specific advice on the topics or areas 

discussed please contact the presenter directly or an appropriate advisor. This presentation may contain forward-looking statements. These are not facts, rather, these 

forward-looking statements are based on the current beliefs, assumptions, expectations, estimates, and projections of Frontier Advisors Pty Ltd about the business, 

the industry and the markets in which we operate. Past performance is not a reliable indicator of future performance. Frontier Advisors Pty Ltd makes no 

representation or warranty that any of the information contained in this presentation is accurate or complete. To the maximum extent permitted by law, Frontier 

Advisors Pty Ltd does not accept any liability for loss arising from any reliance placed on the use of this presentation including the information contained within it. The 

contents of this presentation are confidential and must not be disclosed to any third party without our written consent. This presentation must not be copied, 

reproduced or distributed without the written consent of Frontier Advisors Pty Ltd. Frontier Advisors Pty Ltd does not provide taxation advice and you should seek your 

own independent taxation advice from a registered tax agent. 
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