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This book is a must-read for anyone who wants to learn about theevolution of private credit and asset-backed lending, and how thestructural shock of the 2008 �inancial crisis, innovation, andtechnology spawned the development of the non-bank lendingmarket that is now genuinely transformative for borrowers andinvestors alike.
—Christian	 Faes,	 co-founder,	 LendInvest;	 CEO,	 Faes	 &	 CoHere is a book that explains clearly the workings of new and excitingworld of real estate �inance and how it is completely transformed bytechnology. I highly recommend it to anyone who is engaging withreal estate. I will de�initely be using it in my class.

—Nir	 Vulkan,	 Associate	 Professor,	 Said	 Business	 School,	 Oxford,
Director	 of	 the	 Oxford	 Fin	 Tech	 programme.
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PrefaceThe idea for this book began with a personal story on a damp day inBirmingham in 2012.At the time, I was looking to buy an old factory in the city’s historicJewellery Quarter, which I wanted to turn into a modern co-living spacefor young professionals. Like many industrial buildings across Britain’sformer industrial heartlands, it had seen better days. Yet below theneglect, there was potential. The Jewellery Quarter has always been aplace where craftsmanship and entrepreneurship meet, and the idea ofgiving the building a new lease of life was deeply appealing.I had a capable contractor and a clear plan. What I did not have was atrack record with a project of such scale, even though I had completedmany smaller projects.In theory, that shouldn’t have been insurmountable. In practice, itproved exactly that. One by one, banks declined to �inance the project.The reasons varied in detail but were consistent in essence: without adevelopment track record, the risk simply didn’t �it. The fundamentalswere there, the contractor was highly experienced and the numbersbroadly stacked up. But none of that was enough. The answer remainedthe same. No.It was only after several months that a broker introduced me to a locallender I had never heard of before: a small, specialist �irm operatingoutside the traditional banking system. It was what would later becomeknown as a non-bank lender.Unlike the banks, they were willing to look at the project itself insteadof just my track record. They visited the site, spoke with the contractorand assessed the local market dynamics. Their underwriting processwas thorough, but it was also pragmatic. They were prepared tostructure a loan that recognised both the risks and the opportunity.That loan allowed the project to move forward.



At the time, I didn’t realise that this experience would shape thedirection of my professional interests for the next decade. But it was the�irst moment when I clearly saw how capital could come from outsidethe traditional banking system to enable projects that would otherwiseremain on paper.Over the following decade, my career increasingly intersected with theworld of non-bank lending. Working within �inancial markets and lateradvising FinTech and credit platforms, I watched as private lenders,institutional investors and technology-enabled platforms began to �illthe banks’ shoes.What I had �irst encountered as a niche corner of the market slowlyrevealed itself as something much larger.Developers had started getting excited about new sources of fundingthat could move faster and structure more �lexibly than traditionalbanks. Institutional investors began allocating capital to private creditstrategies backed by real assets. FinTech platforms introduced newways of originating and monitoring loans. In parallel, regulatoryreforms reshaped bank balance sheets and reduced their appetite forcertain forms of lending.Taken together, these developments were quietly transforming the�inancial ecosystem surrounding real estate.At �irst, the shift was easy to overlook. Private credit remainedrelatively small compared with traditional lending, and many observersassumed the change was short-lived. The prevailing narrative was thatbanks had retrenched in response to post-crisis regulation and thatthey would eventually resume their previous roles.But over time it became increasingly clear that something deeper washappening. Across markets, private lenders were �inancing projects thatbanks no longer touched: development schemes in regional cities,refurbishment of historic buildings, bridge �inancing for complexprojects and capital for small and medium-sized developers whostruggled to access traditional credit.Insurance companies, pension funds and sovereign wealth funds wereallocating increasing amounts of capital to private credit strategies.



Technology platforms were digitising parts of the lending process.Specialist funds were emerging to �inance everything from logisticsinfrastructure to student accommodation.Taken together, these forces began to redraw the map of real estate�inance. What had once appeared marginal was steadily movingtowards the centre of the market.As my own exposure to the sector deepened—including becoming anequity investor in a non-bank development �inance lender—I becameincreasingly fascinated by the broader forces behind thistransformation. The story was not just about alternative lendersreplacing banks. It was more nuanced. It was about how �inancialsystems evolve when regulation, technology and investor behaviourchange simultaneously.Yet despite its growing importance, real estate private credit remainssurprisingly under-explored. Discussions of private markets often focuson corporate lending or private equity, while the role of private debt in�inancing the built environment receives far less attention.This book seeks to address that gap.It examines the rise of real estate private credit from multiple angles:the regulatory shifts that altered bank lending after the �inancial crisis,the institutional investors seeking stable income in a low-yield worldand the technological innovations reshaping how credit decisions aremade. It also highlights the perspectives of practitioners—developers,lenders and investors—who are navigating this evolving landscapeevery day.Throughout this book, I draw on conversations with those allocatingcapital, structuring deals and delivering projects who are activelyshaping this market. Their perspectives reveal the practical realitiesbehind the headlines: how deals come together, how risk is assessedand how capital �lows through projects in practice.The aim is not to present private credit as a �lawless solution. Like any�inancial innovation, it carries risks and will inevitably face cycles thattest the discipline of lenders and borrowers alike. But its rise offers awindow into a broader transformation occurring across �inance.



Looking back, the old factory in Birmingham’s Jewellery Quarter nowfeels like an unlikely starting point for a book about the evolution ofcredit markets. Yet that early experience revealed something thatwould later become much clearer: the �inancial system is constantlyadapting, often through small and practical decisions made far from theheadlines.Sometimes those decisions begin with a lender willing to say yes wheneveryone else says no. And sometimes they quietly reshape the wayentire markets function.



Introduction
Beyond Banks: Lending, Power and the Long
Arc of Real Estate Credit

The	 ascent	 of	 money	 has	 been	 essential	 to	 the	 ascent	 of	 man.—Niall Ferguson,	 The	 Ascent	 of	 MoneyReal estate lending—indeed, all types of lending—has never been justabout money. It has always been about trust, power, in�luence and risk:who controls capital, who gains access to it and who ultimately bearsthe consequences when the tables turn.From Renaissance Florence, where the Medici used the power of creditto shape politics and property ownership across Europe, to modern�inancial crises in which the sudden withdrawal of liquidity determineswhich borrowers survive and which do not, lending has always been asmuch a mechanism of control as a commercial transaction.Every era has produced its own lenders and its own structures, yetproperty-backed lending has remained a constant anchor of the creditsystem through the ages. From ancient agricultural loans securedagainst harvests, to medieval pledges of land, to modern mortgages andinstitutional private credit funds, property has endured as collateralbecause it is tangible, visible, relatively stable and—unlike manyesoteric �inancial products—it can be valued with a reasonable degreeof certainty. Bricks and mortar may �luctuate in value, but they rarelyvanish overnight.And yet the same questions have echoed through the centuries: howshould the risk of property-backed lending be assessed? What trulyconstitutes good collateral? And how far can leverage stretch before itsnaps?The tools used to answer those questions have evolved dramatically. Yetthe underlying tensions have not. Today, sophisticated �inancial models,vast datasets and formidable computing power promise ever greater



precision in underwriting risk and faster decision-making. But longbefore algorithms, dashboards and automated credit systems, lenderswrestled with the same uncertainties. Then, as now, lending decisionssat at the crossroad of risk and return.This book is not a history of mortgages or real estate development�inance. Instead, it is an attempt to understand where private realestate debt comes from, and why it has surged so forcefully over thepast two decades.
Beyond	 Banks explores the growing in�luence of private credit in realestate �inance through a practical, case study-driven lens. Drawing onreal-world transactions across market cycles, institutional capital �lowsand conversations with practitioners, it provides a rare insight into howprivate lenders now operate alongside—and sometimes in place of—traditional banks.To understand this shift, however, we must step back and recognise apattern that repeats itself with remarkable consistency throughout�inancial history. Time and again, when traditional players struggle toadapt to changing economic realities and evolving demand, new formsof capital emerge to �ill the void. That pattern is not new. It is as old aslending itself. The history of real estate �inance is, in many ways, thehistory of what happens when established lenders retreat and newforms of capital take their place.
LAND AS THE FOUNDATION OF CREDITThe idea of pledging land or property as collateral for credit is olderthan any bank on Earth.In ancient Persia and Babylonia, people were already deeply engaged inthe business of borrowing and lending. Farmers regularly secured loansby pledging �ields, homes and future harvests. These arrangementswere often informal and deeply personal, sometimes sealed just by ahandshake or a word between parties who knew each other. Yet theunderlying logic was already clear. Land was durable, visible anddif�icult to conceal. It made for a natural collateral.



But as trade evolved and society grew more complex, lending graduallymoved from being a personal agreement into a structured system. TheRomans brought a formal framework and legal sophistication to thecenturies old business of lending. In their hands, lending became morethan just a handshake, it became a legal contract. They developedmechanisms like the hypotheca, which separated ownership frompossession, allowing borrowers to continue using land while it waspledged as security.But Roman ingenuity didn’t stop there. Ever the administrators, theydeveloped different types of loans for different purposes, formalisedcreditor rights, codi�ied rules governing collateral and even createdearly secondary markets by making debt transferable from one party toanother. In other words, the Romans institutionalised lending.
CREDIT AND POWERThroughout history, real estate lending has always re�lected whocontrols surplus capital.In today’s world, credit feels impersonal, coming from institutions withbalance sheets, regulatory frameworks, risk models and capital buffers.But in the old days, lending was deeply personal. Even in the earlysophistication brought by the Romans, one feature of credit stood out:capital �lowed not from institutions, but from wealthy individuals. Inantiquity, that meant royal households, aristocratic families andwealthy merchants. In medieval Europe, it meant landowners, theChurch and feudal elites. Lending was an extension of power: economic,social and political, seen in how some lenders sought proximity topower, even bankrolling rulers and their wars. Those individual�inanciers, and later professional bankers, deployed their own capitaland bore the risk personally.Evidence of this dynamic appears vividly in the Persian Empire, wheremembers of the royal household were active participants in creditmarkets, deploying personal wealth through agents and intermediaries,perhaps the early version of a personal wealth manager. Historical



records from the Murashu Archives in Babylonia reveal a sophisticatedsystem of property-backed lending in which land, crops and homeswere regularly pledged as collateral centuries before the emergence ofanything resembling institutional banking.But as markets grew more complex, so too did the intermediaries. Bythe late medieval and early modern periods, legal reforms helpedreshape mortgage law and rebalance relationships between lendersand borrowers. For example, legal principles such as the equity ofredemption softened the harsh consequences of forfeiture, allowingborrowers greater protection against permanent loss of property.Yet despite these developments, credit remained rare and expensive.Access to capital was limited to a relatively small portion of society.The true transformation would arrive with the industrialisation.
THE DEMOCRATISATION OF PROPERTY
CREDITThe Industrial Revolution fundamentally transformed real estate�inance by reshaping society itself. As populations moved from thecountryside to the cities in search of work and opportunity, propertyownership gradually shifted from aristocratic inheritance to middle-class aspiration. Urbanisation created a growing demand for housingand new �inancial tools to acquire it. New forms of employment creatednew cash �lows—regular wages instead of seasonal harvests—and withthem, the conditions for long-term amortised lending.One of the most consequential innovations of this period came not frombanks but from communities. Britain’s building societies, founded bytradesmen pooling savings to �inance homes, represented a profoundrevolution in credit. They institutionalised mutual trust. Capital was nolonger the exclusive domain of elites; it was aggregated collectively,allowing individuals who lacked inherited wealth to access credit.Over time, these structures enabled broader participation in propertyownership. Mortgages became more standardised and scalable,



gradually transforming homeownership from a privilege of the eliteinto an attainable goal for large segments of society. They were nolonger con�ined to privileged few. Clerks, machinists, shopkeepers andteachers could now secure their place on the property ladder.In the growing suburbs of London and along the smoke-darkened rowsof factory towns, the mortgage took on a new meaning. It was no longerjust a �inancial instrument or a legal contract. It became a quietrevolution, an instrument of progress, a tool that underpinned thedreams of a rising middle and working class in an increasinglyurbanised Britain.Banks eventually absorbed and expanded these models. By thetwentieth century, real estate lending across most developedeconomies became dominated by institutional balance sheets andregulatory frameworks.For decades, this system worked remarkably well.
CRISIS AND STRUCTURAL CHANGEThe stability of institutional lending has periodically been disrupted by�inancial crises.In the United States, the collapse of the mortgage market during theGreat Depression forced the government to rebuild housing �inancethrough long-term �ixed-rate mortgages, federal guarantees and thecreation of secondary markets for mortgage securities.Later episodes, including the Savings and Loan crisis of the 1980s andthe Global Financial Crisis of 2008, exposed how quickly propertymarkets can destabilise entire �inancial systems when leverage,optimism and weak oversight combine.The 2008 crisis proved particularly consequential. As banks sufferedhuge losses and regulators responded with sweeping reforms,traditional lenders became more constrained by capital requirements,liquidity rules and regulatory scrutiny.



The reforms succeeded in strengthening the resilience of the bankingsystem. But they also produced an unintended consequence. Banksbecame far less able—and therefore less willing—to �inance manytypes of real estate projects.Developers, promoters and operators still needed capital. But theinstitutions that had traditionally supplied it were retreating. Onceagain, a vacuum appeared. And, as history repeatedly shows, vacuumsdon’t stay empty for long.
THE RETURN OF PRIVATE CAPITALInto that gap stepped private capital. Initially, non-bank lenders wereviewed as opportunistic players: short-term replacements �illing a voidleft by cautious banks. But over time they became something moredurable. Institutional investors such as pension funds, insurancecompanies and sovereign wealth funds started allocating capital toprivate credit at scale.Technology platforms improved loan origination and monitoring.Private credit funds started �inancing projects ranging from datacentres to student housing. What had once been a fragmented corner ofthe market gradually institutionalised.Private real estate debt did not appear in opposition to banks. Instead,it developed alongside them, addressing parts of the market whereregulatory constraints made bank lending harder.In many ways, this evolution represents a return to an older �inancialmodel, one in which private capital plays a central role in lendingagainst real assets. History, in other words, had come full circle. Onceagain, lending adapted to economic reality.This is the story of private real estate debt. This book explores thatevolution in depth.Chapter 1 begins where this introduction ends: in the aftermath of theGlobal Financial Crisis, when regulatory reforms reshaped the



economics of bank lending and non-bank lenders moved from themargins towards the centre of the market.The chapter examines this transformation from multiple perspectives.We start by analysing how the �inancial crisis and the sweepingregulatory reforms that followed—from Basel III to Dodd-Frank—fundamentally changed bank balance sheets and reduced the appetiteof traditional lenders for certain types of real estate �inance.From there, the book moves from macro forces to market practice. Weexamine how private real estate debt deals are structured and executedin the real world, drawing on case studies that illustrate howalternative lenders �inance projects that fall outside conventionalbanking templates.The narrative then turns to the capital behind these loans. Institutionalinvestors—including pension funds, insurers, sovereign wealth funds,family of�ices and asset managers—have become the quiet architects ofthis market, allocating capital to private real estate debt in search ofstable income, diversi�ication and long-term resilience.Subsequent chapters explore how borrowers themselves have adaptedto this new landscape, increasingly turning to private lenders for�lexibility, speed and tailored capital structures. We also examine how�inancial technology, Arti�icial Intelligence (AI) and data are reshapinghow loans are originated, underwritten and monitored.Finally, the book looks ahead to the future of the market: the growinginstitutionalisation of private real estate debt, the evolving regulatoryenvironment, more stringent Environmental, Social and Governance(ESG) requirements from institutional investors and the role thatprivate capital is likely to play in �inancing the built environment in thedecades to come.Yet below the complexity lies a simple truth. Real estate lending hasalways been cyclical, adaptive and deeply intertwined with power. Theinstitutions may change and the structures may evolve, but theunderlying challenge remains the same: allocating capital against landin an increasingly uncertain world.



Private real estate debt is not an anomaly. It is the latest chapter in avery old story.
Beyond	 Banks:	 The	 Rise	 of	 Private	 Debt	 in	 Real	 Estate	 Finance, First Edition. RoxanaMohammadian-Molina.© 2027 John Wiley & Sons Ltd. All rights reserved, including rights for text and data mining andtraining of arti�icial intelligence technologies or similar technologies. Published 2027 by JohnWiley & Sons Ltd.



CHAPTER 1
After the Crisis: The Rise of Non-Bank
Lending

STABILISING THE CORE, SHIFTING THE
EDGES

The	 problems	 faced	 by	 banks	 during	 the	 �inancial	 crisis	 and	 the	 tougher
bank	 regulation	 that	 followed	 have	 increased	 the	 scope	 for	 nonbank
sources	 of	 credit,	 such	 as	 private	 lending.	 Properly	 managed,	 private
lending	 could	 increase	 the	 ef�iciency	 and	 resilience	 of	 the	 �inancial
system,	 but	 more	 visibility	 for	 regulators	 will	 be	 needed	 to	 ensure	 that
private	 lending	 is	 not	 a	 destabilising	 force	 in	 periods	 of	 �inancial	 and
economic	 stress.—Dr. Ben Bernanke, Former Chair of the US Federal Reserve (2006–2014)In the autumn of 2008, the world watched with mounting dread asheadlines blared of collapsing banks and billions in investor wealth wipedout. It felt less like a correction and more like a creeping crisis that spilledfrom the �inancial pages to the breakfast tables of ordinary households,unsettling even those who’d never so much as glanced at the markets,from cautious pensioners to grannies clutching their savings. But thetremors turned into a full-blown rupture on Monday 15 September, whenLehman Brothers—a 158-year-old institution once thought untouchable—went under. Just like that, 25,000 jobs were gone. Con�idence vanishedovernight. And the �inancial world tilted on its axis. In the days and weeksthat followed, credit markets seized up, interbank lending ground to a haltand the spectre of total �inancial collapse no longer felt hypothetical. Itwas uncomfortably close to home. Newspapers across the world carriedapocalyptic headlines, likening the moment to 1929, or worse.Why did no one see it coming? —Queen Elizabeth II



The collapse set off a chain reaction that no regulator, no central bank andno global leader could fully contain. Financial giants—not just on WallStreet, but in the City of London, Frankfurt, Tokyo and beyond—buckledunder the strain. Markets tumbled. Liquidity evaporated. And the engineof the global economy stalled, ushering in the deepest downturn since theGreat Depression some 80 years earlier.Figure 1.1 illustrates just how sharply the world’s largest banks wererepriced during the crisis. Financial giants once seen as unshakeable losttens—and in some cases hundreds—of billions of dollars in market valuewithin months, signalling a systemic shock that reverberated far beyondthe �inancial sector.

FIGURE	1.1	How	the	Crisis	Wiped	Out	Bank	Market	ValueBut the turmoil didn’t stay con�ined to �inancial markets for long. Theshock quickly spilled into the real economy, with the housing marketamong the �irst to unravel. House prices went into freefall. In the US alone,nearly nine million people would �ind themselves out of work over thenext two years. Millions more across the globe faced the same grim reality.Governments scrambled to stem the bleeding, stepping in with eye-popping bailouts, pumping billions into tottering banks in a desperate bidto contain the chaos.By the time the dust began to settle, the damage was staggering: anestimated USD 10 trillion in losses, the equivalent of more than one-sixthof global GDP in 2008. The �inancial system had been shaken to its verycore. Figure 1.2 shows how the S&P 500’s sudden slide marked the



beginning of a wider, synchronised downturn that swept across globalmarkets. Nothing would ever be quite the same again.

FIGURE	1.2	When	the	S&P	500	Plunged	During	the	CrisisAs the worst of the panic began to ebb, nearly 500 banks in America alonehad collapsed. But perhaps the most profound damage wasn’t visible inthe immediate wreckage: it lay in what the crisis had laid bare: that the�inancial system, as it stood, was riddled with structural �laws. The rulesthat had governed lending and risk-taking were full of blind spots: someobvious in hindsight, others long ignored. And those blind spots madereform not only necessary, but sorely overdue.When I discussed the structural roots of the crisis with Lord Adair Turner,former chair of the UK Financial Services Authority (FSA), he offered acharacteristically clear diagnosis of the deeper problem.



The fundamental problem is that modern �inancial systems, left tothemselves, inevitably create debt in excessive quantities—particularlydebt that funds the purchase of existing assets rather than productivenew investment, above all in real estate. It is this pattern of debtcreation that drives booms and �inancial busts. But the lesson of thepast two decades is not simply that real estate debt is dangerous—it isthat how debt is structured, governed and allocated mattersprofoundly.—Lord Adair Turner, Baron Turner of Ecchinswell, Former Chair of theUK Financial Services Authority (2008–2013)In the years that followed, policymakers around the globe set aboutpicking up the pieces and rebuilding the system from the ground up.Regulators—from the Federal Reserve in the US to the EuropeanCommission, the UK’s Prudential Regulation Authority and globalstandard-setters like the G20 and the Basel Committee—began rolling outa raft of new rules and recommendations designed to make banks safer,sounder and less prone to going bust. Capital buffers were beefed up,leverage rained in and rigorous stress tests introduced. It was, in manyways, a belt-and-braces approach, a wholesale re-engineering of thebanking system aimed at avoiding another catastrophic collapse.When I spoke with Professor Ben Bernanke, the man who helped steer theFederal Reserve through those de�ining years, one insight stood out: thepost-crisis effort to shore up the �inancial system carried an unexpectedtwist. As he recounted during our discussion, in trying to make bankingsafer, regulators also set the stage for something entirely new: the ascentof private credit.The more you tighten your grip, Tarkin, the more star systems will slipthrough your �ingers. —Princess Leia, Star Wars: A New HopeAs traditional banks came under tighter regulation and scrutiny, they alsobecame markedly more cautious, particularly when it came to lending.Borrowers, especially in the property sector, began to �ind that access tocredit had narrowed dramatically. Deals that would once have breezedthrough credit committees before the crisis were now deemed toocomplex, too risky, too illiquid or simply more bother than it’s worth for a



banking system newly allergic to risk. Figure 1.3 shows that bank lendingas a proportion of GDP has been on a steady downwards trajectory eversince.

FIGURE	1.3	How	Banks’	Retreat	Opened	the	Door	for	Private	CreditThat created an opening for a new breed of lender: private creditproviders operating outside the regulatory paraphernalia of high streetbanks. What began as a temporary workaround for a gummed-up systemsoon morphed into a structural shift. Private credit was no longer just astopgap; it became the backbone of a new lending ecosystem.This chapter unpacks that transition: how a con�luence of regulation,macroeconomic pressures and shifting investor appetite gave rise to amore fragmented and diverse landscape in real estate �inance. We explorethe rise of private credit providers, stepping into the breach left by thebanks and helping to redraw the map of modern lending.Through a series of global case studies and exclusive conversations withthose who had a front-row seat in the process, we’ll chart the arch of thistransformation, from its early stirrings in post-crisis America to its spreadacross continental Europe, the UK and beyond. Along the way, we’ll seehow the motives of investors, borrowers and regulators intersected—andoccasionally collided—to create the new normal in property �inance.But to understand how we got here, we must �irst rewind to the decisionsmade in the fog of the �inancial crisis because what escapes the spotlightoften rewrites the script.



You can’t connect the dots looking forward; you can only connect themlooking backwards.—Steve Jobs, Co-Founder and Former CEO, Apple Inc.During my conversation with Professor Bernanke, he offered sharpinsights into how early policy choices—meant to steady the ship—alsoended up reshaping the �inancial landscape. His re�lections help explainwhy, almost two decades on, the real estate lending market looksmarkedly different from the one that came crashing down in 2008.This is the story of how capital slipped through the cracks of traditional�inance, and where it ended up instead. It shows that what the systemmissed became the market’s next move.
REBUILDING THE SYSTEM AFTER THE
CRISISThe collapse of the �inancial system in 2008 didn’t just shake con�idencein the markets, it shattered faith in the rules that were meant to keepthose markets in check. Governments, regulators and global institutionsquickly grasped that the crisis hadn’t simply been the result of poorjudgement, it had been made possible by a system fundamentally un�it forpurpose.In the scramble that followed, world leaders convened under the G20umbrella, determined to ensure history wouldn’t repeat itself. The taskwas urgent: mend the cracks in the global �inancial architecture andredraw the rulebook from scratch. They handed the brief to the FinancialStability Board (FSB)—a body made up of central bankers and regulatorsfrom across the globe—to coordinate a sweeping overhaul of �inancialregulation.The ambition was bold but essential: to build a system that could servethe real economy—businesses, households, high streets and communities—without leaning on the kind of unchecked, short-term risk-taking thathad come to de�ine the pre-crisis era.



Regulation should aim to be simple and robust … and the authoritiesshould maintain a clear focus on the issues that matter when the worstoccurs—liquidity and leverage.—Mervyn King, Former Governor of the Bank of England (2003–2013)What followed was nothing short of a regulatory overhaul, a shift asconsequential as the New Deal-era reforms that reshaped the American�inancial system after the crash of 1929.Across jurisdictions, lawmakers introduced a raft of tougher rules forbanks: steeper capital requirements, tighter lending standards, stresstesting as standard and �irmer oversight of liquidity and leverage. Thesereforms, while trying to �ix the roof after the rain, were meant to makebanks more robust and better able to weather the next big shock. And inmany respects, they did just that.But there was a catch.As banks became more tightly regulated, their capacity—and thereforetheir appetite—to lend began to wane. This was especially true in sectorslike property and small-to-medium-sized enterprises (SMEs), where risksare trickier to price and returns much harder to pin down. The systemhad indeed been stabilised, but the gears had slowed.The data in Figure 1.4 tells the tale: Commercial Real Estate (CRE) loanshave steadily declined as a share of total bank deposits since 2007. Whathad once been a natural pairing—deposits funding local developments—began to unravel and into that gap stepped a new generation of non-banklenders.



FIGURE	1.4	Tighter	Rules	and	the	Retreat	of	Bank	CRE	Lending
Source:		Data	from	Federal	Reserve	Bank	of	St.	LouisThat’s where private credit stepped in.Let’s be clear, though: private credit wasn’t dreamt up in the aftermath ofthe 2008 �inancial crisis—as explored in the introduction, private lendingis as old as money itself—but the crisis gave it a shot in the arm. The post-crisis rulebook reshaped the risk-reward balance for high street banksand traditional lenders alike, leaving a gaping hole in the market. Andwhere there’s a gap, someone invariably steps in to �ill it, often with atouch of ingenuity and a keen eye for opportunity.Nature abhors a vacuum. —AristotleThis is the backdrop against which real estate private credit began toevolve. From niche, opportunistic plays into a global, institutional force.But to make sense of that evolution, we �irst need to look under thebonnet of the post-crisis reforms.What precisely changed in the wake of the crash? Which new rulesnudged banks to rein in their lending? And how did those shifts open thedoor for non-bank lenders to step into the breach, often more nimbly,more swiftly and with far fewer strings attached?In the sections that follow, we unpack the regulatory reset that reshapedglobal �inance, and in the process, redrew the boundaries of who lends,



how and to whom.
DODD-FRANK, BASEL III AND THE NEW
LENDING RULEBOOKIn the smouldering aftermath of the 2008 �inancial collapse, as publicanger reached fever pitch and calls for reform echoed throughWashington, Brussels and beyond, lawmakers responded with boldintervention and legislative thunderclap. On 21 July 2010, the Dodd-FrankWall Street Reform and Consumer Protection Act—named after SenatorChris Dodd, then Chairman of the Senate Banking Committee andRepresentative Barney Frank, then Chairman of the House FinancialServices Committee—was signed into law. Spanning over 2,300 pages ofdense legislative intent aimed at ensuring such a catastrophe would neverhappen again, Dodd-Frank wasn’t just a bill; it was a blueprint for a new�inancial order. For regulators, it was nothing short of a dream: sprawling,prescriptive and designed to leave no stone unturned in the bankingsystem. For the industry, it was the beginning of a new era of oversight,red tape and constraint.The thinking was clear, if not exactly straightforward: banks had becometoo powerful, too reckless and far too lightly policed. Dodd-Frank soughtto rein them in. It expanded the state’s role in �inancial regulation,imposed tighter capital and leverage requirements and made the businessof lending—particularly the riskier kind—far more arduous. At its heart,the Act was a full-throated attempt to bolster the resilience of the bankingsystem. But in doing so, it also quietly shifted the economics of credit.Lending became more costly, more regulated and far, far less pro�itable,especially for those parts of the market at the sharper end of the riskspectrum.For every action, there is an equal and opposite reaction.—Isaac NewtonJust a few months later, on 16 December 2010, the Basel Committee onBanking Supervision—made up of central bankers and regulators fromacross the globe—introduced its own set of sweeping reforms. Basel III, asthe new framework came to be known, didn’t appear out of thin air. It was



the third instalment in a regulatory saga that had started decades earlier.Basel I, unveiled in 1988, was the �irst stab at global capital standards, akind of regulatory safety net underneath the world’s banks. Basel IIfollowed in 2004, adding layers of risk sensitivity and new tools forsupervision and market discipline. But when the �inancial crisis struck,those earlier rulebooks didn’t hold up. They simply were no longer �it forpurpose.Then came Basel III: the global answer to Dodd-Frank. WhileWashington’s response was loud, political and played out in the full glareof the media, Basel III was hashed out quietly behind closed doors, draftedby technocrats with spreadsheets instead of soapboxes. It didn’t grabheadlines, but it rewrote the rulebook, nonetheless, with beefed-upcapital buffers, stricter liquidity ratios and sharper risk controls.Regulation, but with a clipboard instead of a stick: painstaking, dry as dustat times, but absolutely vital to stop the system getting derailed again.The core issue both Dodd-Frank and Basel III aimed to tackle wasstraightforward: too many banks had entered the crisis with balancesheets that looked �ine on paper, but were, in reality, as solid as asandcastle at high tide.
WHEN CAPITAL RULES CHANGED THE GAMESometimes, the most consequential shifts in �inancial history don’t comewith brass bands or banner headlines, but from dense, easily overlookedclauses tucked away in the small print of sprawling legislation. Such wasthe case with Section 171 of the Dodd-Frank Act containing leverage andrisk-based capital requirements, better known, at least among policywonks, as the Collins Amendment. Named after Senator Susan Collins ofMaine, this subtly powerful provision would go on to have an outsizedimpact on the business of real estate lending across the US �inancialsystem.At �irst glance, the Collins Amendment seemed like common sense, a belt-and-braces rule meant to keep the banking giants on the straight andnarrow. It required that large �inancial institutions—whether US bankholding companies or foreign banks operating stateside—all stick to thesame capital requirements that applied to traditional banks, those insured



by the Federal Deposit Insurance Corporation (FDIC). On the surface, itwas about consistency, a level playing �ield and a bit of good old-fashionedprudence. But the devil, as ever, was in the detail.Small hinges swing big doors. —AnonymousThe Collins Amendment required top-tier �inancial institutions tocalculate their capital requirements in two ways: once using their ownfancy internal risk models called the Advanced Approach (AA) and againusing a rule-based regulatory formula known as the StandardisedApproach (SA). Whichever approach produced the higher number wouldbecome the one that counted. Sounds sensible enough and conservative inevery way. But tucked away in this seemingly harmless rule was a subtleyet seismic shift that would quietly reshape the future of real estatedevelopment �inance.For years, banks had leaned heavily on internal risk models that drew ondetailed, institution-speci�ic data: tools designed to re�lect the actual riskof their portfolios more accurately than the standardised formula. Theresult often was a more favourable, if not necessarily sunnier, picture oftheir balance sheets. Senior real estate loans, in particular, werefrequently given low risk weights, based on past performance and internalassumptions. The upshot? These loans looked capital-light andcommercially attractive, safe enough to justify large exposures withouttying up too much precious regulatory capital.But the SA told a very different story. It was based on one-size-�its-allformulas that assigned much higher risk weights to real estate exposures,especially those tied to development projects: assets notorious for theircomplexity, long timelines and sensitivity to economic cycles. Once theCollins Amendment kicked in, banks could no longer rely on their ownmodels to justify lower capital charges. The regulator’s more cautious,conservative view became binding, effectively stripping away the capitalef�iciency that had made development lending so appealing.The impact was swift and decisive. Development �inance, once acomfortable stomping ground for banks, suddenly became a weightedburden on their balance sheets. The lights went out overnight. Many choseto pull back, redirecting capital towards assets with friendlier capitaltreatment. Into the void stepped a new wave of lenders—private credit



funds, insurance companies and non-bank institutions—ready to seize themoment and reshape the lay of the land in real estate �inance.To understand how the Collins Amendment worked in practice, let’simagine a �ictional bank—Midland Commercial Bank (MCB)—navigatingthe post-Dodd-Frank and Basel III regime. MCB held USD 50 million insenior CRE loans on its balance sheet.Under the SA, real estate loans typically carried a risk weight of 100%,meaning the entire exposure counted towards the bank’s Risk-WeightedAsset (RWA) calculation. Under the AA, however, MCB wasn’t relying onbroad regulatory formulas. It had built bespoke, in-house risk models overmany years, drawing on granular, loan-level data: borrower credit scores,Loan-To-Value (LTV) ratios, debt service coverage ratios, property types,geographic spread and historical performance metrics. For a portfolio ofwell-underwritten senior commercial property loans—particularly thosesecured by high-quality assets and backed by borrowers with strongcredit pro�iles—the models often justi�ied far lower risk weights.In MCB’s case, the portfolio was made up of low-risk, income-producingassets, with prudent LTVs and strong borrower pro�iles. Historical lossrates on similar exposures were minimal. As a result, let’s assume thatMCB’s internal models assigned a risk weight of just 33% to its CRE loanportfolio, a re�lection of what it saw as low probability of default and ahigh degree of collateral protection. From the bank’s perspective, thiswasn’t aggressive modelling. It was simply risk-sensitive, data-drivenlending. But under the Collins Amendment, even robust internal modelslike MCB’s could be cast aside in favour of the regulator’s one-size-�its-allapproach.Under the Collins Amendment, MCB could no longer just use the lower�igure. It had to run both sets of calculations—and use whicheverapproach resulted in the higher RWA. Table 1.1 shows the impact onMCB’s Return on Equity (ROE) under each scenario.



TABLE	1.1

Midland	Commercial	Bank	Capital	Requirement	Comparison
Standardised
Approach	(SA)

Advanced
Approach	(AA)Notional Value of Loans(USDm) 50 50Risk Weight (%) 100% 33%Risk Weight (USDm) 50 16.5CET1 Capital Requirement at4.5% (USDm) 2.25 0.74Cost of Bank Capital at 12%(USDm) 0.27 0.09Post-Expense Net Spread at0.75% (USDm) 0.38 0.38Net Income After Cost ofCapital (USDm) 0.11 0.29Return on Equity (ROE) 4.7% 38.5%For MCB, the numbers told two very different tales. Under the AA, thebank’s internal models painted a picture of ef�iciency: real estate loanslooked like smart, low-risk bets with strong ROEs. It was the sort oflending that made commercial sense and kept shareholders happy. Butthe SA was less forgiving, to say the least. All of a sudden, the sameportfolio appeared far more capital-intensive, dragging down returns andmaking the deal look far less appealing on paper. And thanks to the CollinsAmendment, there was no room for manoeuvre: the regulator’s moreconservative view took precedence. MCB was suddenly forced to holdcapital against the higher risk-weighted number, effectively penalising itsdevelopment lending and pushing the bank to rethink where—and how—it deployed its balance sheet. The gloves were off.

BASEL III REDEFINES BANKING STRENGTH



Alongside the Collins Amendment to the Dodd-Frank Act, Basel III quietlytore up the old rulebook on what it meant to be a resilient bank. At itscore were two powerful tools designed to prevent another global �inancialcollapse: capital ratios, to measure the quality and quantity of a bank’sshock-absorbing cushion and leverage ratios, a no-nonsense check on howfar banks could stretch their balance sheets. Together, they marked a newera of discipline in global �inance, one where strength wasn’t just aboutpro�it but about staying power.While capital ratios weren’t new—they had existed in earlier Baselframeworks—Basel III transformed them from a box-ticking exercise intoa true test of strength by tightening the de�inition of what counted as ‘real’capital. It sharpened the de�inition of capital by placing a premium on socalled Common Equity Tier 1 (CET1): the purest form of capital, made upof good old-fashioned ordinary shares, capable of absorbing losseswithout triggering broader panic. It also introduced harsher rules forwhat are known as Additional Tier 1 (AT1) instruments: perpetual bondsthat could be written down or converted into equity if a bank ran intotrouble.But Basel III didn’t just stop at tightening the rules for top-tier capital. Italso turned its attention to what regulators call Tier 2 capital—the secondline of defence in a bank’s capital stack. This included things likesubordinated debt, preference shares with loss-absorbing features, hybridcapital instruments and Loan-Loss Reserves (LLRs). Though not quite thegold standard like CET1, Tier 2 capital still played a vital role in helpingbanks weather a storm. Regulators wanted to ensure these instrumentsweren’t just window dressing—they had to be genuinely loss-absorbing,and they had to work the same way across different countries. The goalwas consistency, resilience and credibility. Whether a bank was based inFrankfurt or Johannesburg, the new Basel III rules applied right across theboard: a global standard, regardless of geography.These weren’t just a few tweaks around the edges, they were a seismicshift. Before Basel III, banks needed just 4% of Tier 1 capital against theirRWAs, and only half of that had to be CET1. Basel III raised the bar. Theminimum Tier 1 capital was nudged up to 6%, with CET1 rising to 4.5%,while the remaining 1.5% could come from other instruments such aspreferred shares. It was like someone �lipped a switch, and everythingstopped.



The Collins Amendment went even further in tightening the de�initions ofcapital by eliminating hybrid capital instruments. Those once-handy, part-debt, part-equity securities were no longer welcome in the Tier 1category. Only the purest forms of equity now counted towards a bank’score capital cushion.But that was just the beginning. On top of this, regulators added a so-called Capital Conservation Buffer (CCB): an extra 2.5% of CET1 thatevery bank had to hold during the good times, like �inancial fat reserves tobe dipped into in tougher periods. Then came the Countercyclical CapitalBuffer (CCyB), an additional �lexible layer of capital that nationalregulators could dial up or down depending on credit conditions in theirown economies. Not every bank had to hold it, but those in fast-growingor overheating markets often did, and the CCyB could reach up to 2.5% ofCET1 on top of the rest.Add it all up and some of the world’s largest, most systemically importantbanks faced capital requirements of 11% or more, a far cry from themeasly 2% of CET1 they needed to have under earlier rules. But thiswasn’t just about more capital. It was about better capital too. Basel IIIaimed to build a tougher, more shock-resistant system, one where bankscould take hits without toppling. It was nothing less than a full-scalerewiring of the global banking safety net.Yet, as history so often reminds us, reforms can have ripple effects that gofar beyond their original intent. In this case, the message to banks wascrystal clear: hold more capital, lend more prudently and steer clear ofrisks that might land you in the regulator’s bad books. And so they did.Every act of creation is �irst an act of destruction. —Pablo PicassoTo understand how the new risk-based capital requirements worked inpractice, let’s return to MCB—our �ictional but representative mid-sizedbank—navigating the post-Dodd-Frank and Basel III world. MCB held amix of assets on its balance sheet: a tidy pot of AAA-rated sovereign bondsand cash, residential mortgages, CRE loans and unsecured personal loans.As Table 1.2 shows, these assets differed signi�icantly in their underlyingrisk pro�iles.



TABLE	1.2

Midland	Commercial	Bank	Balance	SheetCash and Government Bonds (USDm) 50 Very Low RiskResidential Mortgages (USDm) 90 Medium RiskCommercial Real Estate Loans (USDm) 50 Higher RiskUnsecured Personal Loans (USDm) 20 High RiskRegulators now demanded that MCB assign a risk weight to each of theassets it held to calculate how much capital it needed to set aside, a kindof regulatory price tag that set how much capital the bank would have tokeep in reserve. Cash and top-tier government bonds, rated AAA to AA-,were treated as the crown jewels of safety: risk weight zero. In bankingterms, that’s about as close to a free pass as you’ll ever get.Residential mortgages, however, were another story. These were split intotwo camps. The �irst covered owner-occupied mortgages, loans notmaterially dependent on the property’s cash �low. The second includedbuy-to-let mortgages, where repayment relied squarely on rental income.For each, the capital burden would now hinge on the LTV ratio, theregulator’s shorthand for how much skin the borrower had in the game.For owner-occupied mortgages, risk weights stepped up gradually: 20%for loans under 50% LTV, rising to 70% for those exceeding 100%. Atypical 75% LTV home loan? About a 30% risk weight. Buy-to-letmortgages were treated with a bit more caution. Here, the same 75% LTVloan would attract a 45% risk weight and at the extremes—loans above100% LTV—the �igure could soar to 105%.CRE lending fared even worse. These loans were generally slapped withthe full 100% risk weight, sometimes even more—up to 150%—depending on the borrower’s credit quality or the project’s risk pro�ile.And unsecured personal loans? They sat �irmly at the bottom of theregulatory food chain, punished with a steep 150% risk weight, the priceof volatility in its purest form.The new regime stood in stark contrast with the pre-2008 framework.Before the 2008 crisis, banks had operated under simpler regimes. Basel I,



for instance, applied a blunt instrument approach: 50% risk weights forresidential mortgages, 100% for CRE, regardless of the LTV ratios,borrower pro�ile or asset quality. Basel II tried to improve on this byallowing more sophisticated institutions to use internal ratings-basedmodels, but it hadn’t been widely adopted before the crisis struck in 2008.Table 1.3 illustrates how this varying risk weights translated into theoverall capital requirements for MCB’s portfolio, showing the compositionof the bank’s risk-weighted assets under both typical and moreconservative regulatory scenarios.



TABLE	1.3

Midland	Commercial	Bank	RWA	Under	Basel	I	and	Basel	III

Asset	Type
Exposure
(USDm)

Baseline
Risk
Weight
(Basel	I)
RWA	%

Baseline
RWA
(USDm)

Re�ined	Risk
Weight
(Basel	III/IV
—Worst
Case)

Re�ined
RWA
(USDm)Cash andGovernmentBonds (AAA-AA-)

50 0% 0 0% 0
ResidentialMortgages(Owner-Occupied, 75%LTV)

60 50% 30 30–70%(worst case70%) 42
Buy-to-LetMortgages(75% LTV) 30 50% 15 45–105%(worst case105%) 31.5
CommercialReal EstateLoans 50 100% 50 100–150%(worst case150%) 75
UnsecuredPersonal Loans 20 100% 20 150%(strictercalibration) 30
Total RWA(USDm) 210 - 115 - 178.5
Let’s assume that MCB has USD 15 million in Tier 1 capital (equity andretained earnings). When MCB ran the numbers, its USD 15 million in Tier1 capital needed to support USD 178.5 million in RWAs, producing a Tier1 capital ratio of 8.4%. On paper, the bank ticked all the right boxes: it metits Tier 1 regulatory requirements of 6% and comfortably cleared the4.5% CET1 hurdle. But in practice, it was beginning to understand a new



reality: under the new rules, some lines of business were starting to lookmore trouble than they were worth.Tier 1 capital ratio = Tier 1 capital/RWA = USDm 15/USDm 178.5 =8.4%Basel III’s more granular risk weights under the SA were intended to �ixthe shortcomings of its predecessors. And yet, its broad-brush treatmentof real estate—especially development and construction lending—rathermissed the mark. Not all projects carried the same risk. Many posed farless risk than their assigned weightings suggested, but the new rulesdidn’t make room for nuance. Banks were left holding far more capitalthan the actual risk warranted.All of this created a clear and powerful incentive: either shrink RWAs orraise more capital. Most banks, quite understandably, chose the former.One lender I spoke with, who worked at a traditional bank during thistransition, described the atmosphere as ‘managed retreat’. The calculushad changed. Lending to real estate projects—particularly development—was no longer simply a question of credit quality or borrower strength. Itbecame a question of capital ef�iciency. Deals that once made sense ontheir own merits now had to justify the regulatory capital they consumed.And increasingly, they couldn’t.He recalled how deals that would once have sailed through creditcommittee now began to stall under new capital hurdles. ‘It wasn’t thatthe projects were bad’ he said, ‘they just didn’t stack up anymore: not forus’.In that moment, the de�inition of a ‘good loan’ was quietly rewritten. Itwas no longer just about risk and return, but about how ef�iciently a loanused scarce balance sheet. And in that new equation, many real estatedeals—especially those requiring time, �lexibility and judgement—simplyfell out of favour.
THE BLUNT EDGE OF SAFETY AND THE
BANK RETREAT



Basel III didn’t just tighten the screws. It hammered the message home.Alongside bee�ing up existing capital requirements, it introduced a newtool in the regulatory arsenal: the non-risk-based leverage ratio, with aminimum threshold of 3%. This was arguably the �inal straw that shiftedbank’s attitudes towards lending. For the business of lending, the leverageratio was a game changer.If risk-based capital ratios were designed with nuance and �ine-tuning, theleverage ratio was their blunter cousin: less sophisticated, but no lessin�luential. Unlike risk-weighted measures that could be massaged withcomplex models and rosy assumptions, the leverage ratio took a blunt butpowerful approach, measuring the bank’s capital against its totalexposures, on and off the books. The ratio didn’t care how safe or risky anasset looked on paper. It simply capped how far a bank could stretch itsbalance sheet, no matter the cleverness of its risk models.Effectively, the leverage ratio was a simple test: how much core capitaldoes a bank hold relative to the size of its entire asset base, regardless ofhow risky those assets might be. It was a safeguard, a �loor underneaththe safety net, ensuring that no amount of �inancial engineering coulddisguise an overstretched balance sheet. In other words, it didn’t matter ifa loan was made to a blue-chip company or a highly leveraged propertydeveloper: on the balance sheet, all assets were treated the same way.In practice, this no-nonsense constraint made it far less appealing forbanks to fund long-term, capital-intensive projects such as propertydevelopment. Margins were tight, timelines lengthy and the leverage ratiomade every pound lent feel heavier. For banks already feeling the pinchfrom stricter capital rules, it was a game changer.To see it in action, let’s go back to MCB, our �ictional but familiar mid-sized lender. MCB had a diverse portfolio: USD 50 million in AAA-ratedsovereign bonds, USD 90 million in residential mortgages (a mix ofowner-occupied and buy-to-let), USD 50 million in CRE loans and USD 20million in unsecured personal loans. That’s USD 210 million in totalassets. Table 1.4 sets out the composition of that balance sheet.



TABLE	1.4

Midland	Commercial	Bank	Total	AssetsCash and Government Bonds (USDm) 50 Very Low RiskResidential Mortgages (USDm) 90 Medium RiskCommercial Real Estate Loans (USDm) 50 Higher RiskUnsecured Personal Loans (USDm) 20 High RiskTotal Assets (USDm) 210Now imagine MCB held USD 15 million in Tier 1 capital, its most solidform of equity and retained earnings. Its leverage ratio would be:Leverage Ratio = Tier 1 Capital/Total Assets = USDm 15/USDm 210 =7.1%That would comfortably clear the Basel III minimum of 3%. But whatmattered wasn’t just the number. It was what it represented. For the �irsttime, banks were being told, in no uncertain terms, to hold capital not justagainst risk, but against sheer scale. The leverage ratio, in effect, acted as ahard �loor, a line in the sand. It didn’t care about how diversi�ied orprudently managed the bank’s book was. It simply put a cap on how largea balance sheet could grow based on the capital behind it. A bluntinstrument, to be sure, but regulators meant business.
THE VOLCKER RULE’S HIDDEN IMPACTAnd then came another blow: the Volcker Rule. Part of the Dodd-Frankreforms and named after Paul Volcker, who served as the Chairman of theUS Federal Reserve from 1979 to 1987, this rule aimed to prevent banksfrom making speculative investments with their own capital. This practicehad spectacularly back�ired in the lead-up to the 2008 crisis. While theVolcker Rule wasn’t directly aimed at traditional lending activities such asreal estate development �inance, it had meaningful knock-on effects thatshaped bank behaviour and strategy, particularly in how they thoughtabout risk, return and regulatory scrutiny.



Paul Volcker’s rule sought not only to restrict proprietary trading but tore-establish a moral �irewall between insured banking and speculativeactivity. As he put it, ‘If you are going to be a commercial bank, with all theprotections that implies, you shouldn’t be doing this stuff. If you are doingthis stuff, you shouldn’t be a commercial bank’.He later lamented how critics claimed the regulation had become tooheavy-handed, re�lecting his belief that the original intent got lost inimplementation: ‘They got it wrong in any broad sense... They say it is toocomplicated we can’t do it’.In practise, the Volcker Rule added yet another layer of complexity andcompliance risk to already tightly regulated activities. Although it didn’texplicitly ban real estate lending, it certainly discouraged banks fromdabbling in activities that looked speculative or illiquid, especially if itmeant tying up signi�icant amounts of capital on the books for longperiods, as is often the case with development loans. These loans ofteninvolve long durations, delayed cash �lows and market-cycle exposure, thesort of thing that might raise a few eyebrows post-Volcker.The rule also marked a broader regulatory shift towards de-risking andtightening controls over how banks used their balance sheets. Thisfostered a culture of increased caution, where banks began to steer awayfrom anything that remotely looked like proprietary risk-taking, includingdevelopment �inance, which can be seen as speculative, especially in early-stage or non-income-producing phases.The message was clear as day: real estate risk no longer belonged on bankbooks. And so the great retreat began. Some banks exited real estatelending entirely. Others quietly shifted risky exposures off their books.Not long after the Volcker Rule was publicly endorsed by President Obamaon 21 January 2010, Citigroup agreed to sell its real estate investmentmanagement arm, Citi Property Investors (CPI), to Apollo GlobalManagement on 13 November 2010. The transaction was an early signalthat a seismic shift was underway.
THE 150% PROBLEM: HVCREThe regulatory shifts we have just described set the stage for what camenext: by the early 2010s, banks had already begun quietly retrenching



from the world of real estate development �inance. The scars of the GlobalFinancial Crisis were still fresh and risk appetite was waning. Still, it wasonly after 2015—when a new regulatory regime took effect—that theretreat became more pronounced.The so called High Volatility CRE rule—or HVCRE, as it became known—might sound like a dry technical footnote in the sweeping post-crisisreforms, but for many banks, it was the �inal straw. Of�icially implementedin the US on 1 January 2015, the rule targeted a speci�ic subset of loans:Acquisition, Development and Construction (ADC) �inancing, especiallythose that were considered speculative or under-capitalised. If a borrowerhadn’t put at least 15% equity in the deal, or if the project lacked stablecash �low from income-producing assets, the loan would be classi�ied asHVCRE. And with that label came a harsh penalty—a whopping 150% riskweight, 50% higher than the standard treatment.The impact was immediate. For banks already under pressure to optimisecapital usage, the numbers no longer stacked up. Development loans—once a lucrative staple of commercial lending desks—were now capital-hungry liabilities. Even those institutions that had cautiously remained inthe space began to exit. The business case had quietly unravelled.To avoid the HVCRE designation, some banks tried to stay in the game bytightening credit terms. Borrowers were invited to bring more equity tothe table, secure pre-lease agreements, or defer projects until they lookedless speculative. But these tweaks did little to ease the capital burden. Ifanything, they pushed developers, famously asset-rich but cash-poor,further towards the outstretched arms of non-bank lenders. Thesealternative players weren’t just willing to lend; they tailored their terms,moved faster and spoke the language of real estate developers. Slowly butsurely, banks shifted their appetite elsewhere, towards safe assets thatwere easier to underwrite and friendlier from a capital perspective.Meanwhile, the rules themselves caused no small amount of head-scratching. Lenders, lawyers and regulators spent years trying to interpretthe �ine print. What exactly quali�ied as ‘substantial equity’? Did anincome-producing component make a project exempt? In response toindustry outcry, lawmakers passed reforms in 2018 under the EconomicGrowth, Regulatory Relief and Consumer Protection Act, narrowing thescope and rebranding the framework as HVCRE ADC. But by then, themarket had already adapted and moved on.



The damage—or the opportunity, depending on your vantage point—hadbeen done. A vacuum emerged where banks had once operated. And intothat vacuum �lowed a new class of lenders: private credit funds, insurancecompanies and alternative �inance platforms, many of them backed by thevery institutions that had once competed for mandates from banks.In short, the HVCRE rule didn’t just tweak the calculus of developmentlending. It reshaped the playing �ield. And in doing so, it helped catalyseone of the most signi�icant power shifts in modern real estate �inance.
THE ERA OF CHEAP CAPITALAs we’ve already seen, the aftermath of the Global Financial Crisis usheredin a regulatory reckoning that fundamentally reshaped the way banksoperated. Banks were hit with stricter capital requirements, heaviersupervision and a tangle of new rules designed to rein in risky behaviour.For real estate �inance, this meant banks increasingly shying away fromanything outside plain vanilla deals that carried even the faintest trace ofelevated risk: development loans, transitional assets, essentially anythingnon-core. In effect, the supply of bank credit shrank sharply.But supply is only half the story.One hand cannot clap alone. —Middle Eastern proverbMarkets, of course, don’t move on supply alone. There’s always a demandelement bubbling away in the background. And in the case of the rise ofprivate real estate credit, that demand was driven—quite powerfully—bythe interest rate environment that followed the crash. On the other side ofsupply sat the capital, still eager, still hungry, but now faced with asigni�icantly reshaped playing �ield. And the real fuel behind the rise ofprivate real estate credit wasn’t just tighter banking rules. It was themonetary earthquake that followed the crisis, one that changed the�inancial landscape for over a generation.When the global �inancial system teetered on the brink of collapse in2008, central banks were swift to act by loosening monetary policy.Interest rates were slashed across the board at historic speed in a



desperate bid to keep the economy from falling off a cliff. As showed inFigure 1.5, in the US, the Federal Reserve slashed rates to near zero. TheBank of England followed close behind. Across Europe and parts of Asia,policymakers went even further, with some countries tiptoeing intonegative interest rate territory.

FIGURE	1.5	The	Decade	of	Cheap	MoneyWhat was meant to be a temporary emergency measure to revive theeconomy became something far more permanent and turned into ade�ining feature of the post-crisis decade. In the UK, the Bank of EnglandBank Rate didn’t rise above 0.75% until May 2022, an unprecedentedstretch of monetary looseness in the Bank’s three-century history.Globally, the 2010s became known as the decade of cheap money.But interest rates can only be pushed so far. Once they hit rock bottom,they stopped working as a tool to boost the economy. Policymakers had tothink outside the box, and cutting rates wasn’t the only move centralbanks made. In the wake of the crisis, Large Scale Asset Purchases(LSAPs), or often simply referred to as Quantitative Easing (QE), quicklybecame part of policymakers’ mainstream toolkit. Effectively, theprogramme meant central banks around the globe started printing freshmoney to buy �inancial assets such as government and corporate bonds.This amounted to directly injecting liquidity into the �inancial system. Likelow interest rates, QE was meant to be a short-term lifeline. Instead, itbecame a de�ining feature of the post-crisis decade.



The policy response to the Global Financial Crisis did what it was meantto do: it kept the economy a�loat. But as is often the case with boldinterventions, the medicine came with side effects. Asset prices soared.Equities, bonds, property, commodities, even currencies, all were sweptup in a tidal wave of liquidity. In housing, demand surged while supplyremained stubbornly constrained, fuelling sharp price increases andgrowing affordability concerns.To understand why, let’s take a step back and look at how QE works inpractice. Imagine the European Central Bank (ECB) buys EUR 1 million ingovernment bonds from an asset manager. In return, the asset managernow holds EUR 1 million in cash. Holding onto that cash isn’t particularlyappealing: it earns nothing. So, the asset manager tries to secure betterreturns elsewhere, perhaps in equities, credit, or even alternative assets.As more investors do the same, prices of these assets start to rise, pushingup valuations and creating a so-called ‘wealth effect’. Households feelricher. Businesses can raise capital more easily. Spending ticks up.Investment follows.But the sheer scale of the post-crisis QE was unlike anything the worldhad seen before. In November 2008, a mere two months after LehmanBrothers had collapsed, the Fed announced what would become known asQE1. It was a bold plan to �lood the system by stepping in to buy hundredsof billions’ worth of US home loans: the kind that had fuelled the housingboom in the �irst place. It was an extraordinary move, but the crisisdemanded extraordinary measures.Then, as the downturn deepened, the Fed doubled down. By the time QE1wrapped up in March 2010, it had bought USD 1.25 trillion in home loansbundled into securities, USD 175 billion in federal agency debt and USD300 billion in US Treasuries, sums that would have seemed unthinkablejust a year earlier.The experiment didn’t stop there. In November 2010, the Fed launchedQE2, this time committing USD 600 billion to long-term Treasuries. Andwhen growth still faltered, it followed up with QE3 in 2012, a promise tokeep buying, month after month, with no �ixed end date. Forty billiondollars in agency Mortgage-Backed Securities (MBS) here, 45 billion inTreasuries there: the printing press was running at full speed. Together,these waves of QE rewrote the playbook of central banking and reshapedthe global �inancial landscape for decades.



One of the most profound consequences of cheap capital was whathappened to �ixed income investments. With interest rates at historiclows, the traditional building blocks of �ixed-income—government bonds,gilts, investment-grade credit—yielded next to nothing. The situationcreated a pronounced ‘reach for yield’.For pension funds, insurers and other institutional investors trying to hitlong-term return targets or match liabilities decades into the future, thiscreated a pressing challenge. The old, dependable sources of income hadall but vanished as traditional �ixed income no longer did the job. The oldlevers stopped moving the machine.So, while economists dubbed the 2010s the ‘lower for longer’ era, forinvestors it was a nightmare. Almost overnight, these institutions foundthemselves in an impossible bind. They still needed to generate income,but the old playbook had run out of pages.As we will explore in more detail in Chapter 3, investors were forced tocast the net wider, looking beyond the safety of mainstream assets. Theyhad a choice: move up the risk curve—say, from gilts to high-yield bonds—or look further away altogether. That second option, the search foralternatives, began to gather pace.And so began the great pivot, almost out of necessity. Gradually, capitalstarted to shift, into private equity, infrastructure debt, private credit, realestate and frankly into anything that offered a sliver of extra return. Theseweren’t just niche esoteric plays anymore. They started becomingessential components of institutional portfolios. In real estate, where thebanks were pulling back, the timing was fortuitous. Private lenders wereready to meet the moment.At the same time, demand for capital hadn’t gone away. Developers stillneeded funding. Sponsors still wanted leverage for acquisitions or torevitalise tired properties. Yet the banks—now more cautious,constrained and compliance-heavy—were increasingly unwilling to lend.That left a gap. And into that gap stepped a new kind of lender.Private debt funds and alternative credit providers—nimble, lightlyregulated and increasingly well capitalised—began to �ill the void. Theydidn’t face the same red tape as traditional banks. They could act quickly,tailor their underwriting to complex assets and price risk in a way banks



could no longer afford to. For borrowers, they offered speed and�lexibility. For investors, they offered something even more valuable: yield.What followed was a more enduring trend, a structural shift. Over thecourse of the next decade, private credit—particularly in real estate—moved from the margins into the mainstream. Once the preserve ofmiddle-market borrowers and opportunistic deals, it became a coreallocation within the world’s largest asset managers and private equityhouses. No longer just a stopgap for broken bank markets, it evolved intoa fundamental pillar of modern �inance.In Chapter 3, we will explore who the actual investors behind private debtare and how private credit �its into their broader investment portfolios.But for now, suf�ice it to say that the post-crisis world brought about aperfect alignment of conditions: traditional lenders pulling back,institutional capital searching desperately for yield and a new breed oflenders set to answer the call. Out of that, a multi-trillion-dollar privatereal estate credit market was born, not out of speculation, but out ofnecessity.
THE FIRST DOMINOThe story of private credit’s rise is often told as a global shift, but in truth,it began with a sharp, early pivot in the United States. Long beforeEuropean or Asian banks began reassessing their balance sheets,American lenders were already packing their bags and retreating fromCRE lending. That head start was hardly a coincidence. It was regulationthat lit the fuse.In conversations with early private credit players, many pointed to thesame catalyst: Dodd-Frank. Speci�ically, the Collins Amendment discussedearlier, buried deep within the post-crisis reforms. As we pointed out inearlier sections, this quiet clause effectively rede�ined what counted ascapital, and did so on an unforgiving timeline.Before the �inancial crisis, many US banks had leaned heavily on a toolcalled Trust-Preferred Securities (TrUPs), a hybrid instrument thatblended characteristics of debt and equity. Initially developed as amechanism to provide smaller banks access to capital markets by poolingthe issuance of TrUPs into marketable Collateralised Debt Obligations



(CDO), the market quickly grew to USD 60 billion of issuance from itsinception in 2000 through its abrupt halt in 2007. From the banks’perspective, TrUPs were great: they were cheap, �lexible and countedtowards Tier 1 capital. But regulators viewed them as unreliable in acrisis. Under Basel III, their days were numbered. But global banks weregiven breathing room: a 10-year phase-out, stretching all the way to 2023.In the US, things moved much faster. The Collins Amendment gave banksjust three years, phasing TrUPs out of Tier 1 by January 2016. That tightertimeline had real consequences. Replacing those hybrid instruments withpure equity—a far more expensive form of capital—forced Americanbanks to tighten their belts early. Events unfolded at speed: lendingslowed and real estate, with its long durations and high capital charges,was one of the �irst sectors on the chopping board.The pain was especially acute for smaller regional and mid-sized banks,many of whom had heavily relied on TrUPs to meet capital requirements.These weren’t the well-capitalised Wall Street giants, they were thelenders embedded in local communities who �inanced development,construction and CRE projects. When TrUPs were stripped away, so toowas their ability to extend credit to the sector they knew best and thecommunities they had been serving for generations.



ZIONS BANCORPORATION: WHEN CAPITAL RULES
CHANGED OVERNIGHT

A RELATIONSHIP BANK BUILT ON LOCAL TRUSTHeadquartered in Salt Lake City, Zions Bancorporation had spentdecades carving out a stronghold in the American Southwest,becoming a trusted lender to contractors, mid-size homebuilders andsmall business owners from Nevada to Texas. The bank had built itsbusiness around SMEs and had become embedded in the fabric oflocal community, the kind of markets where lenders knew theirborrowers by name and stood behind them when the going got tough,where on-the-ground relationships are key and banking still dependson trust, familiarity and a �irm handshake.
WHEN CAPITAL STOPPED COUNTINGBut in the years leading up to 2008, Zions, like many of its peers, hadleaned heavily on TrUPs. At the time, TrUPs were seen as aninnovative capital solution, allowing banks to raise capital in the formof subordinated debt while counting it as Tier 1 capital. For growingregional lenders like Zions, they were ideal: tax-ef�icient, cost-effectiveand regulator-approved. By the late 2000s, Zions had a substantialamount of TrUPs outstanding.Then came the great reversal as the regulatory tide turned decisively.The Collins Amendment aimed to tighten capital standards by phasingout TrUPs as a qualifying component of Tier 1 capital for all but thesmallest banks. The rules didn’t bite immediately, but they had teeth,and a deadline. For banks with over USD 15 billion in assets—including Zions—the grace period ran out in 2016.As TrUPs were phased out, Zions—like many other banks—founditself scrambling to rebuild its capital base with more expensiveequity. That pressure �iltered straight into the loan book.
THE SHOCK TO THE BALANCE SHEET



In December 2013, as Zions reviewed the �inal Volcker Rule—meantto curb banks’ proprietary trading and ownership of certaininvestment vehicles—it suddenly found itself facing a capital shortfall,not because it was failing, but because the regulatory de�inition ofcapital had changed. What had been counted as sound, loss-absorbingcapital yesterday, suddenly fell on the wrong side of regulation andwas now seen as too risky, too complex and too �limsy for a post-crisisworld.On 16 December 2013, Zions announced a preliminary pre-tax chargeof USD 629 million, triggered by its holdings of TrUPs CDOs, pools ofTrUPs packaged into CDOs. These weren’t toxic assets languishing onthe balance sheet: far from it. Most were still investment-grade andfully performing. But the rulebook had changed. Overnight, theVolcker Rule banned banks from owning certain ‘covered funds’—which included many CDOs backed by TrUPs—unless they metnarrow exemptions. Under the new rules, banks such as Zions weretold to clear them out by 21 July 2015, unless they could persuade theFederal Reserve to grant an extension until 2017.In its statement at the time, Zions emphasised that the chargestemmed from a regulatory re-classi�ication of formerly eligiblesecurities instead of from deterioration in credit quality, a polite wayof saying the rules of the game had changed overnight. The bank wasforced to unwind positions, absorb the loss and recon�igure itsbalance sheet. Table 1.5 shows some of Zions’ capital ratios changedas a result of applying the new accounting treatment resulting fromthe Volcker Rule to its �inancial statements on a pro forma basis.



TABLE	1.5

How	the	Volcker	Rule	Affected	Zions	Bank’s	Capital	Ratios
31	December
2012

30	September
2013

30	September
2013

Actual Actual Pro	 formaCommon Equity Tier1 Capital 9.80% 10.47% 9.74%Tier 1 Risk-BasedCapital 13.38% 13.10% 12.40%Total Risk-BasedCapital 15.05% 14.82% 14.13%Tangible CommonEquity Ratio 7.09% 7.90% 7.84%
The response was swift and sobering. In theory, Zions had until 2015to of�load its TrUPs CDO exposure from the balance sheet. In practice,it moved early, buying back portions of its outstanding TrUPs, issuingnew preferred equity to replace instruments that no longer quali�iedas Tier 1 capital and steadily trimming risk. Development lending—once a core engine of growth—was scaled back. The bank de-leveraged, de-risked and, in effect, dismantled parts of its oldplaybook.But even that wasn’t quite enough. In 2014, Zions failed to meet theFederal Reserve’s minimum capital requirements in the annual stresstest, which included �ive regulatory ratios. It’s minimum Tier 1common ratio came in at 3.6%, below the new regulatory threshold.The reasons weren’t bad loans, but a low core capital ratio, collateraldamage from the removal of TrUPs from the capital stack. Zions had,in effect, been penalised for a structure the regulators themselves hadonce endorsed.
RETREAT, REINVENTION AND RIPPLE EFFECTS



The implications rippled far beyond the boardroom. Developers whohad long relied on Zions to fund land deals, housing starts andregeneration projects in cities like Phoenix, Albuquerque and LasVegas suddenly found that lending appetite had waned. Some wereoffered smaller loans, tighter covenants, or more paperwork thanthey’d ever seen. Others were simply turned away. As one local builderput it, ‘Zions used to approve a draw before you’d even hung up thephone. Now they needed a dossier and a six-week review’.Zions did survive and even thrived in the years that followed. By 2015,its CET1 capital ratio had climbed back above 10%. The bank hadreinvented itself as a more conservative, fee-oriented institution. Butthe legacy of the TrUPs phase-out lingers. For many observers, Zionsbecame a case study in how well-intentioned regulation can acceleratestructural change, not only within banks, but across the entire lendinglandscape.The Collins Amendment was never designed to boost private credit,but that’s precisely what it did. By forcing banks to retreat fromcertain forms of lending, it handed the baton to a new generation ofnon-bank lenders, reshaping how real estate and local developmentare �inanced.For Zions, the lights never went out, but they certainly �lickered. Andin the space left behind, a different kind of capital quietly moved in.
But capital rules weren’t the only reason the US was the �irst to see banksretrench, and set the process in motion elsewhere. Securitisation—oncethe tool that had supercharged bank lending—was also under newconstraints. At the heart of the debate was a seemingly straightforwardquestion. Should banks keep skin in the game?Under Dodd-Frank, the answer was a resounding yes. Any lender selling apool of loans—whether residential mortgages or CRE debt—was nowasked to hold onto at least 5% of the credit risk. This ‘risk retention’ rulewas meant to curb the excesses of the pre-crisis era, where originatorscould pass on risk by selling loans wholesale, often with limited ongoingexposure if those loans later deteriorated.In theory, it was about aligning incentives. In practice, it tied up capital.Banks could no longer originate and distribute loans with the same ease,



particularly in higher-risk categories. Each securitised deal now camewith capital baggage.Meanwhile, across the Atlantic and beyond, Basel III didn’t impose thesame leash. Banks outside the US could continue securitising with greater�lexibility, selling off loans without retaining risk. That freedom allowedthem to lend more aggressively for longer, even in real estate.The contrast was stark. In the US, regulation triggered a sharp, earlyretrenchment. Banks stepped back. Credit lines dried up. Developmentdeals stalled. But where traditional capital �led, private capital �lowed in.As one senior lender at a large US bank told me, ‘We weren’t beaten byinnovation. We were regulated out of the game’.For private credit funds, this was the opening they had been waiting for.They didn’t have to �ight banks for deal �low, they simply �illed the void thebanks left behind.The banks stepping back created a vacuum—and for credit funds likeours, that wasn’t just a challenge, it was a de�ining opportunity. We’vebeen able to step in with �lexible, intelligent capital precisely when andwhere the market needed it most.—Albane Poulin, Head of Private Credit, Gravis CapitalThis wasn’t a story of disruption in the classic sense. It was a transfer ofrisk, reshaped by legislation and accelerated by timing. The US pulledback �irst. Private credit stepped in, and the rest of the world would soonfollow.
RETRENCHMENT GOES GLOBALAs banks pulled back from lending in the wake of the �inancial crisis, theimpact rippled far beyond the skyscrapers of global �inance. It reachedhigh streets, market town and backstreets, places where real businessesquietly got on with the business of creating jobs. For small and mediumbusinesses, which make up the backbone of most economies, the retreatof bank credit wasn’t just a nuisance, it was a major blow.Nowhere was this more poignantly captured than in the story ofAlexandre Callet, a young French restaurateur with big ambitions and a



simmering sense of injustice. The frustration felt by many small businessowners was memorably captured in the sign he placed outside hisrestaurant. In 2016, Callet, who ran the Michelin-recognised Les E� curiesde Richelieu in the suburbs of Paris, made headlines not for his cuisine,but for an unusual protest. After being repeatedly denied a modest EUR70,000 loan to open a second restaurant, he took matters into his ownhands, with a touch of theatrical �lair.Outside his restaurant, he posted a sign that read:Dogs welcome, bankers forbidden (unless they pay an entry fee of EUR70,000).It was part satire, part statement, but wholly sincere. As Callet explainedto reporters, the banks had treated him ‘like a dog’, and he decided toreturn the favour. It wasn’t just personal. He spoke of a wider malaiseaffecting entrepreneurs across France, especially younger or �irst-generation business owners. Banks, he said, were no longer willing toback people with ambition, only those with assets. And he was hardlyalone in that view.Callet’s protest might have been tongue-in-cheek, but it struck a chordacross Europe. Across the continent and well beyond it, SMEs were�inding that the doors of their banks—once open with coffee andhandshakes—were now �irmly shut. The new post-crisis reality, shapedby Basel III regulations and strict capital requirements, had turned evenmodest lending into a regulatory headache for banks. From theirperspective, the economics no longer stacked up. Why extend credit to asmall business, with limited collateral and patchy accounts, when capitalcharges made such lending prohibitively expensive?The result was a quiet but relentless retreat from SME �inance, not just inFrance, but across the UK, Germany, Spain, Italy and far beyond. What hadonce been the domain of local bank managers and relationship of�icersbecame a cold, centralised system of risk models and automatedrejections. The �lexibility and human judgment that once de�ined SMElending gave way to bureaucracy and box-ticking.For entrepreneurs, the experience was not just frustrating, it wasdemoralising. Businesses with viable plans, solid cash �lows and localroots were denied funding on technicalities. Promising ventures stalled.Expansion plans were shelved. And in too many cases, good businesses



simply gave up. As the female founder of a small Spanish fashion scale-uprecalled, ‘It wasn’t that our business didn’t make sense: we had customers,revenues, momentum. But the bank wasn’t really listening anymore.Everything had to �it a model, and if you didn’t tick every box, the answerwas no. It felt like the relationship had disappeared overnight’.It’s easy to forget, in the high-level discussion of monetary policy andregulatory reform, that the fallout from bank retrenchment was deeplypersonal. Behind every rejected loan application was a business ownerlike Callet—someone who had taken risks, created jobs, paid taxes—whonow found themselves out in the cold. The irony, of course, was that bankshad been bailed spectacularly out using taxpayer money to keep credit�lowing. But by the time the dust had settled, it was the everydaybusinesses that found themselves locked out.And so, in shopfronts and industrial parks across Europe, the stage wasset for a new wave of lenders to step in, ones who didn’t carry the sameregulatory burdens or legacy issues as the banks. These were private debtfunds, family of�ices, Peer-To-Peer (P2P) platforms and alternative creditproviders. Where banks saw risk, they saw opportunity. And for SMEs,long overlooked and increasingly desperate for support, these newcomerswere more than welcome.
REAL ESTATE LENDING IN THE CROSSFIREAlthough bank retrenchment rippled across the economy, one of theearliest and most tangible casualties of this new regime was real estatedevelopment lending, which suddenly became far more capital-intensiveunder the new rules. Long considered high-risk, high reward, this cornerof the credit market began to wither under the weight of rising capitalcharges and increasingly conservative risk appetites. Projects involvingland acquisition, development, or large commercial properties weredeemed inherently risky, illiquid, slow-moving and often speculative.Regulators, still haunted by the housing crash, took a hardline stance.Capital requirements for these loans surged. Banks suddenly needed tohold signi�icantly more capital for every dollar lent in this space. Banks,particularly the larger ones, found that the returns no longer justi�ied theregulatory burdens.



To illustrate this further, consider if MCB held a USD 50 million real estatedevelopment loan portfolio. Under pre-crisis rules with CET1 of 2%, RWAof 100% and a Current Expected Credit Loss (CECL) charge of 1.5% of theloan amount, the required capital was USD 1.75 million when using thestandardised approach. Post-crisis, with CET1 increasing to 4.5% andRWA increasing to 150%, the capital needed jumped to USD 4.125 million.The risk of the projects hadn’t changed. The borrowers hadn’t changed.But the cost of doing business had. The bank’s return on equityplummeted-from 21% to 9%, as illustrated in Table 1.6. And that dropchanged everything.
TABLE	1.6

Midland	Commercial	Bank	Return	on	Equity
Capital	Requirement Pre-Basel	III Post-Basel	IIINotional Value (USDm) 50 50RWA (%) 100% 150%RWA (USDm) 50 75CET1 Ratio Requirement (%) 2% 4.5%Allowance for Credit Losses (USDm) 1.0 3.38CECL (%) 1.5% 1.5%Expected Loss (USDm) 0.75 0.75Total Capital Required (USDm) 1.75 4.13Cost of Bank Capital (%) 12% 12%Cost of Bank Capital (USDm) 0.6 0.6Notional Value (USDm) 50 50Post-Expense Net Spread (%) 0.75% 0.75%Implied Net Income (USDm) 0.38 0.38Return On Equity (%) 21% 9%With the Volcker Rule limiting trading revenues and other high-returnactivities, banks such as MCB had to be more selective with how they usedtheir capital. Real estate development lending, with its long lead times andchunky capital requirements, became harder to justify from a return-on-



capital perspective, especially when compared with more capital-ef�icientproducts or off-balance-sheet lending structures.Bank bosses simply did what they had to do: reassess. The numbers nolonger stacked up. Lending to real estate—particularly to developersbuilding speculative or large-scale projects—wasn’t worth the capitalcommitment. The economics had shifted. This wasn’t just about caution. Itwas about survival. Banks are businesses and capital is �inite. If regulatorsrequire you to treat some loans as if they were highly risky, you eventuallystop making those loans.Faced with this new reality, banks had two options. They could raise morecapital—dilutive and expensive—or they could shrink their RWAs. Most,understandably, chose the latter. They tightened credit standards,retrenched from certain asset classes and in many cases exited real estatelending altogether. Smaller developers and mid-market borrowers werehit the hardest.This wasn’t a theoretical exercise. It changed the way banks behaved.Entire credit portfolios were rebalanced. Internal discussions shifted from‘What’s the credit risk?’ to ‘What’s the capital cost?’ Projects that mighthave made sense on a fundamental basis were shelved because they didn’tmake sense on a regulatory one.Bank lending slowly started to become a shadow of its former self.



ANGLO IRISH BANK: THE BANK THAT BROKE THE
BOOM

THE RISE OF THE CELTIC TIGERFor much of the 1990s, Ireland was hailed as a miracle economy. The‘Celtic Tiger’ roaring with growth, foreign direct investment, EUconvergence and tech-fuelled optimism. But as the new millenniumdawned, the tiger lost some of its bite. Growth became increasinglydependent on domestic consumption and—more dangerously—on abooming property market. At the heart of that transformation was abanking system that grew too fast, took on too much risk andeffectively overplayed its hand.What the gods wish to destroy, they �irst make proud.—Ancient proverb
THE BANK THAT RODE THE PROPERTY BOOMAmong the most aggressive players was Anglo Irish Bank, a smallinstitution that started its journey in 1964 as a small commerciallender known as City of Dublin Bank but then reinvented itself as aCRE lending powerhouse.What began as a specialist lender soon turned into the poster child ofIreland’s debt-fuelled property bubble. Few recognised the scale of therisks building beneath the surface. In fact, at the World EconomicForum in Davos in January 2007, the consultancy Oliver Wymannamed Anglo the best bank in the world, based on its stellarperformance over the previous �ive years. Just two years later thebank had to be rescued by the Irish government, which ultimately costIrish taxpayers around EUR 30 billion.Table 1.7 shows that between 2000 and 2008, Anglo’s share ofcustomer loans in Ireland ballooned by more than 800% and by thetime the music stopped, some 70-80% of its loan book was tied toproperty development, often highly geared, thinly documented andextended to a close-knit circle of well-connected developers. The



trouble was, almost the entire net worth of Anglo Irish’s customerswas based on their property portfolios. So, when the market crashed,all their equity vanished overnight. What once looked like a borrowerwith deep assets quickly turned into a house of cards. If all yourcollateral declines in value at the same time, there’s nothing left tochase. There was no backup, no residual equity and no realistic routeto recover the loans. Anglo suddenly found itself in a very stickysituation.
TABLE	1.7

Fuelled	by	Property	Driven	by	Debt

Bank
Customer	Loans
(2000)	(EUR	billion)

Customer	Loans
(2008)	(EUR	billion)

Growth
(%)AngloIrish 8 72 800%AlliedIrishBanks 46 129 180%

Bank ofIreland 45 136 202%UlsterBank 4 39 875%
Other banks, Allied Irish Banks (AIB), Bank of Ireland, Ulster Bank andBank of Scotland Ireland, were under pressure from theirshareholders to keep up with Anglo. A signi�icant portion of the loanbook growth shown in Table 1.7 re�lects increased property lending asthey sought to match Anglo’s expansion.
WHEN LENDING DISCIPLINE DISAPPEAREDOne of those watching closely who lived through that pivotal periodfrom the inside was Ajay Sharma, then a Senior Treasury Dealer at thebank based in Belfast, Northern Ireland.As part of his role, Ajay was responsible for managing interest rateexposure on the bank’s loans to its borrowers and he therefore had



full visibility of the Northern Irish credit papers that the bank waswriting. Re�lecting on the frenzied years before the crash, he recalls:It became less about the borrower and more about the asset. Youcould almost feel the shift: deals were getting bigger, timelinestighter and the sense of caution had all but disappeared. Businessappraisals for multi-million-pound property developments werebeing scribbled on fancy-white napkins in �ine-dining restaurantsand handed from property developer to senior banker. This thenformed the basis for the credit paper being produced and rubber-stamped within a matter of days.
THE ILLUSION OF CONSERVATIVE LENDINGAs became the case in other Southern European countries such asSpain, Ireland’s adoption of the euro had brought in a tide of cheap,short-term international funding and Anglo was all too willing to ridethe wave.Like many Irish banks at the time, Anglo leaned heavily on wholesalefunding markets to fuel rapid loan growth, while keeping only amodest deposit base. In Sharma’s words:It wasn’t just Anglo. Everyone was chasing yield. But we wereprobably the most aggressive; we went where others hesitated.At the time, Anglo was lending at 70–75% Loan-To-GrossDevelopment Value (LTGDV): on paper, a conservative ratio. But inpractice, the bank was stretching far beyond that by cross-collateralising loans. A typical scenario involved a borrower whoalready owned an investment property that had been revaluedupwards. When they sought to acquire a second property, Anglowould effectively lend them 100% of the purchase price, using bothproperties as security. On paper, the combined loan-to-value lookedreasonable. But the entire structure depended on one crucialassumption: that values would keep rising. The moment the marketturned and asset prices started falling, that illusion of prudenceevaporated and loan to values vanished in a blink of an eye.Lending standards gradually eroded. Risk management becamereactive instead of proactive. And as Sharma recalls, internal alarm



bells often rang too late:There were moments when we’d sit in credit committee and knowdeep down that the numbers didn’t stack up. But the market wasstill climbing and no one wanted to be the �irst to blink.Very quickly, lending became a race to the bottom and Anglosprinted ahead.
THE FATAL FUNDING MODELThere was also another issue. Unlike the traditional high street banks,which typically required borrowers to make both capital and interestrepayments, Anglo Irish Bank operated on a very different model. Itsloans were almost entirely interest-only, with rolled-up interest oftenadded to the outstanding balance. On paper, this approach supportedstrong pro�itability and rapid loan book expansion—the cornerstoneof Anglo’s high-growth strategy. But in practice, it meant thatborrowers rarely reduced their debt and Anglo seldom saw real cashrepayments. The model worked—so long as property values keptrising. But it also fostered a culture where clients became entirelyunaccustomed to repaying principal. When the market turned, the�law was exposed: there was no cushion, no paydown and no path torecovery.When the tide goes out, you �ind out who’s been swimming naked.—Warren Buffett, Chairman and CEO, Berkshire HathawayOversight from regulators remained light touch. Ireland’s �iscalpolicies masked structural imbalances. Temporary transaction taxespadded revenues, rising asset prices lulled the system intocomplacency and a lenient regulatory regime allowed Irish banks toborrow heavily in the international money market and offered fewspeed bumps. The result: an overheated domestic economy, sky-highproperty prices and a banking sector built on sand. Anglo Irish Bank,emboldened by short-term success, pushed even harder, until theentire house of cards collapsed.
WHEN THE MUSIC STOPPED



Then came the shockwaves of the Global Financial Crisis. The run onNorthern Rock in the UK in 2007 sent tremors across the Irish Sea.Bear Stearns collapsed in early 2008 and whispers about IrishNationwide’s solvency in September of that year turned into shouts.By the time Lehman Brothers collapsed, the crisis had become a full-blown storm, and Irish banks were dangerously exposed.‘That week after Lehman, everything changed’, says Sharma. ‘Weweren’t looking at pro�it anymore. We watched in horror as the Angloshare price seemed to halve in value on an almost daily basis’.Funding markets froze and con�idence evaporated. Anglo’s access toliquidity vanished almost overnight. Despite a dramatic blanketguarantee of all Irish bank liabilities in late September 2008—anunprecedented, almost unthinkable move aimed at calming markets—it was too late for Anglo. Falling prices in the property market meantthat Anglo’s assets were now considerably lower than its liabilities,creating a full-blown banking crisis. On paper—and soon enough, inreality—the bank was insolvent, haemorrhaging funding and ladenwith bad loans. Underneath the surface lay an even deeper problem:concentration. Just twenty borrowers accounted for half of its entireIrish loan book while 51% of Irish Nationwide’s book comprised loansto 25 individuals. When the property market crashed, so did they,taking Anglo down with them.
COLLAPSE AND CONSEQUENCESBy early 2009, the writing was on the wall. The bank was bleedingdeposits, riddled with bad loans and no longer viable. Nationalisationwasn’t a choice. It was an inevitability, the �inal act in one of Ireland’smost spectacular �inancial implosions. Anglo Irish’s collapse markedone of the darkest chapters in Ireland’s �inancial history, and a turningpoint in the country’s journey from boom to bailout.‘Almost overnight, development loans that had once been routinestarted triggering internal red �lags: not because the projects wereriskier, but because the capital treatment had changed’, Ajay recallsnow. His re�lections on the internal recalibration of risk, pricing andbalance sheet priorities offer a vivid account of how one line of



legislation quietly redrew the boundaries of what banks could—andwould—�inance.The fallout was severe and what followed was years of deleveraging.The National Asset Management Agency (NAMA) was created tomanage toxic loans. Ireland faced a sovereign debt crisis andultimately had to seek an EU-IMF bailout. For developers, thereckoning was brutal. In Northern Ireland, Taggart Holdings—onceone of the region’s largest builders—collapsed in late 2008. UlsterBank and Bank of Ireland petitioned to have an administratorappointed to the Derry-based �irm’s Irish units, which included aholding company, as well as a Dublin-based subsidiary that had beeneffectively inactive for over a year. By 2011, more followed, includingThompson Developments and Lavelle & McAlinden. Anglo Irish Bank,now acting as enforcer instead of funder, aggressively pursuedpersonal guarantees, including a GBP 90 million claim against SamThompson.
A BANKING FAILURE—AND SOMETHING DEEPERSharma offers a �inal, sobering re�lection:It wasn’t just a banking failure: it was a societal one. Credit becametoo easy, caution was seen as cowardice and when the musicstopped, the silence was deafening.At its core, the crisis exposed a deeper structural truth aboutmodern �inance.

The story of Anglo Irish Bank is a stark reminder of what happens whengrowth outpaces governance. A lender that once thrived on relationshipsand real assets lost sight of risk and in doing so, helped drag an entireeconomy into crisis.The Irish banking crisis triggered years of institutional retrenchment,until a new cast of players began to emerge. In Sharma’s words: ‘The fourto �ive years after the crash saw all lenders virtually disappear from theNorthern Irish market’. But once the legacy loans began to land on banks’balance sheets, private equity funds entered the fray. Providers such asCerberus and other so-called vulture funds were welcomed into Ireland



and the UK and snapped up impaired loan books from institutionsincluding AIB, Ulster Bank, Permanent TSB, NAMA and even Royal Bank ofScotland (RBS), acquiring dispossessed portfolios often at deep discounts.The respective governments at the time were so desperate to see morecapital injections into their banking systems that they wilfully ignored thefact that they had already spent billions of taxpayers’ euros & pounds onbailing out the banks. This effectively amounted to a second bailout forthe banks. Borrowers never saw any bene�it from these bailouts.Over the next decade, Cerberus became one of the most active buyers ofIrish distressed debt, purchasing over 2,200 loans from AIB alone in aEUR 1 billion deal as part of broader portfolios that once totalled overEUR 65 billion in loans across Europe. It was a shift that reshaped the�inancial landscape: banks shed their non-performing exposures and newinvestors assumed control, often processing repayments from borrowersover long run-off periods instead of expecting immediate value recovery.Sharma re�lects on the transition with concern: ‘When those funds arrivedon the scene, they were taking over debt no one else wanted. But they alsohad deep pockets and patience: something cash-strapped banks no longerpossessed. The vulture funds made billions in pro�its: all of which leftIreland & the UK. They paid little or no tax on these gains. NAMA (the Irishbad bank vehicle) could have made these pro�its if it had been structuredand managed correctly’.But these funds—Cerberus, Lone Star, Apollo and others—were never setup to �inance the small property developers and local housebuilders.Their capital was targeted at large-scale portfolios, trophy assets, orinstitutional restructurings. If you were a major developer with a headlinescheme, there was a seat at the table. But if you were a small or mid-sizedhousebuilder, it was a different story altogether. If you were a small,distressed developer, you were told to pay up or go bankrupt.‘There were no options for SME developers at that point’ recalls Sharma.‘Nothing was happening for them. The big guys got saved. The small guyshad no choice but to go bankrupt or come up with extra equity fromfriends and family. It was a brutal time’.What followed was a vacuum—particularly in regional markets—wheresmall developers were left stranded, unable to access �inance even as landvalues began to stabilise. It wasn’t until around 2014–15, when the



bottom of the market had effectively been reached, that alternativesources of �inance slowly began to return. New lenders like Assetz Capitalstarted entering the Irish and UK markets, offering targeted residentialdevelopment �inance to SMEs who had long been overlooked.At the same time, a new generation of technology-led platforms emerged.Funding Circle, for instance, became one of the �irst P2P platforms to offerunsecured �inance to small and medium-sized enterprises, often in sectorswhere banks still refused to engage. ‘They played a big part in gettingthings moving again’ says Sharma. ‘Without them, I don’t think many ofthe SMEs would’ve survived’.But for all their innovation, the terms offered by non-bank lendersentering the market post-crisis weren’t exactly generous. Structurally,their LTGDV ratios were often similar to those of the high-street banksbefore the crash, but that’s where the similarities ended. Margins weresigni�icantly higher, hurdle rates steeper and arrangement fees moreaggressive. For developers used to borrowing cheap bank debt in theCeltic Tiger years, the new environment was a rude awakening.As Sharma puts it: ‘You were getting 65-70% LTGDV, which was nothingnew, but you were paying through the nose for it’.In response, another layer of the capital stack began to emerge: wealthyindividuals, often with deep local knowledge and a taste for yield, beganputting their own capital to work. Some stepped in directly, others formedsyndicates or invested via new lending platforms. This in�lux ofentrepreneurial capital provided a bridge for SME developers who didn’thave institutional backing but still had viable schemes. It wasn’t cheapmoney, but it was accessible, and that made all the difference.What emerged was a quiet revolution. A new ecosystem of non-banklenders took over portfolios once held by traditional banks, bringingresource-heavy strategies and specialised servicing networks to bear ondistressed loans. As the cheap funding of the Celtic Tiger era faded, thisnew capital structure became the backbone of Ireland’s gradual �inancialrecovery.Even when traditional banks began to cautiously re-enter the market,many developers continued to favour non-bank lenders, not necessarilybecause they had no alternative, but because the terms were simply moreworkable. These lenders offered greater �lexibility: they allowed interest



to roll up, didn’t insist on rigid presale conditions and were often morepragmatic in their underwriting. For example, in the aftermath of thecrisis, many borrowers had diversi�ied or ring-fenced their assets, placingproperties in the names of family members, trusts, pensions or siblings, inan effort to shield themselves from aggressive bank recoveries. When thedust began to settle and they were ready to build again, these ownershipstructures posed a problem. Banks, bound by rigid borrowerrequirements, would often refuse to lend unless every named owner wasparty to the loan. By contrast, private lenders were more accommodating:as long as the asset holder—say, a sister or a trust—was willing to grant alegal charge and recognise the lender’s rights, the deal could proceed. Thiskind of creative problem-solving became a hallmark of early non-banklending, and it’s what enabled many developers to get back in the game.For developers trying to get projects off the ground in a still-fragilemarket, that kind of agility often outweighed the lower headline cost ofbank �inance.



BRAIDWATER GROUP: NAVIGATING THE POST-CRISIS
VACUUMNorthern Ireland’s housing sector is at a critical juncture… withoutsuf�icient funding, the north risks failing to meet its affordablehouse-building targets. Social and affordable housing are essentialtenures, ensuring everyone has access to a safe, secure home butwith limited supply we are seeing an increasing number of familieson waiting lists, rising homelessness and people living intemporary accommodation.—Justin Cartwright, National Director, Chartered Institute ofHousing Northern Ireland
WHEN THE CRASH HIT NORTHERN IRELANDWhen the Global Financial Crisis hit in 2008, few regions felt theaftershocks quite like Northern Ireland. For Joe McGinnis, the second-generation leader of Braidwater Group established by his fatherPatrick over 50 years ago, it wasn’t just a banking crisis. It was anexistential threat to everything his family had built.‘We had a substantial land bank—around GBP 40 million worth—anda few development sites that kept the lights on’ Joe recalls. ‘But wedidn’t have an investment arm to carry the interest costs. Once themarket collapsed, we weren’t selling land fast enough to cover thedebt and everything started to unravel’.
SURVIVAL THROUGH RESTRUCTURINGLike many SME developers at the time, Braidwater had relied heavilyon mainstream bank �inance: in this case, Ulster Bank. When the crashcame, so did the pressure. Asset values plummeted, investor appetitevanished overnight and projects that once looked watertight suddenlybecame impossible to �inance or sell. Social housing contracts dried upas government spending was curtailed and demand for investorhousing—once a key part of the group’s strategy—disappeared.



Facing mounting pressure and evaporating cash �lows, the McGinnisesmade a tough decision: they would restructure the business from theground up. That meant shrinking the team, selling off non-performingassets and painstakingly renegotiating terms with their lender. ‘Wewent through a structured workout plan with Ulster Bank’ Joeexplains. ‘We didn’t have the luxury of ring-fencing the developmentcompany from the land business. Everything was intertwined—andthat made it even harder to restructure’. The crisis was beingnavigated not just by a company, but by a family business built acrossgenerations, as shown in Figure 1.6.

FIGURE	1.6	Joe	and	Patrick	McGinnis	Behind	Braidwater	Group

THE LONG ROAD BACKThe process was brutal. Some assets were sold at deep discounts.Others, like a hotel eventually leased to Travelodge, were traded off togenerate liquidity. The goal was survival, not pro�it. ‘There were weekswhen my father and I sat down and seriously considered walkingaway’ Joe admits. ‘But we kept going, because we believed in thebusiness and the people behind it’.One of the turning points came with the support of David Clementsfrom PwC, a well-respected restructuring expert who helped broker acredible recovery plan with the banks. That credibility mattered. ‘Even



though our debt wasn’t huge in the grand scheme of things—GBP 40million—it was everything to us. And having someone whounderstood the system made all the difference’.
TURNING TO ALTERNATIVE CAPITALBy 2014, Braidwater had worked down nearly all its legacy landpositions. What little remained was bought back to form thefoundation of a new business: leaner, wiser and determined to avoidthe pitfalls of the past.As banks continued their post-crisis retreat, Braidwater turned toalternative funding. In 2015, they secured an equity investment fromBGF (Business Growth Fund), which marked a signi�icant turningpoint. ‘We’ve also worked with private investors and structured dealson an asset-by-asset basis’, Joe notes. ‘But we’ve never returned to thekind of commercial bank �inancing we had before 2008: that doornever really reopened’.On his experience working with private investors, Joe notes: ‘We hadto kiss a lot of frogs in the early days in order to �ind the right partnersand we’ve built a good relationship from that time, but it was verydif�icult to navigate at the time’. He continues ‘We were fortunateenough to secure these relationships and the deal with BGF, manylocal house builders were not and left the industry. This has had aknock-on effect on the ability to deliver new homes. The number ofhousebuilders operating in Northern Ireland has greatly reducedgiven the challenges the industry faces alongside limited access to�inance. As an example, revolving credit facilities for housebuilders donot exist in Northern Ireland whereas they are still available inEngland’.
A WIDER STORY FOR SME DEVELOPERSToday, Braidwater is thriving again, but the experience left deep scars.‘The crash fundamentally changed how we think about risk, leverageand relationships with lenders. We’re far more cautious now’.Joe’s story is emblematic of a wider truth: in the wake of 2008, itwasn’t the big housebuilders that felt the ground fall from under them.



It was the SMEs. And when the banks pulled away, it was privatecapital that stepped in to pick up the slack.
WHERE BANKS STEPPED BACK, OTHERS
STEPPED INThe retreat of traditional banks from SME property development �inancehas been both stark and sustained. Following the 2008 �inancial crisis,bank lending to smaller developers fell off a cliff, and it never trulyrecovered. The numbers speak volumes: according to specialist non-banklender CapitalRise, lending to SME property developers declined by 49%,from GBP 9.7 billion in January 2017 to just GBP 4.9 billion by November2024.But this retreat was not evenly felt across the board. While smallerdevelopers were left increasingly stranded, large-scale housebuilders andcorporate developers saw the door held wide open. Bank lending to thelargest property companies rose by 25% over the same period, growingfrom GBP 5.6 billion to GBP 7 billion. In short: capital didn’t disappear. Itsimply �lowed upward.The 2008–09 �inancial crisis did more than just dent con�idence in thebanking system: it rewired the system itself. In its aftermath, bankingregulations were signi�icantly tightened, raising capital and liquidityrequirements and heightening scrutiny. These reforms made it morecostly and cumbersome for banks to lend, particularly to risk-weightedsegments like SME developers. As a result, a material share of traditionalintermediation began shifting into the hands of non-bank �inancialinstitutions (NBFIs).Indeed, since 2009, core elements of lending and trading have migratedsteadily outside the regulated banking sector. What began as a trickle hasbecome a structural shift. According to the Financial Stability Board, theNBFI sector grew by 8.5% in 2023—more than twice the pace of thebanking sector’s 3.3% expansion—lifting its share of total global �inancialassets to nearly half, at 49.1%.



In that sense, the Global Financial Crisis didn’t just disrupt bank lending;it lit the fuse for an entirely parallel �inancial system, one that has sincegrown into a de�ining force in global capital markets.Into the vacuum left by banks stepped a new class of lenders. Privatecredit funds, direct lending platforms and debt-focused asset managers—many backed by global �inancial institutions and pension capital—began�illing the lending gap with targeted, deal-speci�ic capital. They broughtunderwriting discipline, greater �lexibility and fewer regulatoryconstraints, making them nimbler and often better aligned with borrowerrealities.Private credit didn’t emerge to reinvent the wheel: it emerged to keepthe wheels turning when traditional �inance pulled over. We weren’tchasing disruption for its own sake. We were stepping into a space thatdesperately needed capital, discipline and a fresh perspective. Wherebanks saw red tape and regulatory headwinds, we saw underservedborrowers and long-term opportunity. —Albane PoulinBut what’s striking is that this wasn’t disruption in the Silicon Valleysense. There was no sleek app or overnight revolution. Private creditdidn’t rise because someone built a better engine—it rose because the oldone broke down—and no one else had the inclination, or the regulatoryclearance, to put it back. In the early days of the asset class, this was adisruption born of absence, a gap-�illing exercise instead of a tech-fuelledrevolution. As banks de-risked, private credit re-risked, but withselectivity, experience and intentionality.Yet what was initially a substitute for retrenching bank capital soonevolved beyond that. Private credit soon was no longer just �illing a void. Itwas �lourishing. By the mid-2010s, it had evolved into a USD 1.5 trillionglobal market and was now �irmly being labelled as its own asset class.But its real in�lection point came after the COVID-19 pandemic.In the years that followed the pandemic, central banks slashed interestrates to historic lows to keep the global economy a�loat. At one point inthe summer of 2021, more than USD 16 trillion worth of bonds offerednegative yields. Even the once-dependable US 10-year Treasury offeredless than 1%. Investors found themselves starved for yield in a world thathad gone dry. Traditional sources of income—corporate bonds,



government securities—offered only meagre trickles of return. BB-ratedbonds hovered around 4.5%, B-rated perhaps nudged above 6%.Commercial Mortgage-Backed Securities (CMBS) did slightly better butstill left many disappointed. And so, many investors—both institutionaland private—began to look elsewhere. What they found was private realestate credit. For them, private credit’s appeal lied in consistent yield,structural protections, low correlation to public credit markets andincreasingly diverse strategies by geography, structure and sector. Figures1.7 and 1.8 show that private credit strategies have delivered strong andrelatively stable returns, while also offering a measurable illiquiditypremium compared with liquid loan markets.

FIGURE	1.7	US	Direct	Lending	Returns
Source:	Data	from	Cliffwater	Direct	Lending	Index	(CDLI)



FIGURE	1.8	The	Illiquidity	Premium	in	European	Private	Credit
Source:	Data	from	Morgan	StanleyHere was a corner of the market offering something substantial: �irstmortgages pricing at 5–8%, mezzanine and junior debt regularly reaching9–12%. The returns were higher, yes, but so too was the substance. Theseweren’t abstract �inancial instruments. They were loans secured againstreal buildings, real homes, real infrastructure. And they weren’tspeculative. They were helping developers build housing, redevelopneighbourhoods, or �inance assets that banks no longer had the appetiteto touch.The reason this market could offer more wasn’t alchemy, it was pureinef�iciency. Private real estate credit lived in the cracks left behind bytraditional �inance: smaller borrowers, off-market deals, nuancedunderwriting. The model rewarded those who could move quickly, thinkcreatively and build real relationships. It favoured experience overbureaucracy. And it allowed lenders to back high-quality assets, often at adiscount to where equity investors were entering the same projects.One manager at a private credit fund I spoke with saw something deeper:a transformation in where capital comes from and how it moves. ‘You’reseeing a broadening of capital sources. Behind us, there are hundreds ofcapital sources that are changing and evolving over time, as opposed to amore concentrated system in the banks’, he said.



For him, the rise of institutional investor’s appetite for private debt wasn’tjust about chasing returns. It was about building a new architecture forreal estate �inance, one where long-term, relationship-driven and �lexiblecapital was starting to replace the rigid, one-size-�its-all structures of thepast. And if he’s right, the next quarter-century in real estate debt won’tjust belong to the large asset managers of this world. It’ll belong to thosewho understood that private credit wasn’t simply a post-crisis patch, itwas a reimagining. In the last chapter of this book, we will explore whatcomes next for private real estate debt.
FROM WALL STREET TO THE WORLDWhat began as a uniquely American response to banking retreat didn’tstay con�ined to Wall Street for long. Like a wave rolling out from the�inancial epicentre of New York, private credit soon found fertile groundoverseas, most notably in the UK and Australia. These were not randomchoices. As Christian Faes, the Australian co-founder of LendInvest, wouldlater recount, both countries had the ingredients that private lenderscrave: �inancial maturity, openness to international capital and, perhapsmost crucially, a legal framework characterised by certainty and the ruleof law.In London, the second largest �inancial centre in the world, the rise ofprivate credit felt almost inevitable. The City’s stature as a global �inancialcentre made it a natural destination for funds eager to expand beyond USshores. But there was something even more foundational driving thisshift: the strength and clarity of British common law.Unlike in many continental European jurisdictions—where lenders could�ind themselves entangled in slow-moving courts or hobbled by borrowerprotections—the UK offered a lender-friendly environment and robustprotection for creditors as well as those with security interests in assets.The UK legal system consistently enforces contracts and respects securityrights, such as taking possession of collateral or selling it to recoveroutstanding debts. This offered a stable legal framework for business andindividuals, which mattered deeply when the asset in question was a pieceof real estate.



In the UK, when a lender holds a �irst charge over a property, they holdpower. The Land Registry system ensures public, clear documentation ofownership and charges. If a borrower defaults, the lender doesn’t have tonavigate years of legal purgatory. They can appoint a receiver or moveswiftly to repossession. That kind of enforceability gives investorscon�idence that their capital is protected, even in downturns. As oneseasoned receivership agent, whose �irm operates across multiplejurisdictions, put it:In the UK, the process is clear and well-trodden. Once a borrowerdefaults, a lender with a �irst charge can move quickly: appointing areceiver, taking control of the asset, and stabilising the situation beforevalue deteriorates. You’re not waiting on court timetables or navigatingprocedural uncertainty; the framework allows you to act. It’s notwithout its steps, but they’re de�ined, predictable and, crucially,enforceable.Meanwhile, many lenders in Continental Europe quickly learned that thelegal foundations underneath them told a different story. Unlike the UK’scommon law system—where lenders could draft bespoke contracts andrely on swift, predictable enforcement—civil law jurisdictions acrossEurope offered a more rigid, codi�ied structure.Here, contractual freedom was constrained and the toolbox for securingloans was notably limited. The concept of a �loating charge—a �lexiblesecurity over future property-related receivables—was eithermisunderstood or simply didn’t exist in many countries. This posedchallenges not just in structuring deals, but in anticipating how they mightunravel.But it was the enforcement process that truly set alarm bells ringing forlenders. In much of Continental Europe, recovering a distressed loanwasn’t just about asserting your rights. It was about entering the labyrinthof the court system. Out-of-court settlements, common in the UK throughmechanisms like receivership or power of sale, were virtually unheard of.Instead, lenders had to brace for formal judicial proceedings: slow,procedural and often mired in litigation.For those �inancing property deals across borders, this meant one thing:when defaults happened, European law left them with slower, weaker andoften more costly access to the very collateral meant to protect them. And



in real estate, where time is money and asset values can shift quickly, thatdelay could mean the difference between recovery and ruin.As the CEO of a pan-European private credit platform told me, ‘In somejurisdictions, enforcement isn’t a process—it’s a negotiation with time.And time is rarely on the lender’s side. What investors value most isn’tjust yield, but certainty—and that’s precisely what fragmented legalsystems struggle to provide’.But there was also another catalyst that enabled the UK to leap ahead inthe democratisation of private credit: the early and decisive regulation ofcrowdfunding. While common law offered legal certainty, it was the UK’sopen-door approach to �inancial innovation—underpinned by theFinancial Conduct Authority (FCA)—that unlocked an entirely newinvestor base and helped build the infrastructure for modern alternativelending.In 2014, the FCA became one of the �irst regulators in the world tointroduce a comprehensive framework that regulated crowdfunding. Bytaking over consumer credit regulation from the Of�ice of Fair Trading andintroducing bespoke rules for P2P lending and equity crowdfunding, theFCA legitimised and structured what had previously been a grey market.Platforms like Zopa, Funding Circle and LendInvest were now operating ina regulated space, and that changed everything.Retail investors, once shut out of real estate debt, could now participateunder transparent and risk-adjusted terms. The new rules requiredinvestor categorisation (retail, sophisticated, high-net-worth), mandatoryrisk warnings, clear disclosures on default rates and platformperformance and compliance with Treating Customers Fairly (TCF)principles. For platforms, this was a green light to grow.Suddenly, private credit didn’t just mean big institutions writing bespokedeals. It meant pensioners in Surrey, dentists in Devon and small familyof�ices in London putting capital to work in bricks and mortar, often inplaces and projects that traditional banks had overlooked. Thisdisintermediated model allowed investors to choose the projects theywanted exposure to, and, for the �irst time, back the UK’s small and mid-sized housebuilders directly. And behind it all was a regulatoryframework that struck a rare balance: protective but enabling; cautious,yet forward-looking.



This spirit of innovation wasn’t limited to regulation. Just two years later,in 2016, the UK government introduced a world-leading open bankinginitiative, requiring the country’s nine largest banks to securely sharecustomer data (with their consent) with licensed third-party providersvia standardised Application Programming Interface (APIs). The goal wasclear: to unbundle �inancial services, break down monopolies and giverise to more competitive, transparent and consumer-driven markets.The implications for private credit were enormous. Suddenly, newentrants had access to the data �lows that were traditionally guarded bybanks. As we will explore in more detail in Chapter 5, that meant smartercredit models, real-time affordability checks and better customerjourneys. FinTech platforms could build leaner, faster lending businesses,targeted at underbanked segments that the traditional high street lendershad all but abandoned. In property �inance, this translated into fasterdecision-making, sharper pricing and better borrower experience: allessential ingredients for SME developers and mid-market sponsors.Taken together, the FCA’s progressive stance on crowdfunding and thegovernment’s bold push into open banking laid the foundation forLondon’s rise as a global FinTech capital. By the late 2010s, the city hadbecome the testing ground for a new breed of non-bank lending platform:digital, data-rich and borrower-�irst. It was no coincidence that some ofthe world’s most high-pro�ile FinTech lenders—including LendInvest,Zopa and Funding Circle—were born not in Silicon Valley, but in London.The combination of legal clarity, pioneering regulation and post-2008bank retrenchment made the UK an ideal launching pad for real estateprivate credit. Pension funds, insurers, global asset managers and evenretail investors began channelling capital into UK debt strategies. Theyweren’t just seeking yield. They were seeking jurisdictions where therules were clear, recoveries were realistic and the courts respected thestructure of a deal.As Christian Faes and others would help demonstrate, private creditwasn’t just an American story. It was becoming a global one—reshapingmarkets across borders—and the UK was stepping �irmly into thespotlight. As Faes recalls:



There were also a number of other factors that contributed to the UKbecoming a fast global leader in this new world of private lending. TheConservative government, post the �inancial crisis, led by DavidCameron and his Chancellor George Osborne, were all in favour of thisnew breed of �inance company that embraces technology. It seemedthat the government and the regulator wasn’t just wanting to make lifedif�icult for the banks by increasing the amount of regulation andcapital requirements that they had to deal with, they were also intenton ensuring that new startups could enter the �inancial serviceslandscape and challenge the incumbent players. This new wave ofFinTech companies were encouraged by the UK government’spioneering of the �irst crowdfunding and P2P legislation forinvestments and a new signalling of an open door for new bankapplications at the Bank of England. This created an environment inLondon in the 2010s where innovation and �inancial services was all-encompassing, with full support from the government, the regulatorand soon thereafter, the venture capitalists to fuel it. Naturally, thisspawned a whole industry of new lending companies trying to take ondifferent verticals from the incumbent banks.As the former CFO of the GBP 9 billion Battersea Power Station urbanrenewal development in London and now a SME developer in Australia,Benn Zemek has experienced the impact of the bank retreat andsubsequent private credit advance at both ends of the propertydevelopment spectrum.



As a very large and long-term mixed-use development, BatterseaPower Station required substantial amounts of development debt(circa USD 5 billion) which would ordinarily require a large syndicateof traditional bank �inance. However, the development commenced inthe aftermath of the Global Financial Crisis in 2011 and thereforerequired some creative structuring in order procure the necessarydevelopment capital. The traditional non-recourse, interest capitaliseddevelopment loan from the banking market was no longer possible.And the private credit market at that time also hadn’t �illed the void forprojects on this scale and in any case was priced at a level that wouldnot be feasible relative to the scale and timeframe of the project. Thus,we had to structure the facilities more like corporate debt withundertakings back to the institutional shareholders, in order to attractthe necessary bank syndicate participants. We also explored andexecuted various other funding structures in the constant pursuit ofwell-priced capital to support the development, such as Murabaha�inancing (sharia �inance) and forward purchase funding of speci�iccommercial assets in the development (that could be suitablyunderwritten).At the other end of the development market, as a smaller privatedeveloper now in Australia, I have witnessed and bene�ited from thegrowth of the private lending market as it performs a crucial roleenabling small to large scale property development; funding over aquarter of all residential construction in Australia and forecast to growby a further 80% over the next �ive years. I personally think this level ofprivate credit participation in the market is highly advantageous to thedevelopment sector as it generally offers an enhanced alignment ofspecialist expertise (vs banks) which improves underwriting, loanstructuring/�lexibility and risk management. That is, quality privatecredit funds tend to bene�it from industry specialist teams who have agreater understanding of development risk and hence can providebetter capital solutions for developers, who may otherwise not be ableto procure feasible funding support and proceed with projects, whichare critical in our current housing crisis.
Beyond	 Banks:	 The	 Rise	 of	 Private	 Debt	 in	 Real	 Estate	 Finance, First Edition. Roxana Mohammadian-Molina.
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CHAPTER 2
Anatomy of a Private Debt Deal

BRICKS, MORTAR AND THE BALANCE SHEET
When	 we	 launched	 LendInvest	 in	 2013,	 the	 idea	 that	 private	 capital
could	 directly	 fund	 property	 development	 was	 still	 novel—especially	 in	 a
space	 long	 dominated	 by	 banks.	 But	 over	 the	 past	 decade,	 the	 story	 has
evolved	 far	 beyond	 simply	 stepping	 in	 where	 banks	 pulled	 back.	 What’s
truly	 reshaped	 the	 market	 is	 the	 agility,	 speed	 and	 technological	 edge
that	 private	 non-bank	 lenders	 bring	 to	 the	 table.	 For	 developers,	 it’s	 no
longer	 just	 about	 �inding	 a	 lender	 when	 the	 bank	 says	 no—it’s	 about
�inding	 a	 lender	 who	 can	 move	 quickly,	 structure	 deals	 creatively,	 offer
�lexible	 terms	 and	 leverage	 technology	 to	 deliver	 a	 seamless	 experience.
Most	 importantly,	 it’s	 about	 working	 with	 a	 lender	 who	 sees	 the	 deal
through	 the	 same	 lens	 they	 do.
There’s	 also	 the	 question	 of	 appetite:	 many	 of	 the	 projects	 our	 towns	 and
cities	 genuinely	 need—affordable	 housing,	 care	 homes,	 community
infrastructure—are	 developments	 traditional	 lenders	 often	 overlook	 or
can’t	 move	 fast	 enough	 to	 support.	 Private	 credit	 has	 shown	 it	 not	 only
can	 but	 will. —Christian Faes, Co-Founder & Chairman, LendInvestIn the previous chapter, we traced the fault lines that cracked thedominance of traditional bank-led real estate �inance, giving rise to a morefragmented yet diversi�ied lending landscape driven by private creditproviders. But when we talk about real estate private credit, it’s oftendescribed in abstract terms—mezzanine, unitranche, preferred equity,LTV, Loan-To-Cost (LTC) and LTGDV. Yet beneath the jargon lies somethingfar more compelling and impactful: the human stories, real-worldpartnerships between housebuilders and lenders, structured to turn asimple vision into reality, strategic compromises done to bring thosevisions to life and most importantly, real-world outcomes we see acrosstowns and cities. These are stories of collaboration: of housebuilders



accessing capital that traditional banks no longer provide, of projects withdeep social impact, like care homes and affordable housing, that wouldnot have broken ground without private funding.This chapter takes us beyond the theory and into the trenches. Over thenext few pages, we follow the money as a catalyst: funding that turnsvision on paper into lived-in homes, repurposes neglected Victorianbuildings, enables the conversion of a derelict factory into New York LoftStyle apartments and supports the creation of care homes that providelong-term security and dignity for older residents. The stories narratedover the next few pages bring private credit to life. These are deals thatnearly fell through when banks backed away—or simply couldn’t offercompetitive terms—and yet were brought back to life through privatecredit. They reveal the shifting dynamics between capital andconstruction, between risk appetite and social impact.What’s striking about these stories is that each was developed by an SMEhousebuilder—the very lifeblood of the housebuilding sector not just inthe UK, but around the world. These developers are the ones most acutelyimpacted by bank retrenchment, often lacking the scale, balance sheetstrength, or political capital of national housebuilders. While largedevelopers can still secure bank funding on reasonable terms, theirsmaller peers—often delivering the most creative and locally impactfulschemes—�ind themselves frozen out.In each example, we hear from the people behind the spreadsheets:developers under pressure to secure sites while navigating planningdelays and unforgiving timelines; lenders eager to deploy capital, but onlyonce risks are fully understood and priced; investment teams engineeringcapital stacks that can �lex as projects evolve; and intermediariesbrokering trust in a world where timing is often the difference betweensuccess and failure.These key players reveal what happens behind the scenes. Their insightsoffer a window into the new DNA of real estate �inance: complex,collaborative and increasingly bespoke. These conversations also re�lecthow in the early days of this shift, many borrowers were understandablyhesitant. They were unsure whether these new lenders could reallyunderstand their needs or move with the urgency that propertydevelopment demands. But as traditional lenders pulled back and non-bank capital proved itself to be faster, more �lexible and agile, that



hesitation gave way to partnership. What emerges is a new breed oflender-developer relationship, rooted not in red tape, but in trust, paceand commercial alignment.What becomes increasingly clear as we explore these deals is this: the riseof real estate private credit isn’t just a story of bank retreat. It’s a story ofhow innovation in structuring, speed in execution and alignment ofpurpose have created space for private lenders to operate alongside—notin opposition to—traditional banks. Even in a world where banks hadn’tretreated, they’d be hard pressed to match the agility and creativityprivate lenders bring to the table. Burdened by bureaucracy, regulationand legacy systems, traditional banks often can’t accommodate thenuance and speed that today’s developers need—especially inunderwriting smaller, complex, or socially impactful projects whichhappen to have uncertain cash�lows. Increasingly, the result is notdisplacement but partnership.Through these stories, we peel back the layers of private debt, not as a�inancial instrument, but as an enabler of progress. These are the anatomylessons of modern property �inance: not taught in textbooks, but lived out,deal by deal.
GLOBAL CAPITAL, LOCAL IMPACTIt was a humid afternoon in the summer of 2018 when I found myselfseated across from a sharply dressed American �inancier in a quiet cornerof a members’ club in London’s Mayfair. A former investment banker, he’drecently launched a private credit platform to fund propertydevelopments across the UK.As we spoke, his enthusiasm bubbled over as he shared details of severalschemes he’d �inanced, including in Northern Ireland, which is oftenoverlooked in mainstream development �inance. At �irst glance, heseemed an unlikely match for Belfast or the rolling countryside of CountyDown: a former boss at a top-tier investment bank, more at home in glass-panelled City boardrooms than windswept roads across the Irish Sea.He’d only been to Belfast a handful of times, but each time—touring sitesin and around the city—he’d seen something others had missed.



He told me he was actively deploying millions in property developmentloans across Northern Ireland. Affordable housing, small-scaleregeneration, even community projects. These were not deals that madeheadlines, but they mattered deeply to the people who lived there. Whatstruck me wasn’t just the capital—though that, of course, was signi�icant—it was the depth of effort he’d made to understand the market. He’dstudied local planning rules, met with councils, spoken to developers andtracked comparable deals. In short, he’d approached Northern Ireland notas an afterthought for investors, but as a market worth understanding,and backing.‘Why Northern Ireland?’ I asked? ‘Because no one else is’, he shrugged.He was right. As we saw when we spoke with Joe McGinnis, after the 2008�inancial crisis, most banks had quietly packed up and left the NorthernIrish property market. Many had suffered heavy losses and simply didn’treturn. But it wasn’t just the scars of the crisis that kept them away. Thesmall scale of the Northern Irish market meant smaller sites, smallerloans and deals that were often too modest to justify the administrativeoverhead and regulatory complexity that came with traditional banklending. For most lenders, it simply wasn’t worth the effort.And yet, bubbling below the surface, the Northern Irish market was alivewith opportunity. A chronic housing shortage collided with the rise of anew generation of professionals, many working in emerging sectors likecybersecurity and tech the region had become known for. Belfast, inparticular, was fast becoming a magnet for young talent and tech-drivenjob creation. First-time buyers were on the rise, demand was outpacingsupply and local developers were keen to build: but they couldn’t accesscapital.Not long after, I sat down with the boss of a Northern Irish propertydevelopment company. A quietly driven man with a clear vision, hadfounded the company with a mission to regenerate forgotten corners ofBelfast and foster sustainable communities in their place. For him,development wasn’t just about bricks and mortar, it was about renewal.As a city once de�ined by its industrial might, Belfast’s urban fabric wasdotted with the remnants of a bygone era: crumbling warehouses, disusedmills and empty factories. Where others saw dereliction, the developersaw opportunity. His approach was simple yet ambitious: breathe new life



into old structures by turning them into high-quality homes, particularlyaimed at the growing population of professionals choosing to stay, workand build lives in the city.When I mentioned the �inancier’s remarks about the lack of competitionin the lending market, the developer nodded knowingly. ‘He’s right’, hetold me. ‘The banks stopped lending and they never really came back. Butthe need didn’t go away. We’ve had to look elsewhere, to partners whounderstand the local market, see the long-term value and are willing toget stuck in’.Back to our Mayfair banker, what he saw was a market overlooked notbecause it lacked potential, but because it didn’t �it the mould ofinstitutional lending. And in that gap, he saw opportunity.Both of these conversations stayed with me. They captured the essence ofa broader shift I was starting to see everywhere: where banks onceoperated as the main arteries of local funding, today those arteries havenarrowed. In their place, new channels have opened. Flexible. Fast. Global.As one developer told me, ‘Before 2008, if I needed a loan, I’d walk intomy local bank or building society branch and speak to someone I’d knownfor years. After the crisis, those people disappeared. Now, the names onthe signs outside our sites are from London, New York, Zurich’.Private credit, in this sense, is more than just an alternative fundingsource. It’s a bridge. Capital raised in Manhattan boardrooms or Swissfamily of�ices is �inancing local impact in places that banks have quietlyexited and where those family of�ices would have never heard of.
DEALS IN THE REAL WORLDWhat follows are stories that embody this shift. Behind every affordablehousing scheme or care facility built through private debt, there’s often aglobal thread: money that crossed borders to make something tangiblehappen on the ground. This is private credit as catalyst, where �inancemeets purpose and where a Mayfair meeting leads to homes in NorthernIreland. Our �irst case study explores the regeneration of a long-neglectedindustrial site and the role private credit played in breathing new life intothe Hawkins Factory in Northampton.



OEH GROUP: REVIVING THE HAWKINS FACTORYTraditional banks saw too much risk—the heritage restrictions, thescale, the location. But where they saw hurdles, our non-banklenders saw potential. Without that private funding, the HawkinsFactory would still be crumbling. They backed not just thenumbers, but the vision.—Ermir Sefolli, Managing Director, OEH Group
A LANDMARK WAITING FOR A SECOND LIFETucked into Northampton’s historic Boot and Shoe Quarter stood theHawkins Factory, a red-brick sentinel of Britain’s once-mightyshoemaking industry. Built in the late nineteenth century, this GradeII-listed factory was no ordinary workplace. In 1855, it earned a RoyalWarrant for supplying boots to Queen Victoria herself, out�ittedclimbers on the 1953 Everest expedition and produced military bootsfor British troops through two world wars. For generations, it was acornerstone of local identity.But time wasn’t kind to the building. When it �inally closed its doors inthe 1990s, the once-bustling factory fell silent. Over the next twodecades, it slipped into disrepair, becoming a ghost of its former self,as shown in Figure 2.1.









FIGURE	2.1	Hawkins	Factory	Before	Regeneration
Source:	With	permission	of	OEH	GroupThe windows were shattered, the walls were weathered. What wasonce a proud symbol of British craftsmanship became a dailyreminder of industrial decline.

TWO DECADES OF STALLED AMBITIONIts location—on the corner of St Michael’s Road and Overstone Road—made it unmissable. For years, it stood there: prominent, central,but untouched. By the early 2000s, it had become one ofNorthampton’s most visible undeveloped buildings. Despite being thesubject of multiple planning applications attempts to kickstart itsrevival, progress was repeatedly thwarted.Planning applications were submitted—some well-intentioned, othersoverly ambitious—but most stumbled at the �irst hurdle. Conservationconcerns, listed building constraints and a near-impossible balancebetween modern use and historic preservation kept progress at bay. In2016, it looked as though things might �inally move forward when arenovation plan won approval. But disputes over window design andcar parking allocations once again ground the project to a halt.
A DEVELOPER WILLING TO SEE THE POTENTIALBy the time OEH stepped in, in 2022, the site had become somethingof a planning graveyard. A listed building �illed with potential butweighed down by planning red tape and risk-averse lenders, a casefull of promise but burdened by missed opportunities.Still, OEH, a family-owned property development companyspecialising in the regeneration of Northamptonshire, saw whatothers hadn’t: a chance to breathe new life into a building that oncehelped de�ine the town.‘The plan for the building was to bring it back to the golden era it oncehad’, said Sefolli.



From the moment we �irst identi�ied the opportunity, our focus wason aligning every stage of the process—from acquisition andplanning, through to construction and �inal sale—with both theheritage of the site and the demands of today’s market. This wasabout more than simply delivering apartments; it was aboutsafeguarding the building’s character while creating homes peoplegenuinely wanted to live in. The success of this project lied in howwe combined commercial discipline with respect for its history,ensuring that what we brought to market was not just property, buta lasting asset for the community.—Daniel Sutton, Operations Director, OEH GroupThat vision became Hawkins Court: a carefully orchestratedregeneration project designed not just to deliver homes, but toreinvigorate Northampton’s town centre.OEH planned to convert the derelict factory into 89 stylish newhomes; 17 studio apartments, 60 one-bedroom �lats and 12 two-bedroom �lats, all of which were designed as New York loft-styleapartments, blending old-world craftsmanship with modernaspiration.
WHEN BANKS WALKED AWAYKey features of the design paid homage to the building’s industrialpast: exposed timber beams, red-brick façades, iron-framed factorywindows and vaulted interiors—all retained and restored, as shown inFigure 2.2. But this wasn’t just a cosmetic upgrade. The projectintroduced energy-ef�icient infrastructure, delivering botharchitectural integrity and sustainability.







FIGURE	2.2	Interior	of	the	Redeveloped	Hawkins	Factory
Source:	With	permission	of	OEH	GroupFrom the outset, OEH’s ambitions went further than bricks andmortar. They sought to deliver affordable housing, support local jobsand create long-term economic value in an area often overlooked byinstitutional capital. Their goal wasn’t just to restore a building: it wasto re-anchor a community asset, one that had too long sat in limbo.



Despite the strength of OEH’s vision, this regeneration project wasn’tan easy sell. On paper, it ticked all the boxes of a dif�icult deal: a GradeII-listed building in a post-industrial town centre, complex in planningand deeply embedded in local context, heritage restrictions, legacyinfrastructure and market comparables that couldn’t match theproject’s ambition. Furthermore, the local market dynamics made theproject unattractive to traditional lenders.Mainstream institutions, with their rigid credit frameworks and risk-averse committees took one look, and walked away. It wasn’t that theyquestioned the viability of the project. It was that they didn’t knowhow to underwrite it. The building’s quirks, its location in aregenerating area instead of a prime postcode and the careful balanceof preservation and innovation made it hard to squeeze into aconventional banking model.In the end, OEH didn’t just need capital, they needed a �inancialpartner that understood the nuance of regeneration and had theappetite to fund complexity. Private credit, not traditional banking,offered the solution. Indeed, OEH turned to non-bank capital to fundthe deal, a decision that would align �inance with local purpose.
PRIVATE CREDIT STEPS INPrivate lender Octopus Real Estate—an institution not onlycomfortable with complexity, but purpose-built for it—quickly gotcomfortable with the project. Where banks saw a crumbling factoryand legacy risk, Octopus saw a heritage asset with regenerative value.Where traditional lenders hesitated over constraints, Octopus leanedin with bespoke structuring and human-led underwriting.Unlike a high-street bank operating from spreadsheets and centralisedrisk models, these lenders walk the site, sit in on planningconsultations and work collaboratively to shape a �inancial solutiontailored to the project’s unique demands. Their approach is fast,�lexible and informed by real understanding of regeneration �inance.



With a tight timescale to complete the loan and with a largeredbrick conversion of an industrial building falling outside theappetite of most banks and many traditional lenders, we carefullyselected Octopus as our partner of choice. They immediatelyunderstood the developer’s vision and what they were trying toachieve and acted as a sympathetic and �lexible lender as the dealprogressed.Thanks to their empowered underwriters, ef�icient decision-making and skilled credit committee, we were able to complete ontime—proving that bank lenders are not the only option to fundambitious projects like this and giving the developer the �inancialmeans to deliver the conversion of this iconic building.—Mason Ward—Head of Originations, Tiger Financial
STRUCTURING CAPITAL AROUND COMPLEXITYThe capital structure was designed to re�lect the phased nature andlayered sensitivity of the Hawkins regeneration. Structured as a GBP 9million development loan facility with a 50% acquisition loan and a100% development loan, it included multiple components that wouldhave been extremely dif�icult to secure through traditional sources.The deal was completed within just 10 weeks, with the key termssummarised in Table 2.1.



TABLE	2.1

Key	Loan	Terms	for	the	Hawkins	Factory	ProjectLTC ~75%—providing strong leverage while ensuringborrower alignmentLoan Amount(GBPm) ~6.5Interest Rate Competitive and re�lective of the bespoke structureand listed-building complexityTerm 18–24 months with staged drawdowns aligned tobuild phases and planning milestonesESG & HeritageSub-Facility Additional capital carved out for environmentalupgrades and sensitive conservation worksThe �lexible drawdown model allowed OEH to align capitaldeployment with construction progress, reducing �inancing costs andsupporting the careful restoration required for a listed building. Also,the ESG carve-out gave the developer room to prioritise retro�it andenergy-ef�iciency measures, which would not only future-proof thebuilding but also support other social and environmental outcomes.This structure represented more than just �inancing—it was a vote ofcon�idence in the scheme’s social value. And crucially, it allowed OEHto stay true to the integrity of the building, instead of compromising tomeet the rigid boxes of a bank’s term sheet.In every respect, private credit ended up being not just a lender of lastresort—but a lender of right �it.
PRIVATE CREDIT VERSUS BANK LENDINGThe contrast between private credit and traditional bank �inance wasstark. While both provide capital for development projects, the waythey assess risk, structure loans and work with borrowers can differdramatically. Banks typically operate within rigid credit frameworksshaped by regulatory capital rules, standardised underwriting modelsand committee-driven approvals. Private credit lenders, by contrast,often adopt a more bespoke approach, structuring facilities around



the speci�ic realities of a project rather than forcing the project to �itprede�ined templates.The practical implications of this difference are illustrated in Table 2.2,which compares the typical terms offered by private credit lenderswith those commonly seen in traditional bank development �inance.



TABLE	2.2

Private	Credit	Versus	Traditional	Bank	Lending
Term Private	Credit	Lender Typical	Traditional	BankLoan Size(GBPm) ~9.0 Often lower or declined due toheritage risk and non-corelocation.LTC ~75% 55–65% LTC, often cappedlower for listed buildingconversions.LTGDV ~65% 55–60%, depending on end-use and market absorption.Term 18–24 months withphased drawdowns 12–18 months, rigiddrawdown schedules.Interest Rate Variable re�lective ofcomplexity (e.g. 7–8%p.a.) 3.5–5.0% p.a. but rarelyoffered for heritage asset�inance.ArrangementFee 1.0% 0.75–1.0%, sometimes waivedfor core clients.Exit Fee 1.0–1.5% Rare or nominal.Broker Fee 1.0% Usually not applicable (directbanking).Speed ofExecution Fast (4–6 weeks),tailored process Slow (10–16 weeks), creditand legal risk teams add delayUnderwritingFlexibility High—heritage value,design-led adaptationconsidered Low—dif�icult to assessadaptive reuse and listedconstrains.Risk Appetite Strong for localregeneration, ESGretro�it sandplacemaking

Weak—risk-averse to listedbuildings and mixed-tenuredesign.BorrowerRelationship Hands-on, consultative,site visits included Transactional and remote,limited post-approval�lexibility.



Term Private	Credit	Lender Typical	Traditional	BankUse ofPersonalGuarantee Yes, capped Yes, often higher or uncapped.
Covenants Tailored to site (e.g.staged drawdowns,ESG retro�it KPIs) Standard LTV/ICR covenants,little room for phased releaseor heritage factors.
A FACTORY REBORNBy early 2024, the Hawkins redevelopment was complete, delivering89 New-York Loft Style apartments and offering a blend of privatesale, rental and affordable housing. Later that year, the project wasawarded Regeneration Project of the Year at the prestigious NationalProperty Awards (Figure 2.3) and praised for its sensitivearchitecture, impact-led investment and commitment to ESG goals.

FIGURE	2.3	Midlands	Regeneration	Project	of	the	Year	Award
for	Hawkins	Court	(2024)
Source:	With	permission	of	OEH	Group



It felt like Northampton’s biggest Christmas present this year—thelong-neglected factory �inally reborn.—Local resident quoted in the Northampton Chronicle, re�lectingthe anticipation surrounding the reopening.Northampton gained more than housing stock. It gained a renewedsense of place. The project supported local trades, created jobs andreconnected residents to a site many had assumed would be lostforever.
WHY THIS CASE MATTERSPrivate credit didn’t just back the build—it helped reboot theneighbourhood.—Ermir SefolliThe story of the Hawkins Factory is more than a tale of bricks, beamsand balance sheets. It’s a case study in what happens when visionmeets the right kind of capital, not just capital with depth, but capitalwith conviction.At its heart, this was a regeneration effort rooted in community, notjust commerce. OEH didn’t set out to erase the past. They set out topreserve it, reimagine it and fold it into the future. The result? Astriking transformation that kept the soul of the building intact, whileopening the doors to modern, affordable homes in the heart ofNorthampton’s historic Shoe Quarter.But none of it would have happened without private credit steppingup where traditional �inance stood back. Banks wouldn’t touch thedeal: too �iddly, too small, too niche. But private lenders looked pastthe spreadsheet and saw the substance. They understood the value ofadaptive �inance, of structuring capital around complexity, not in spiteof it.The outcome speaks for itself: economic uplift in a long-overlookedcorner of town, renewed footfall in a once-forgotten area and homesthat carry a story, not just a sales price. The regeneration of theHawkins Factory is a reminder that the most powerful developments



are often those that honour place, respond to need and are madepossible by �inance that dares to be �lexible.This wasn’t just a funding story. It was a catalytic act of place-making—the kind that ripples far beyond the construction site and deep intothe life of a community.
The Hawkins Factory revival offers more than a compelling regenerationstory. It stands as a vivid reminder of the catalytic power of private creditin places where traditional �inance fails. What began as a crumblingindustrial relic, burdened by planning complications and decades ofinertia, became a landmark example of what �lexible capital, localcommitment and development expertise can achieve when aligned. WhatOEH achieved here was more than the rescue of a neglected structure; itwas the repair of a gap in the town’s social fabric. With the support ofprivate credit, a long-abandoned factory was not only restored butreinterpreted for modern life, preserving Northampton’s heritage whilecreating homes, economic activity and renewed civic pride.But Hawkins is only one chapter in a broader story. AcrossNorthamptonshire and beyond, sites that once powered local industrynow sit in limbo and face uncertain futures, dismissed as too awkward,too risky, or too constrained for conventional lenders. Yet these verybuildings are now being reshaped by developers who understand theircommunities, supported by credit providers prepared to back ambitionover simplicity.This shift is perhaps most clearly illustrated in OEH’s next majorundertaking: the regeneration of Higham Road in Rushden. While verydifferent in scale, setting and history, this project shares the sameessential DNA as Hawkins: a working past in need of rewriting, a localdeveloper with a vision grounded in place and a �inancing environmentwhere private lenders became the enablers of progress.



OEH GROUP: FROM BUS DEPOT TO HOMESThis wasn’t a �lagship London scheme or a glossy headline-grabber.It was a local site with history, constraints and real demand. Thechallenge wasn’t whether it could work—it was whether anyonewas prepared to �inance it.—Daniel Sutton
AN OLD DEPOT, NEW POSSIBILITIESOn Higham Road, just a short walk from Rushden town centre in theEast Midlands of England, sat a site that most residents had learned toignore. For decades, it had been home to Birch Bros, a local bus andcoach operator whose roots dated back to the mid-nineteenth century,when it began running horse-drawn carriages in London. As thebusiness expanded beyond the capital to Hertfordshire andBedfordshire, Birch Bros eventually turned its attention to Rushden inthe late 1930s.In 1937, a new modern garage and coach station was built on HighStreet: a splendid Art Deco structure, designed to what contemporarynewspapers described as cinema style, re�lecting the optimism andmobility of the inter-war years. As shown in Figure 2.4, the depotquickly became a hub of daily life, with engines warming before dawn,drivers rotating shifts and buses threading together villages, factoriesand town centres across Northamptonshire.





FIGURE	2.4	Birch	Bros	Bus	Depot	on	Higham	Road
Source:	With	permission	of	OEH	GroupBut by the late 1960s, the economics of regional transport had shifted.In 1969, the depot ceased operations and by 1971 the business andremaining coaches were sold. Birch Bros quietly faded from thetransport landscape, leaving behind buildings that no longer had apurpose.



A SITE LEFT IN LIMBOFor decades, the site lingered in limbo—fenced off, underused andslowly decaying—a reminder of Rushden’s industrial past and itsstalled transition into something new. Parts of the building wereintermittently used for storage; others sat empty. Roofs deteriorated,hardstanding cracked and temporary fencing became permanent.What had once symbolised progress gradually became a reminder ofstagnation: a centrally located brown�ield site, too visible to ignore,yet too complicated to resolve easily.
REGENERATION WAITING TO HAPPENBy the time OEH started exploring the Higham Road opportunity, thesite had accumulated a familiar planning history: pre-applicationdiscussions, withdrawn proposals and a previous appeal. Structurallysound in parts, but constrained by legacy infrastructure and formerindustrial use, it had become a textbook example of latentregeneration, a site waiting for the right combination of patience,capital and local understanding.As seen in the previous case study, OEH—the Northamptonshire-based, family-owned developer—had built its reputation on preciselythese kinds of projects. Its focus was not transformationalmegastructures, but careful, repeatable regeneration in towns oftenoverlooked by national capital.Where others saw inconvenience, OEH saw familiarity. And whereoutsiders perceived risk, OEH recognised nuance.
OPPORTUNITY OTHERS MISSEDRushden is not a market that features heavily in national developmentbrochures. It does not boast the transport connectivity of Londoncommuter towns, nor the branding appeal of university cities.But that was precisely the point.The town has a stable employment base, improving local amenitiesand strong demand for well-designed, attainable housing, particularlyfrom �irst-time buyers, downsizers and local professionals. What it



lacked was modern housing stock in walkable locations close to thetown centre.OEH’s vision for Higham Road was therefore pragmatic instead ofgrand.Marketed as Home Suite Home, the scheme would transform theformer Birch Bros bus depot into a high-quality residential schemethat respected the site’s industrial DNA while deliveringcontemporary homes designed for real people, not speculative yield.The plan was to build 33 one- and two-bedroom �lats, threetownhouses and one small ground-�loor commercial unit. In total, 37residential units, blending retained structures with sensitivelydesigned new-build elements. Industrial cues would be retained inmaterials and massing, but the emphasis was on light, ef�iciency andliveability instead of architectural theatrics.‘This wasn’t about importing a concept’, notes Sutton. ‘It was aboutbuilding homes that made sense for Rushden: in scale, pricing anddesign’.
OUTSIDE THE BANKING TEMPLATEDespite its merits, Higham Road struggled to gain traction withtraditional lenders.‘The feedback was consistent’, recalls Sutton. ‘The deal was too smallto justify the work, but too complex to �it standard residential boxes.Former industrial use, part-conversion, secondary location: none ofthat plays well with automated credit models’.Former industrial use raised environmental and planningconsiderations. The local market, while stable, did not �it neatly intonational valuation models. And the adaptive reuse element—partrefurbishment, part redevelopment—complicated underwritingassumptions.For mainstream banks, the issue was not viability, but ef�iciency.Credit teams struggled to price the risk. Committees hesitated overresale comparables. And the administrative burden outweighed theperceived return.



What OEH needed was not cheap capital, but appropriate capital. Alender willing to underwrite the site as it was, not as a spreadsheetabstraction.
FUNDING WHERE BANKS WOULDN’TThat capital came eventually from Sancus, a Manchester-based non-bank lender specialising in development �inance across the UK’sregional markets. Built speci�ically to operate where banks retreat,Sancus combines relationship-led underwriting with local market�luency.Unlike a traditional lender, Sancus approached Higham Road from theground up. They walked the site with OEH, reviewed planning historyin detail and assessed demand through local absorption instead ofnational averages.The resulting facility was structured to re�lect delivery realitiesinstead of theoretical models, with the key �inancing termssummarised in Table 2.3.



TABLE	2.3

Higham	Road	Development	Loan	TermsTotal Facility Size(GBPm) ~4.8Acquisition Loan(GBPm) ~2.1Development Facility(GBPm) ~2.7Term 24 months, plus a six-month extension at noadditional costLTC ~70%LTGDV ~62%Interest Rate Mid-to-high single digits, re�lecting bespokestructuringDrawdowns Phased, aligned to build milestones
CAPITAL ALIGNED WITH CONSTRUCTIONThe facility combined acquisition �inance and development fundinginto a single structure tailored to the scheme’s needs.Drawdowns were phased in line with build milestones, giving thedeveloper �lexibility while maintaining lender discipline.At one stage, rising build-cost in�lation threatened to compresscontingency buffers. Instead of forcing a redesign, Sancus worked withOEH to re-pro�ile drawdowns and extend timing �lexibility: a smalladjustment that preserved viability without compromising discipline.
FROM DEPOT TO HOMESConstruction progressed steadily. The depot’s industrial footprint wassoftened into residential scale. Old circulation routes were re-stitchedinto human ones. Where buses once queued, front doors now opened.The completed redevelopment is shown in Figure 2.5.







FIGURE	2.5	Redeveloped	Higham	Road	Residential	Scheme
Source:	With	permission	of	OEH	GroupThe scheme is expected to be completed by mid-2026. Once �inished,the apartments will be brought to market through local agents and arelikely to feature prominently in the Northants	 Telegraph. Pricing hasbeen designed to remain within reach of local buyers, with demandexpected to be driven by �irst-time purchasers, downsizers and localprofessionals.



Beyond the numbers, the scheme reactivated a dormant site,supported local contractors and improved the visual fabric of HighamRoad. It proved that regeneration need not be spectacular to besuccessful.
THE CAPITAL STACKHigham Road’s �inancing illustrates a recurring pattern in regionalregeneration. Projects that appear modest in scale can still requirecarefully structured capital, particularly when redevelopment involvesbrown�ield land, adaptive reuse and local market dynamics. The key�inancial metrics for the scheme are summarised in Table 2.4.
TABLE	2.4

Higham	Road	Development	Financing	Overview
Metric Higham	RoadTotal GDV (GBPm) ~7.7Total facility (GBPm) ~4.8LTC ~70%LTGDV ~62%Term 24 + 6 monthsStructure Acquisition + DevelopmentLender Type Non-bank private creditThe structure balanced prudence with �lexibility—protectingdownside while enabling delivery.
THE REGIONAL FUNDING GAPIn many ways, Higham Road mirrors dozens of regeneration storiesunfolding across Britain’s secondary towns. Sites that are too small,too local, or too nuanced for institutional balance sheets, yet vital totheir communities.What differentiates successful outcomes from stalled ones is rarelyplanning policy or market demand alone. It is capital, and the type of



capital willing to engage.Private credit does not replace banks wholesale. But it �ills the gapsbanks leave behind. It funds the projects that matter locally but falloutside national templates. It underwrites complexity with judgmentinstead of avoidance.For OEH, Higham Road was not an anomaly. It was a continuation of astrategy rooted in local knowledge, disciplined execution and aligned�inancing.
LESSONS FROM HIGHAM ROADHigham Road will never be a landmark listed in architecturaltextbooks. It will not win national regeneration awards. But its impactis no less real.It returned a redundant industrial site to productive use. It deliveredhomes people can afford and want to live in. And it demonstrated—once again—that the future of British housing will not be built solelyby mega-schemes or institutional giants.Regeneration isn’t always about transformation’, re�lects Sutton.‘Sometimes it’s about restoration—restoring usefulness, relevanceand con�idence in places that quietly matter’.Behind many such projects stands private credit, not chasingheadlines but enabling outcomes.

What OEH’s Higham Road deal ultimately illustrates is not just howprivate credit �ills a �inancing gap, but how it reframes the narrative ofrisk. Where traditional lenders see complexity as something to beavoided, private capital can engage with context; where uncertaintydeters, alignment and judgement can unlock progress.In Rushden, private capital did more than �inance a development. Itenabled a project that needed patience, local understanding and awillingness to engage with history as much as with spreadsheets. Thevalue of private credit here lay not in �illing the void left by banks, but inunderwriting a scheme that sat outside conventional templates.



That pattern is increasingly visible across other parts of the real estatemarket where demand is structural, delivery is constrained andtraditional lenders struggle to reconcile operational complexity withstandardised risk models. One such area is later-living and care homes.Across the developed world, demographic forces are reshaping real estatedemand. Populations are ageing rapidly; the cohort aged 65 and over isgrowing faster than any other age group, life expectancy continues to riseand this demographic often bene�its from relatively strong and resilientpurchasing power. The result has been sustained pressure on later-livinginfrastructure, from retirement housing to nursing and dementia carefacilities.Yet despite clear demand, delivery has lagged. Purpose-built care homes,designed to meet modern clinical, regulatory and accessibility standards,remain chronically undersupplied.The reality is that traditionally, care homes have sat at an uncomfortableintersection for banks: operationally intensive, tightly regulated andreliant not only on asset value but on the operator’s track record. Fortraditional lenders used to underwriting straightforward residential orcommercial developments, that combination of construction risk,operational risk, staf�ing exposure, regulatory oversight and long-datedcash�low has often been enough to trigger conservative creditassumptions, higher discount rates or deter appetite altogether.As one senior real estate lender put it to me: ‘Banks are geared towardsprivate-equity-grade assets or plain-vanilla residential delivery. Anythingthat criss-crosses with services and regulation tends to stall creditcommittees’.If traditional lenders never had much of an appetite for the care sector,things deteriorated following the 2020 Covid pandemic when care homesquickly became one of the �irst sectors to face a credit crunch. Banksrefused to lend money or provide new services for fear that the sector wasabout to crumble. In 2021, in the aftermath of the pandemic, a survey ofcare providers carried out by the Hampshire Care Association (HCA)found that 20% had been told their bank was concerned about their long-term viability.Private credit lenders, by contrast, operate with fewer regulatoryconstraints and greater �lexibility in how risk is assessed, structured and



priced. Freed from rigid balance-sheet restrictions, they are able tounderwrite based on asset-speci�ic fundamentals: local supply anddemand, operator quality and track record, cash-�low durability and long-term social relevance. In markets where care provision is botheconomically necessary and socially critical, that �lexibility has translatedinto genuine appetite.The next case study explores how private credit helped bridge the�inancing gap in later-living development. It examines why traditionalbanks continue to struggle with this asset class, how specialist lendersstructure capital around operational risk and what it takes to align long-term �inancial returns with social impact.



MACC CARE GROUP: DELIVERING MODERN CARE
INFRASTRUCTUREOver the last decade, care home lending in the United Kingdom hasundergone a notable transformation. What was once viewed as aniche area of CRE is now widely recognised as a resilient andstrategically important asset class.—Naz Nathani, Director, MACC Care Group
A DEVELOPMENT GROUNDED IN DEMOGRAPHIC REALITYBy the mid-2020s, MACC had become one of the UK’s mostexperienced care-home developers and operators. Founded with aclear focus on delivering purpose-built residential and dementia carefacilities, the group had built a reputation for combining developmentexpertise with operational depth, a combination that lenders often saythey value but rarely encounter in practice.In Staffordshire, MACC had secured planning consent for a new-buildcare home in Codsall, a village on the western edge of Wolverhampton.The approved scheme proposed an 80-bed, purpose-built care homedesigned to accommodate residential, nursing and dementia carewithin a modern, high-speci�ication environment, as illustrated inFigure 2.6.



FIGURE	2.6	Modern	Care	Home	Development	in	Codsall
Source:	With	permission	of	MACC	CareThe project re�lects a broader shift within the UK care sector. As older,converted buildings become increasingly unsuitable for modern carestandards, there is now an increased emphasis on the development ofpurpose-built facilities that provide greater accessibility, improvedinfection control, more ef�icient operational layouts and are generallyfuture proof to both ful�il the rising demand and contribute to thephasing out of older accommodation.The demographic context only reinforced the need. Across thecountry, the population aged over 75 has been growing signi�icantlyfaster than the national average, placing sustained pressure on localcare provision. Planning authorities and health bodies have repeatedlyhighlighted the shortage of modern care capacity, particularly forspecialist dementia services.On paper, the Codsall scheme appeared well aligned with those policypriorities. The design incorporated generous communal spaces,landscaped gardens and carefully planned operational facilitiesintended to support both residents and staff.

WHY CARE HOMES CHALLENGE CONVENTIONAL LENDING



Despite strong demand fundamentals, care-home developmentoccupies an unusual position within real estate �inance. Unlikestandard commercial property, where income is typically derived fromlong leases to tenants, care homes generate revenue throughoperational performance, occupancy levels, staf�ing costs andregulatory compliance.This hybrid nature—part real estate, part operating business—hashistorically made many traditional lenders cautious.‘Care-home lending has evolved enormously over the past decade’,explains Nathani. ‘What lenders increasingly focus on is not justpro�itability, but cash generation. Metrics like CFADS (Cash FlowAvailable for Debt Service) have become central to underwritingdecisions because they re�lect the operational realities of running acare home’.That shift re�lects the sector’s growing maturity. While high-streetbanks once dominated care-home lending, the funding landscape hasbroadened considerably. Challenger banks, specialist healthcarelenders and private credit funds have entered the market, eachapplying different underwriting frameworks and risk appetites.Traditional banks still tend to offer the lowest cost of capital, but theyalso typically require lower leverage and impose tighter covenants.Specialist lenders, by contrast, often operate at higher margins butprovide greater �lexibility, particularly for transitional assets ordevelopment projects.
WHEN CONVENTIONAL FINANCE FALLS SHORTFor many credit committees, lending on an 80-bed care home on aprojection-led basis requires familiarity and con�idence in the processand the developer. Income projections depended on future occupancyand operational performance rather than pre-leased rental contracts,and valuation comparables were relatively limited.The hesitation re�lected a structural reality of bank lending. Creditmodels built around standardised property assets often struggle toaccommodate operationally intensive sectors such as healthcare.



‘Even with planning permission secured and a strong operating trackrecord’, Nathani notes, ‘many lenders simply don’t have frameworksdesigned to assess the operational aspects of care homes as eventualvalue creation from mature trading de�ines the turnkey value of acompleted development and tends to be the basis of developmentfunding security assessment’.
A SPECIALIST DEVELOPMENT LENDERIn this case, MACC progressed discussions with Broadwood Capital, aspecialist real estate lender focused on sectors where operationalperformance and real estate value are closely intertwined. Broadwoodhad existing relationship and familiarity with MACC having supporteda previous development.Founded to support mid-sized development projects across the UK,Broadwood has made later-living and healthcare assets one of thecore focuses of its strategy. The �irm’s approach re�lects a recognitionthat care homes require a different underwriting lens fromconventional residential or commercial developments.Instead of evaluating the project purely as property, Broadwoodassessed the Codsall scheme as a combined real estate and operatingbusiness.That meant examining not only construction costs and projectedvalues, but also the operator’s track record, local commissioningdynamics, staf�ing assumptions and the expected trajectory ofoccupancy growth once the facility opened.A purpose-built asset paired with strong demographic fundamentalsis key for an specialist lender and deeper analysis ultimately allowedBroadwood to become comfortable with the project.In 2024, the lender agreed to provide a development �inance facility ofapproximately GBP 14 million to fund the construction of the Codsallcare home.
STRUCTURING FINANCE AROUND DELIVERYDevelopment �inancing for care homes must account for a sequence ofdistinct phases: land acquisition, construction, commissioning and



operational ramp-up. Unlike many commercial buildings, care homesdo not reach stable performance immediately after completion.Broadwood’s facility was therefore structured to re�lect the project’spractical delivery timeline.The key �inancial metrics for the scheme are summarised in Table 2.5.
TABLE	2.5

Higham	Road	Development	Financing	OverviewFacility size(GBPm) ~14Term around 21 months, aligned with construction andcommissioning timelinesLeverage roughly 85% LTCStructure staged drawdowns tied to construction milestonesFundingsource Broadwood’s Later Living Sustainable ConstructionFinance FundThis structure provided MACC with suf�icient capital to move fromplanning consent into construction while maintaining alignmentbetween lender oversight and the realities of the build programme.‘What mattered most wasn’t just access to funding’, Nathani re�lects. ‘Itwas having a lender that understood how care homes are actuallydeveloped and operated and realistic timescales within which this canbe achieved with con�idence’.
UNDERWRITING BEYOND THE SPREADSHEETBroadwood’s due diligence extended well beyond constructionbudgets. The underwriting process examined MACC’s operatingportfolio, development track record and historical performance insuccessfully commissioning care homes and getting them to maturity.In particular, the lender focused on the metrics that increasingly shapecare-sector �inance: occupancy trajectories, staf�ing stability andprojected cash �lows.



These indicators form the basis of the CFADS framework now widelyused by specialist lenders in the sector which is an important variablefor a development lender to stratify exit risk and timing to a seniorlender at or following completion.For mature homes with stable occupancy, lenders may ultimatelyextend leverage of 4.75 to 6.25 times EBITDA, depending on riskappetite and covenant structures. For assets which have proven tradeand are on a trajectory to mature, some senior lenders are able to lendat a higher multiple with expected multiple settling within this rangeat maturity. Development lending, however, remains moreconservative, re�lecting construction risk and the time required fornew homes to reach operational maturity.Borrower contributions also remain central. Developers typicallyprovide 15–20% of total project costs, often through land acquisitionand planning expenditure.MACC’s long track record of delivering projects and re�inancingcompleted homes helped reassure Broadwood that the Codsallscheme would ultimately transition into a stable operating asset.
NAVIGATING REAL-WORLD COMPLEXITYEven well-structured development projects rarely proceed withoutchallenges.Pre-start matters, the discharge of planning conditions, and thediscovery of design elements requiring minor amendments arecommon issues for developers, and they require a lender whounderstands and can accommodate these realities.For traditional lenders, such changes can trigger covenant reviews orfunding pauses.‘In regulated sectors like care, unknowns are inevitable’, Nathaniexplains. ‘What matters is how lenders respond when thoseunknowns arise’.The issue was ultimately resolved without signi�icant disruption,illustrating the value of lender �lexibility, familiarity and con�idence incomplex development projects.



DELIVERING SOCIAL INFRASTRUCTUREOnce completed, the Codsall care home will provide 80 en-suitebedrooms designed for residential, nursing and dementia care,alongside landscaped outdoor areas within modern future-prooffacilities.Beyond the �inancial metrics, the project addresses a critical gap inregional care provision.Across the UK, demand for later-living infrastructure continues togrow as the population ages and family-based care becomesincreasingly dif�icult to sustain. Purpose-built care homes play a vitalrole in supporting both local communities and broader healthcaresystems.For investors, the attraction lies not only in yield but also in theresilience of the underlying demand drivers.Demographic trends provide a relatively predictable foundation forlong-term occupancy, while operational performance can generatestable cash �lows once facilities reach maturity.
A CHANGING LENDING LANDSCAPEThe Codsall project re�lects a broader transformation in care-home�inance.Over the past decade, the sector has shifted from a small, bank-dominated lending market to a more diversi�ied ecosystem thatincludes challenger banks, specialist healthcare lenders and privatecredit funds.Each plays a distinct role within the capital stack.Traditional banks continue to offer the lowest pricing for stabilisedassets. Specialist lenders, meanwhile, increasingly supportdevelopment projects and transitional facilities where operationalexpertise and �lexible structuring are essential.For operators such as MACC, this evolving funding landscape hasopened new strategic possibilities.



By building long-term relationships with multiple lenders, developerscan align each project with the �inancing partner best suited to its riskpro�ile and stage of maturity.
WHY THIS CASE MATTERSThe Staffordshire care-home development illustrates several broaderthemes shaping modern real estate credit markets.First, specialisation matters. Sectors that combine real estate withoperational complexity often require lenders with deep domainknowledge.Second, �lexible structuring reduces execution risk. Development�inance aligned with real-world delivery timelines can preventotherwise viable projects from stalling.And third, private credit increasingly supports socially essentialinfrastructure. Care homes, hospitals and other healthcare assetsrepresent areas where demographic demand intersects with long-term capital.For MACC, the project ultimately demonstrated the importance ofcombined developer and lender expertise with asset complexity.‘Finance isn’t just about cost’, Nathani re�lects. ‘It’s about �indingpartners who understand the sector and can support projects fromplanning through to operation’.In sectors like care provision, that alignment can determine whether aproject remains an approved plan on paper, or becomes a facility thatserves communities for decades to come.MACC’s care home loan is a reminder that private credit’s impact isoften felt most keenly where capital is scarce and stakes are deeplyhuman. By stepping into a sector that mainstream lenders hadretreated from, it did more than �inance bricks and mortar; it helpedsustain continuity of care, dignity in later life and the delivery ofessential social infrastructure.



THE CAPITAL BEHIND THE
TRANSFORMATIONThe stories we have seen re�lect a pattern increasingly evident: whentraditional �inance hesitates, projects stall; but when specialist lendersstep forward with the right structure and conviction, wholeneighbourhoods begin to move again. In the case of the Hawkins Factory,the Higham Road project or the MACC care home, the outcomes speak tosomething larger than a single development. They show how privatecredit has become an active agent of renewal, funding schemes thatmainstream lenders shun because they deem them too complex, too small,or too context-dependent. Yet capital alone does not explain the story.These projects succeeded because the �inancing aligned with vision andexecution.And that raises a fundamental question at the heart of today’s real estatedebt ecosystem: who is providing this capital and what motivates them tofund projects that banks no longer will?These schemes are the visible expressions of deeper shifts in investorappetite, regulation and market structure. To understand why privatecredit has stepped so powerfully into this space—and why it is likely toremain a cornerstone of real estate �inance—we need to follow the moneyand trace who is backing private debt.
Beyond	 Banks:	 The	 Rise	 of	 Private	 Debt	 in	 Real	 Estate	 Finance, First Edition. Roxana Mohammadian-Molina.© 2027 John Wiley & Sons Ltd. All rights reserved, including rights for text and data mining andtraining of arti�icial intelligence technologies or similar technologies. Published 2027 by John Wiley &Sons Ltd.



CHAPTER 3
Follow the Money: Who Backs Private Real
Estate Debt—and Why

THE SILENT ARCHITECTS OF CAPITAL
The	 way	 our	 investors	 think	 about	 private	 real	 estate	 credit	 today	 is
fundamentally	 different	 from	 a	 decade	 ago.	 To	 them,	 it’s	 no	 longer	 a
peripheral	 strategy—it’s	 a	 core	 building	 block	 in	 diversi�ied	 portfolios.
Investors	 want	 yield,	 they	 want	 downside	 protection	 and	 they	 want
exposure	 to	 high-quality	 real	 assets	 without	 the	 volatility	 of	 equity.
Private	 credit	 offers	 all	 of	 that.	 As	 the	 traditional	 lending	 landscape
evolves,	 we	 believe	 this	 asset	 class	 is	 only	 going	 to	 grow	 in	 relevance	 and
scale. —Eugenio Sangermano, CEO, BF.capital GmbHWe began by tracing the rise of non-bank lenders in the aftermath of theGlobal Financial Crisis, and in the last chapter we saw how that shift playsout in practice through real-world deals funded by private credit. We’vewalked the ground with SME housebuilders, visited reimagined shoefactories and care homes and heard from those navigating the realities ofconstruction �inance in a post-bank era.But there’s one important question still lingering: who is actually makingthe payments?Pull back the curtain and a quietly powerful line-up of actors emerges:layered, sophisticated, international and increasingly strategic. Behind thescenes of private real estate credit sits an eclectic cast of capital allocators,each playing a different role. From the cautious to the contrarian; frompatient institutions—sometimes tucked away in a remote Swiss town—safeguarding pensions to fast-moving Wall Street funds chasing yield;from balance-sheet lenders to data-driven disruptors, all performing onthe same stage and together reshaping the �inancial architecture ofproperty development across the globe (Table 3.1).



TABLE	3.1

Rising	Allocations	to	Private	Debt	Across	Institutional	Investors

Year
Insurance
Company

Private
Pension
Fund

Public
Pension
Fund

Foundation/
Endowment

Sovereign
Wealth
Fund Average2017 5.2% 4.7%2022 6.1% 3.6%2023 7.11% 6.18% 5.39% 4.12% 5.7%2024 8.62% 7.12% 5.54% 4.48% 6.44%H12025 6.6% 5.8% 5.4% 4.2% 6.9% 5.7%

Importantly, this ecosystem is far more diverse than meets the eye. At itscore sit the pension funds, long-term stewards of capital whose primarygoal is to meet future liabilities with steady, predictable cash�low. In aworld of volatile markets, geopolitical uncertainties and lacklustre bondreturns, private real estate credit has emerged as a compelling �it:secured, income-generating and backed by hard, tangible assets.As one senior European pension fund allocator, with more than threedecades of experience, put it, ‘Fifteen years ago, real estate debt wasn’treally on the radar for most pension funds. We were mainly equityinvestors. What’s changed is the combination of regulation, dislocationand opportunity. Banks stepped back, spreads widened and suddenly youcould access senior, asset-backed lending at returns that actually move theneedle for a pension portfolio. For us, it’s become a core allocationbecause it offers duration, income and capital preservation in a way fewother asset classes can’.Alongside pension funds sit the global insurance companies, many ofthem managing hundreds of billions tied to long-duration commitmentslike life and annuity portfolios. These institutions are also drawn toprivate debt’s ability to generate structured, reliable yield, especially in amarket where public instruments no longer offer a meaningful match fortheir long-term obligations.



Then there are the sovereign wealth funds—particularly those fromresource-rich nations—looking to bullet-proof the future of their youngpopulations by diversifying away from hydrocarbons and into tangible,income-generating assets with reliable cash�low. For these state-backedgiants, real estate private credit offers a way to generate long-term,in�lation-resilient returns while preserving downside protection throughsecured claims on property. It’s more than just a yield play. It is a strategyrooted in intergenerational stability.The institutional shift towards private debt is now unmistakable.According to Macfarlanes’ 2024 Real Estate Debt Funds Report, privatedebt funds now account for over GBP 60 billion in deployed or committedreal estate lending capital across the UK and continental Europe, a �igurethat has tripled in less than a decade. Nearly half of this capital comesfrom institutional investors—insurers, pension funds and sovereignwealth funds—while fund-of-funds and family of�ices make up a growingshare of the balance.For many institutions, part of the attraction lies in the blend of yield andsecurity that asset-backed real estate loans offer. The same Macfarlanesreport notes that the typical UK real estate debt fund today lends at LTVratios between 55% and 70%, with net target returns ranging from 5% to10%, depending on structure and seniority. That puts these funds �irmlyin the ‘enhanced yield, controlled risk’ camp, and helps explain theirgrowing role as an institutional mainstay instead of an opportunisticniche.To put it into context, the yield on the UK 10-year gilt currently hoversaround 5.0%, while the US 10-year Treasury sits near 4.4%, onlymarginally above their long-term averages (Figure 3.1). For investorsmanaging liabilities that stretch out for decades, such muted returns onsupposedly ‘safe’ assets no longer cut it. Private real estate debt, bycontrast, offers not only enhanced yield, but the added comfort ofdownside protection through secured claims, an increasingly rarecombination in today’s uncertain economic landscape.



FIGURE	3.1	Sovereign	Yields	Relative	to	Long-Term	AveragesBut while institutions were �irst movers, the story didn’t end there.Private wealth investors—high-net-worth individuals, family of�ices andboutique asset managers—have all followed suit, drawn by the samebalance of yield and downside protection. The democratisation of accessto lending opportunities through regulated platforms for smallerallocations has further opened the gates to retail investors.Crucially, none of this capital deploys itself. Sitting at the centre of thesystem are the investment managers, the architects who structure,syndicate and guide this growing market. They range from globalalternative giants such as Federated Hermes, Blackstone, Brook�ield andApollo—�irms managing hundreds of billions, and in some cases morethan a trillion dollars—to more niche and specialist private creditmanagers such as BF.capital in Germany, Alpinum InvestmentManagement in Switzerland or Pemberton Asset Management acrossEurope. These �irms combine deep local market expertise withinstitutional-grade governance and risk management. They source theopportunities, structure the funds, underwrite the deals and manage therisk and, crucially, know how to move quickly when traditional lendersstall.And rising in tandem is a new generation of digital players, P2P lendingplatforms that are democratising access to real estate credit. What began



as a fringe experiment has evolved into a regulated, technology-enabledinfrastructure. These digital-�irst platforms now connect everydayinvestors—from retirees in Surrey to family of�ices in Singapore—directlywith borrowers, offering transparency, speed and tailored risk pro�iles. Indoing so, they are opening up the asset class to investors who, a decadeago, would have never touched real estate debt, either because it was noton their radar or because those opportunities were simply inaccessible tothem.Together, this network forms the modern engine room of real estate�inance. Private credit is no longer a niche or opportunistic play. It hasbecome a core allocation in institutional portfolios across the globe, asFigure 3.2 shows. From North American pension funds to the sovereignwealth funds of the Gulf, from Australian superannuation funds to Swissinsurers, private credit is now woven into the way smart money thinksabout real assets.

FIGURE	3.2	Private	Credit	as	a	Core	AllocationIn this chapter, we go backstage. We hear from the CEOs, asset allocatorsand real estate heads who are actively shifting capital into private debt.What drives them? What return hurdles do they set? How do they decidewhich risks are worth taking?These themes come to life through real case studies: a California pensionfund backing an urban regeneration debt fund; a German specialist assetmanager backing one of Berlin’s largest and most prominent real estateprojects; a German insurer channelling long-dated capital into seniorloans for residential developments. Each example sheds light not just oninvestor preferences, but on the broader evolution of the capital stack,and how the architecture of real estate �inance is being redrawn.



At a time when in�lation remains stubborn—driven in part by geopoliticaltensions disrupting supply chains and energy markets—and interest rateshave been anything but steady, the appeal of private real estate credit iseasy to grasp. But institutional appetite isn’t static. This chapter alsoexplores how allocation strategies are evolving in a post-zero interest rateenvironment, where the bar for illiquidity premiums is rising, duediligence is more rigorous than ever, and investors are increasinglyattuned to political as well as �inancial risk.
HOW PENSION FUNDS BECAME LENDERSPension funds across the developed world have spent the past decadesgrappling with two long-term structural pressures. On one side:demographics. Longer life expectancy and falling birth rates mean ageingpopulations are drawing from the retirement pot for longer, while feweractive workers are replenishing it. In many advanced economies, roughlya quarter of the population is now aged 60 or over. On the other: markets.Public equity and government bond markets that used to be the backboneof pension investment portfolios have delivered increasingly meagre andvolatile returns, putting further strain on long-term funding models.These pressures are particularly acute in pay-as-you-go pension systems.As the ratio of contributors to bene�iciaries drops, sustainability becomesharder to maintain. JP Morgan research shows the shift starkly: in France,the number of active contributors per pensioner has tumbled fromaround four in the 1960s to just 1.7 today. The trend is similar acrossother developed economies. In the UK, the number of working-age peoplesupporting each pensioner is expected to fall sharply over the next 25years, from 3.5 workers per pensioner in 2025 to just 2.2 by 2050.In parallel, populist policy decisions in many countries to lower theeffective retirement age have accelerated the draw on pension assetswhile narrowing the contribution base. The result has been a growingrecognition that traditional pension models, conceived in the post-warwelfare state era, are no longer sustainable over the long term. In otherwords, the traditional 20/80 pension portfolio is increasingly misalignedwith today’s economic and demographic realities.



In response, pension funds started to reposition their portfolios. Over thepast decade, they have gradually shifted beyond the safety of listed stocksand bonds, emerging as some of the biggest backers of private debt. Themove has been gradual, but profound. Private credit was initially viewedby pension trustees as a quirky, if not exotic, corner of the market:opaque, illiquid, operationally demanding and hard to mark-to-market.Today, many of the world’s biggest retirement schemes treat it as a coreportfolio building block, sitting alongside infrastructure debt, privateplacements and long-duration credit.Legislative and regulatory changes have also supported this shift, allowinggreater allocations to private assets in search of yield, diversi�ication andincome resilience. In France, the PACTE law (Plan d’Action pour laCroissance et la Transformation des Entreprises) marked a signi�icantstep forward by modernising savings frameworks and encouraginggreater allocation to long-term assets, including private equity and privatedebt, within pension and insurance portfolios. At a pan-European level,the evolution of the European Long-Term Investment Fund regime—culminating in ELTIF 2.0—has also lowered structural barriers. Byrelaxing eligibility rules, broadening the range of permissible assets andopening access to a wider investor base, ELTIF 2.0 has made it easier forinstitutional allocators, including pension funds, to deploy capital intoprivate markets. Together, these reforms re�lect a broader policy shift:recognising private capital not as a peripheral allocation, but as a criticalcomponent in delivering yield, diversi�ication and income resilience forlong-term investors.But as with the rise of private real estate credit more broadly, the trendhas been led by the United States. US pension funds are now the singlelargest source of capital for private credit globally. Table 3.2 shows USpension funds with largest allocation in global private debt. According toSecurities and Exchange Commission disclosures, public and privatepension schemes accounted for roughly 30% of private credit fund assetsas of June 2024.



TABLE	3.2

US	Pension	Funds	Lead	Private	Credit	Allocations

Pension	Fund	Name
Target	Allocation
in	Private	Debt

Actual	Allocation
in	Private	DebtCalifornia Public Employees’Retirement System 42.07 16.36Virginia Retirement System 15.72 16.12Texas County & DistrictRetirement System 12.13 13.10Arizona State RetirementSystem 12.76 12.20Tennessee ConsolidatedRetirement 6.50 7.28Pennsylvania Public SchoolEmployees’ Retirement System 4.49 5.99Texas Municipal RetirementSystem 5.26 5.41New Jersey Division ofInvestment 8.01 5.08South Carolina RetirementSystem Investment Commission 3.30 3.39Arizona Public Safety PersonnelRetirement System 4.36 3.11

Data compiled 03 January 2025Investor allocation data is provided by PreqinThe analysis includes the top 10 union, government or corporate pensionplan sponsors with largest annual allocation in private debt as of 3January 2025. It excludes pension funds with unavailable data on targetand actual private debt allocation.As another striking illustration of how central the asset class has becometo modern pension portfolio construction, among the 200 largest de�inedbene�it plans, allocations to private credit rose by more than 57%between 2023 and 2024.



Today, private credit is increasingly viewed not as an exotic, fringealternative allocation for the most daring investors, but as a cost-ef�icientway to secure predictable income at scale for even the most conservativeasset allocators. That shift is already visible in the allocation decisions ofthe world’s largest public pension funds. The New York City Employees’Retirement System, which oversees approximately USD 264 billion inassets, has recently signalled a deliberate expansion into private credit,citing the asset class’s relative affordability and the speed with whichcapital can be deployed compared to traditional private market strategies.Equally, California’s Public Employees Retirement System—the largestde�ined-bene�it public pension fund in the United States, with roughlyUSD 503 billion under management—has taken a similarly decisive step.Over the past few years, it has increased its allocation to private creditfrom 5% to 8%, embedding the asset class more deeply into its long-termportfolio architecture instead of treating it as a peripheral source of yield.Private credit’s appeal to pension funds is easy to understand: asset-backed yield. Because unlike many other investors in the alternativesuniverse, pensions are not chasing quarterly performance or headline-grabbing returns. Their mandate is more elemental: to match predictable,long-dated liabilities with equally predictable, long-dated income. And ina world where public �ixed income has struggled to deliver suf�icient yield,private credit—particularly secured real estate debt—has become anatural destination for this patient capital that recognises that senior andwhole-loan real estate credit behaves in ways pension funds value most,offering asset-backed security, contractual cash �lows and resilienceacross cycles.Put simply, pensions funds realised that real estate private debt allowsthem to earn a decent premium over bonds without having to take equity-like risk. And with banks retrenching from property lending, theopportunity set has grown just as the need for stable income hasintensi�ied.Increasingly, access to private real estate credit is also �iltering down toindividual investors, with structures such as SIPPs and SSAS enablingprivate wealth to participate—albeit at a much smaller scale—in an assetclass once reserved for institutions.



Across the US, Europe and Canada, allocations have expanded sharply.From the giant American retirement systems reshaping their �ixed-incomebooks, to Swiss regional schemes hunting for yield stability, to Canadianplans using private markets to future-proof their portfolios, pensioncapital is now one of the stabilising anchors of global real estate credit.The following case study on the California Public Employees’ RetirementSystem (CalPERS) illustrates how one of the world’s largest pension fundshas converged on a clear conclusion: private real estate debt is no longerniche, but a strategic response to a structural problem.



CALPERS: SCALE MEETS PRIVATE CREDIT

WHEN THE GIANTS MOVEPrivate credit, real estate and infrastructure are among the fastest-growing parts of our portfolio because they deliver the higher,more reliable yields long-term investors need. We’re comfortablewith longer lockups when the opportunity is right and today thatincludes a wave of demand around data centre and powerinfrastructure—areas where we’re seeing signi�icant interest andcompelling ways to deploy capital.— Marcie Frost, CEO, CalPERSIn the often-opaque world of institutional capital, few moves carry thesymbolic weight of a major pension fund allocation. With over USD550 billion in Assets Under Management (AUM), CalPERS is not just apension fund—it is a bellwether, a steady long-range thinker whosedecisions often foreshadow where the most disciplined capital isheading next. So, when CalPERS shifts strategy, the market paysattention. Not just because of its sheer scale, but because whenSacramento’s giant moves, it often signals a shrewd reading of thetectonic shifts reshaping the �inancial world beneath our feet.And yet, for all its scale, CalPERS has always been more than alumbering super tanker. It has built a reputation for something rarer:the courage to rethink long-held assumptions when the facts demandit and quietly rewriting its own playbook. So, when it committed aneye-catching USD 1.85 billion to real estate private credit inSeptember 2023, it did so with the deliberateness of an institutionthat knows precisely what it is signalling.The allocation—USD 1.5 billion to Blackstone Real Estate DebtStrategies V and USD 350 million to Mesa West Real Estate IncomeFund V—wasn’t just a large payment. It was a statement of intent: anendorsement of private real estate credit at a time when the assetclass was coming of age. But what made the moment all the moresigni�icant wasn’t just the sheer size of the allocation. It was the storyit told.



THE YIELD DILEMMA FACING PENSION FUNDSFor the better part of the past decade, CalPERS, like most majorpension funds, has been grappling with an uncomfortable reality: howto meet long-term obligations in a world of chronically low yieldswhere traditional �ixed income no longer pulls its weight. Bonds, oncethe steady workhorses of pension portfolios, have delivered anaemicreturns in the face of ultra-low interest rates, macroeconomic shocksand shifting in�lationary pressures.
WHY REAL ESTATE PRIVATE CREDIT FITSReal estate private credit, by contrast, offers a compelling alternative.It provides portfolio characteristics that sit perfectly in a long-terminvestor’s sweet spot: secured lending with conservative LTV ratios,tangible collateral, steady, contractual income, better yield than public�ixed income and less volatility than equity. In a world still reelingfrom in�lation shocks and banking retrenchment, the appeal isobvious. As CEO Marcie Frost put it bluntly in a recent conversation:‘private markets have become extremely important as we add activerisk to build out the portfolio and get closer to our 6.8% returnhurdle’.CalPERS’ growing enthusiasm for private credit—real estate inparticular—also �its into a broader shift: a modernisation of how thefund approaches private markets full stop. Gone are the days when theprimary lens was simply ‘can it deliver alpha?’ The new question beingasked is far more nuanced: ‘Can this asset class help us meet ourpromises, reliably, transparently and over very long horizons?’Real estate private credit, with its combination of security, structureand scalability, increasingly answers ‘Yes’. That conviction isreinforced by the performance of CalPERS’ private debt portfolio, asshown in Table 3.3, where we see that the portfolio outpaced thepolicy benchmark over each time period shown. What’s more, theportfolio’s excess return relative to the policy benchmark increasedover each time period compared to the prior quarter.



TABLE	3.3

Private	Debt	Performance	as	of	31	December	2025
FYTD
(%)

1	Year
(%)

3	Year
(%)

Since	Inception
(%)CalPERS Private DebtPortfolio 5.7 12.4 13.4 10.9Policy Benchmark 5.5 9.2 11.7 8.2Excess vs. PolicyBenchmark ↑ 0.2 ↑ 3.1 ↑ 1.7 ↑ 2.7

A SHIFT BORN OF PRAGMATISM, NOT FASHIONThis strategic pivot was not the product of hype: quite the opposite.The shift re�lected a deeper conversation across the organisationabout resilience, long-term value and the structural changes shapingreal assets in a post-zero interest rate world set against a backdrop ofgeopolitical uncertainty. In the boardrooms of CalPERS, a questionwas climbing steadily up the agenda: what kind of assets can generatedependable, in�lation-resistant income over multi-decade horizons?Real estate private credit—especially in sectors experiencingstructural expansion—has emerged as a compelling answer. Frost hasopenly referenced the ‘exuberance’ around data centres, powerinfrastructure and other real-asset platforms where demand isaccelerating faster than traditional �inancing channels can keep up.For an investor with obligations stretching decades into the future,such areas aren’t speculative. They represent disciplined, long-rangethinking and strategic clarity.
INSIDE THE ALLOCATION STRATEGYAt a portfolio level, CalPERS’ approach expresses itself through adeliberate mix of private credit strategies, each serving a distinct rolewithin the fund.



As shown in Figure 3.3 and Table 3.4, direct Lending strategies makeup the majority of CalPERS’ portfolio, accounting for 75% ofcommitments as of 31 March 2025, albeit down from 82% a yearearlier. This re�lects the historical reality that the bulk of private debtallocations were initially concentrated in corporate direct lendingstrategies.

FIGURE	3.3	Commitment	by	Strategy	(as	of	31	March	2025)



TABLE	3.4

CalPERS	Private	Credit	Performance	by	Strategy	as	of	31
December	2025

NAV
(USDm)

%	of	Total
NAV	(%)

FYTD
(%)

1
Year
(%)

3
Year
(%)

Since
Inception
(%)Direct Lending 19,685 81.3 5.7 12.5 14.1 11.7SpecialtyLending 3,344 13.8 5.1 10.0 10.0 9.0Real EstateFinancing 1,191 4.9 7.5 16.6 12.7 9.7CalPERS PrivateDebt Portfolio 24,220 100.0 5.7 12.4 13.4 10.9

These strategies have generated attractive returns overall and thestrongest returns over the three-year and since inception time periodsrelative to the other two strategies. But real estate �inancing hasproduced the highest absolute returns over the trailing one-yearperiod.However, the mix is beginning to broaden. As banks have retrenchedand stepped back from more specialised forms of lending, areas suchas real estate �inancing and specialty lending—long consideredsmaller and less accessible opportunity sets—are gaining traction.While still representing a minority of allocations today, thesesegments are expected to grow as institutional investors seekdifferentiated sources of yield and asset-backed exposure in a moreconstrained banking environment.But higher yields alone don’t explain the shift towards private debt.Instead, CalPERS is leaning into asset classes where secure income,collateral backing and long-term structural demand intersect. Privatecredit—especially when tied to real assets—offers somethingincreasingly scarce in public markets: durable, in�lation-resilientreturns with measurable downside protection.



The fund’s two chosen managers for its 2023 allocation illustrate itsdual strategy as they serve slightly different but complementarypurposes.Blackstone’s strategy is geared towards large-scale lending acrossmajor real estate markets, often in dislocated or transitional situationswhere liquidity is scarce, but asset quality remains strong.Mesa West, by contrast, specialises in middle-market transitionalloans—often value-add projects, multifamily developments orrepositioning plays in gateway cities.Together, they offer breadth and depth—two qualities CalPERS valueswhen deploying capital at scale. ‘We diversify not just across managersbut across structures’, Frost explains. ‘Pooled vehicles give us scaleand reach; separate accounts or club deals give us control andalignment. It’s about balancing governance with opportunity’.Return expectations are realistic and calibrated. Senior securedpositions aim for steady, high single-digit returns, while mezzanine orstructured credit is used selectively when collateral strength supportsit.‘We’re not chasing the highest number on the page’, Frost notes. ‘We’rematching liabilities. That requires predictable income and strongunderwriting—that’s where real estate credit delivers’.
A SIGNAL THE MARKET CANNOT IGNOREIn many ways, this shift captured the fund’s quiet power. It doesn’tmerely reallocate capital; it reframes the conversation about whatlong-term investing should look like in an uncertain age.And for CalPERS, this shift wasn’t a tactical play; it was part of areimagining of what long-term, steady capital should look like intoday’s risk landscape. The fund increasingly views private credit as acore allocation—not a side dish—a view reinforced by consistentlyresilient private debt performance across cycles as shown in Tables3.3 and 3.4.And when the largest public pension fund in the United States saysthat secured, income-generating real estate credit is now part of itslong-term backbone, others tend to follow.



‘We’re living through a regime shift’, Frost observes. ‘In�lation’sresurgence, rate volatility, banking dislocation—the landscape haschanged. Private credit sits at the intersection of those forces’.As she puts it: ‘…we still have a lot of conviction in the private markets,private debt in particular … We are in a very strong liquidity position,which allows the allocation to private equity and private debt to tickup … to capture those outsized returns that we’ve seen certainly overthose longer periods of time’.
THE RIPPLE EFFECT ACROSS GLOBAL CAPITALCalPERS is not alone. The reallocation re�lects a wider trend. Pensionfunds around the world—from Canadian plans to European insurersto sovereign funds in the Gulf—are reallocating towards private creditand away from traditional public markets. But CalPERS’ move carriesoutsized weight: it doesn’t merely re�lect the trend; it accelerates it.CalPERS’ USD 1.85 billion bet is more than a portfolio adjustment, andit signals more than con�idence in individual managers. It speaks to aconviction in real estate private credit as a long-term, core allocation—not a niche or opportunistic play, but a structural pillar of the futurepension fund toolkit. It is a quiet but unmistakable statement: thegiants are moving, and this time, they’re backing debt.Perhaps most signi�icantly, it sets a precedent. Pension funds, oncewedded to the 60/40 traditional portfolio and wary of anythingperceived as illiquid or complex, are increasingly emerging as keyfunders of the built environment, not through equity, but throughdebt. And when the largest public pension fund in the United Statesleads the way, it’s hard to imagine others not taking notice.‘We’re living through a regime shift in capital markets’, Frost notes.‘In�lation’s resurgence, interest rate volatility and banking dislocationhave all reshaped the playing �ield. Private credit sits at theintersection of those forces, and we’re positioning accordingly’. ‘We’renot just chasing yield anymore’, another CalPERS insider said off therecord. ‘We’re looking for resilience—and real estate credit gives usboth’. In that sense, CalPERS’ USD 1.85 billion bet wasn’t just adeployment of capital. It was a market signal: a �lare in the sky. Thegiants are moving. And this time, they’re backing debt.



CalPERS’ move into real estate private credit matters not because of itssize alone, but because of what it represents. When a fund of this scaleembeds private credit into its long-term portfolio architecture, it signals abroader rede�inition of what defensive and income-generating now meanfor institutional capital. Real estate private credit is no longer aworkaround for a low-rate world, nor a tactical substitute for bonds. Inthe hands of investors such as CalPERS, it has become a core instrumentof portfolio resilience, quietly reshaping how the world’s largest pools ofcapital �inance the built environment.But not all shifts in institutional capital come from the world’s largestpension giants. Some of the clearest signals emerge from funds betterknown for caution than for boldness. Across continental Europe—inSwitzerland, Germany, France, Spain and other countries with deeplyrooter pension tradition—home to some of the world’s mostconservatively governed systems, funds have also started to rethink howthey generate income and manage long-term risk. Their move into privatemarkets is measured instead of dramatic, but no less indicative of abroader shift.Many of these pension funds have long embodied continental prudence:disciplined, methodical and risk aware. Yet in recent years, they haveventured into private credit, often stepping in to fund landmark realestate regeneration projects. For institutions known for theirconservatism, this has not been a tactical adjustment but a structuralrepositioning.The rationale is straightforward. Traditional �ixed income has struggled todeliver real returns, while public markets have become more volatile andless predictable. Private credit, by contrast, offers contractual income,seniority in the capital structure and tangible downside protection—attributes that align naturally with long-dated pension liabilities. In effect,it can help stabilise portfolios by partially decoupling performance fromeconomic cycles. In Europe’s tightly regulated pension system, wherecapital preservation and governance are paramount, that combination ofresilience and control carries particular weight.The shift among European pension funds re�lects a wider trend across thecontinent and beyond, with allocations to private markets rising steadily



over the past decade. What was once peripheral is becoming core: inSwitzerland alone, around a quarter of pension funds now allocate toprivate debt, up from roughly 8% ten years ago.Importantly, this evolution is not simply about returns. Pension capital�lowing into private debt and real assets is helping �inance housing,infrastructure and economic activity in areas increasingly underserved bybanks. For funds rooted in the real economy, that alignment matters.If these examples illustrate how conservative European pension capital iscautiously broadening its toolkit, Canada’s largest plans show whathappens when that evolution is taken further. At Ontario Teachers’Pension Plan (OTPP), private markets are not an allocation at the marginsbut a core part of the investment model.With over CAD 250 billion under management, OTPP has increasinglyused private credit—including real estate-backed lending—as a way togenerate stable, contractual income aligned with its long-dated liabilities.As banks have retreated, it has stepped into lending markets with scaleand discipline, treating credit not as a tactical substitute for bonds, but asa structural component of portfolio resilience.This approach re�lects a broader shift among Canada’s leading pensionfunds, where private markets are embedded at the heart of portfolioconstruction instead of layered on top of it.
THE RISE OF INSURER-LED PROPERTY
LENDINGInsurance companies have always played the long game. With billions tiedup in long-duration liabilities, such as life insurance policies andannuities, they are intuitively wired to think in terms of decades, notquarters. This long-term view gives them a unique edge: unlike banks orshort-term funds they aren’t under pressure to chase quick liquidity orprotect themselves against sudden redemption demands. That meansthey can easily invest in illiquid assets like real estate private debt, thekind of slow-burning, high-security investments that align perfectly withtheir liabilities.



This balance-sheet longevity allows insurers to lend differently. Theydon’t need the steep liquidity premiums other lenders demand, so theycan offer lower interest rates or stretch out maturities withoutcompromising their return objectives. And in a market where borrowersare under intense pressure to shave a few basis points off their fundingcosts, insurers have quietly become some of the most competitive andsought after lenders in the game. Their focus on downside protection,regulatory capital ef�iciency and predictable income means they areparticularly well suited to senior, asset-backed lending, where risk can betightly controlled and cash �lows are stable over long horizons. Thispositioning has helped insurers scale their presence in real estate debtacross core European markets.
Playing the Long Game in Property DebtIn the years following the Global Financial Crisis, while Europe’s banksgrappled with legacy loan books and regulatory burdens, a quieter but noless consequential shift was taking place. As traditional lendersretrenched, a handful of insurers began to see real estate debt not just as aniche opportunity, but as a strategic extension of their core businessmodels.One of the earliest movers in the UK was Aviva, a name better known forpensions and life insurance than for property �inance. But underpinningAviva’s legacy of annuity promises was a powerful structural advantage: along-dated liability pro�ile naturally matched to long-term, income-generating assets. This was reinforced by Aviva’s relatively low weightedaverage cost of capital, re�lecting the stability and predictability of itsinsurance cash�lows and its diversi�ied funding base. By contrast, manybanks face a higher all-in cost of capital, driven by short-term fundingdependencies, tighter regulatory capital requirements and ROEconstraints.That differential gave insurers like Aviva greater �lexibility to underwritereal estate loans at competitive pricing while still achieving attractive risk-adjusted returns. Illustratively, on a GBP 100 million real estatedevelopment loan, assuming a 2% target lending margin, Aviva wouldneed a minimum required loan yield of 10.5% while a bank would need12.2%. This means Aviva can, in theory, price the same loan 150–200



basis points cheaper than a bank and still meet its internal return hurdles.In a market where margins matter and discipline is paramount, thisstructural cost advantage has enabled Aviva to lend across parts of thereal estate debt spectrum that might otherwise have been the preserve ofspecialist non-bank lenders.But despite being uniquely suited to asset-backed lending, Aviva’sevolution into a lender was not an overnight pivot. It began with modeststeps under the banner of Aviva Commercial Finance, which hadpreviously �inanced infrastructure and logistics portfolios. But as thelending landscape shifted, so too did the ambition. In what became one ofits earlier large-scale real estate loans, Aviva made headlines in 2010when it extended GBP 205 million of long-term debt to Peel Group,secured against 53 income-producing industrial, logistics and of�iceproperties mostly in the North West region of the UK and in Scotland. Thedeal was structured over a 20-year horizon, an alignment of liability andreturn that few banks could offer and few borrowers could resist.The �it between Aviva’s capital base and borrowers’ needs ran both ways.Developers were drawn to Aviva’s ability to offer long-dated,competitively priced funding, while for Aviva the rationale for real estatelending was clear: a chronic housing shortage in the UK, combined withbanks’ retreat from development �inance, especially beyond prime citycentres. By stepping in to fund senior construction loans for residentialand industrial developments, Aviva was both meeting its internal yieldrequirements and solving a market problem that had become increasinglyurgent.Aviva’s entry into real estate debt also re�lected a broader macro trend.Inspired in part by its American peers like MetLife and Prudential—whohad long played a dominant role in US commercial mortgage markets—European insurers were rethinking how their capital could be deployedmore effectively. In the US, insurers had long accounted for nearly one-�ifth of all CRE �inance. In Europe, they were still the exception, not therule.But change was brewing. The looming implementation of Solvency II, theEU-wide regulatory framework for insurers, on 1 January 2016 broughtboth challenges and incentives. Under Solvency II, senior secured realestate loans—particularly those with low loan-to-value ratios—attractedrelatively favourable capital treatment compared with other private



assets. As one investment director remarked at the time, ‘Solvency II ishaving a profound effect on how insurance companies decide to invest.There’s now an actual incentive to lend’.Aviva was not alone. AXA, Allianz, Legal & General and Canada Life wouldeach explore debt strategies of their own. Yet Aviva’s approach wasdistinctly pragmatic and UK-focused. While others looked across borders,Aviva doubled down on residential-led regeneration, logisticsdevelopments and other real assets with stable income potential andstrong collateral value.In time, Aviva’s lending platform would grow more sophisticated, capableof underwriting not just vanilla loans but complex deal structures,sometimes participating alongside banks, sometimes leading transactionsoutright. In many cases, insurer capital complemented bank balancesheets instead of replacing them, with insurers providing long-datedtranches that banks were no longer able to hold. Yet the DNA of thebusiness remained the same: a long-term mindset, a deep understandingof liability matching and a willingness to step in where others had pulledback.Today, Aviva is not just an insurer but a material player in the UK’s realestate debt market: a lender of record for projects that might otherwisehave stalled. Its capital has become part of the scaffolding behind Britain’spost-crisis recovery, reshaping the funding ecosystem for a new era. In2025, Aviva Investors’ Multi-Sector Private Debt Long-Term Asset Fundcommitted over GBP 37 million in green loan �inancing for theredevelopment of 95 New Cavendish Street in Fitzrovia, Central London,supporting a sustainable of�ice refurbishment targeting highenvironmental and connectivity standards: a deal that underscores howinsurer-backed capital is increasingly funding high-quality, long-durationreal estate projects that align with both investor mandates and broaderpolicy goals.Aviva’s journey illustrates how insurance capital, when paired with long-dated liabilities and a disciplined cost of capital, can fundamentallyreshape domestic real estate lending markets. But this insurer-ledtransformation is not uniquely British. Across continental Europe, similardynamics are playing out at even greater scale. If Aviva shows how aninsurer can become a cornerstone lender within a single national market,the next case study looks at how Allianz has taken the same structural



advantages and deployed them across borders, building one of Europe’smost signi�icant private real estate lending platforms in the process.



ALLIANZ: SCALING THE LONG GAME ACROSS
EUROPEHeadquartered in Munich, Allianz is one of the world’s largestinsurance and asset management groups. Through its assetmanagement arm, Allianz Global Investors and PIMCO, the groupmanages north of EUR 1.7 trillion in assets, giving it both the scale andthe institutional depth to shape markets instead of merely respondingto them.Within Europe, Allianz’s footprint runs deep. The group has insuranceoperations across almost every major European country and long-standing relationships with corporate borrowers, developers andpublic-sector counterparties. This geographic breadth, along with avast pool of long-dated insurance liabilities, made Allianz a naturallong-term lender. But when its Real Estate arm �irst ventured into debtin 2011, it was with the cautious footing typical of a German corporategiant. That was the time when bank retrenchment from property�inance was starting in the aftermath of the crisis and Allianz did notneed to reinvent itself to step in. It just extended an existingphilosophy—liability-driven investing, capital preservation anddisciplined underwriting—into European real estate debt.In the early days, Allianz’s lending capacity came from a handful of thegroup’s German insurance companies: well-capitalised, long-termfocused and naturally aligned with the slow and steady nature ofsenior real estate credit. It was a classic insurer play, matching long-dated liabilities with high-quality, income-producing assets.But the years since have seen a quiet transformation.Fast forward to today and Allianz’s real estate debt platform hasblossomed into a pan-European machine, fuelled by over 20 in-houseAllianz Group organisations across the continent. No longer con�inedby country-speci�ic balance sheets or fragmented mandates, the groupmade a strategic pivot in 2018: it created a centralised Luxembourg-based debt platform that pools capital across its European operations.This operational shift—more than administrative housekeeping—marked a turning point.



That ambition quickly materialised in a string of deals that signalled anew phase. In August 2018, Allianz participated in a GBP 300 millionsenior-plus-mezzanine �inancing package for Blackstone’s StKatharine Docks in London, a waterside mixed-use redevelopmentbrimming with development risk and letting uncertainty. The loan wasnotable not just for its size, but for its structure. It included a capextranche and was co-lent alongside mezzanine capital from Brook�ield,re�lecting Allianz’s willingness to move up the risk curve.Shortly before that, Allianz had �inanced a EUR 281 million loan toMcArthurGlen to re�inance the Noventa di Piave Designer Outlet nearVenice, pushing its Italian loan portfolio to nearly EUR 400 million andextending its reach into southern Europe.But perhaps the most telling moment came with the launch ofAllianz’s enhanced debt programme, a strategy to blend higher-returnloans into its traditionally conservative book. The inaugural deal? AGBP 50 million development �inancing package for 80 FenchurchStreet in the City of London, sponsored by Partners Group.Under the enhanced strategy, Allianz began considering stretchedsenior and junior loans up to 75% loan-to-value and constructionloans between 50% and 65% loan-to-cost-metrics traditionally moreassociated with debt funds than insurers.London, too, became a central part of the strategy. Having only enteredthe UK market in 2017, Allianz saw in Brexit uncertainty a long-termopportunity. ‘We are not loan traders, we are loan investors’, Fuchsaf�irmed. ‘London is a global gateway city and, as such, will remain ofinterest to us over the long term’.Still, Allianz hasn’t abandoned its insurance roots. In parallel with itsvalue-add ventures, the �irm continued to anchor long-term,conservative loans-such as the 20-year senior debt facility to Austria’sSigna Group to re�inance Berlin’s Upper West tower, a gleaming mixed-use icon in the heart of the German capital.By the end of 2018, Allianz Real Estate had originated around EUR 1.2billion in real estate loans, with a robust pipeline expected to pushthat �igure past EUR 2 billion, well ahead of the EUR 1.9 billion itclosed in 2017. Its European loan book now sits just shy of EUR 7



billion, a �igure that underscores the growing ambition—and in�luence—of this insurance giant turned credit heavyweight.From a German insurance outpost to a pan-European real estatelender, Allianz’s story is a microcosm of a broader shift. As banksretreat and institutional appetite for private debt surges, insurancegroups like Allianz are stepping in: not just with capital, but withstrategic intent and a vision for long-term investing in a rapidlychanging world.
NATION-BACKED CAPITAL AND REAL
ESTATE CREDITSovereign wealth funds are uniquely positioned in private real estatecredit’s capital stack. Backed by mighty state balance sheets instead of theconstraints of bank funding cycles or liability-driven pension fund models,they are among the most patient and strategic investors. Their mandates—typically shaped by intergenerational capital preservation, macro-stability and national development goals—aligns well with long-duration,asset-backed debt strategies.Despite this natural pairing, sovereign wealth funds historicallyapproached real estate primarily through equity: by snapping uplandmark buildings, trophy assets and large-scale developmentpartnerships in prime cities.But things have slowly evolved over the past decade. As public marketshave become more volatile and bank lending has retreated, sovereigninvestors have increasingly turned to real estate debt for yield that is bothanchored in hard assets and protected by robust collateral.Funds such as GIC, Abu Dhabi Investment Authority (ADIA), Mubadalaand Norges Bank Investment Management have all expanded their use ofprivate credit strategies across real assets, including property. ADIA, forexample, has increased its allocation to real estate debt throughpartnerships with global asset managers, including mandates focused onsenior secured lending in developed markets.



For them, real estate private credit offers a compelling mix ofcharacteristics. Senior secured lending provides predictable incomestreams, strong collateral backing and structural protection in stressedscenarios: features that align well with sovereign objectives of capitalpreservation and portfolio stability. At the same time, private credit allowssovereigns to deploy capital at scale, often through club deals, co-investments or bespoke mandates alongside specialist managers, withoutcompeting in crowded equity auctions.There is no single playbook for how sovereign capital enters real estatecredit. In some cases, it is deployed through direct lending platforms orjoint ventures with established credit managers; in others, it has involvedlarge-scale allocations to private debt funds with global reach. However itis structured, the underlying instinct is consistent: a preference forcontrol, transparency and alignment. Sovereigns are rarely passive capitalproviders. Their sheer scale, governance frameworks and publicaccountability demand clear oversight of risk, the ability to in�luenceoutcomes and structures that align capital deployment with long-termeconomic and strategic objectives.One example of sovereign wealth funds’ growing appetite for real estateprivate credit can be seen in ADIA, which in 2024 committed capital toCheyne Capital’s European real estate debt strategy. Through itsinvestment in the Cheyne Real Estate Credit Holdings (CRECH)programme, ADIA gained exposure to senior and subordinated lendingacross European property markets, including residential, student housingand senior living assets. The prior year, it had already begun allocating toreal estate debt strategies targeting transitional and income-producingassets, signalling a clear shift: sovereign capital increasingly �lowing intostructured lending instead of direct ownership. These allocations aretypically long-dated, conservatively underwritten and designed togenerate stable income across cycles.A similar logic underpins Mubadala’s partnership with Apollo GlobalManagement. By deploying capital across large-scale credit platforms,including asset-backed and real estate-linked lending strategies,Mubadala is not only diversifying its portfolio; it is building scalableexposure to income-generating assets with embedded structuralprotection. The partnership re�lects a broader sovereign preference for



credit strategies that offer both yield and resilience, without the executionrisk associated with direct development or competitive equity holding.Singapore’s GIC offers yet another variation of this theme. Instead ofrelying on a single channel, it has invested alongside major globalmanagers such as Blackstone while also backing real estate platforms thatincorporate both equity and structured �inancing. This hybrid approachallows GIC to participate across the capital stack, capturing opportunitieswhere pricing is most attractive while maintaining a strong bias towardsdownside protection. The emphasis, once again, is not on ownership forits own sake, but on disciplined deployment of capital into diversi�ied,asset-backed income streams.Taken together, these examples point to a broader evolution. Sovereignwealth funds are no longer con�ined to the role of long-term propertyowners. They are increasingly acting as providers of credit, shaping howreal estate is �inanced as much as what is ultimately built.Crucially, sovereign capital also brings a stabilising in�luence on themarket. With less sensitivity to short-term mark-to-market volatility andfewer liquidity constraints than many institutional peers, these large stateactors can remain active lenders through market cycles. In periods ofdislocation, this allows them to act as countercyclical providers of credit—stepping in when banks pull back and pricing discipline returns.In that sense, sovereign wealth funds are not just another source of capitalin real estate private debt. They are long-term anchors: investors whosetimeframes stretch beyond cycles, whose capital can absorb complexityand whose growing presence re�lects the maturity of private credit froman opportunistic play into a strategic, state-backed allocation.
INVESTMENT MANAGERS AS CAPITAL
ARCHITECTS



A decade ago, private real estate credit was seen as a niche—a tacticalplay for those willing to take on complexity in search of yield. Today,it’s a strategic allocation. Institutional investors aren’t chasingopportunity; they’re building resilience. They want transparency,structure and control—a predictable bridge between long-termliabilities and real assets that actually serve the economy.—Eugenio SangermanoIn earlier sections of this chapter, we lifted the lid on who are theinstitutions bankrolling the rise of private real estate debt: pension fundshunting for long-duration stability, insurers trying to match theirliabilities with something sturdier than government bonds and sovereignwealth funds seeking resilient, asset-backed returns they can hold for ageneration or more. But none of that capital deploys itself.At the heart of today’s real estate private credit markets sit the investmentmanagers, the quiet conductors of capital who translate institutionalambition into real-world impact. Through their structuring, underwritingand governance, they transform these vast pools of institutional moneyinto investable, measurable and scalable debt strategies. These capitalarchitects don’t just lend, they build the frameworks through whichprivate credit operates, ensuring that institutional money doesn’t simplychase yield but builds lasting value across the real economy.



BF.CAPITAL: ENGINEERING INSTITUTIONAL REAL
ESTATE DEBT

FILLING THE GAP LEFT BY BANKSAmong the new generation of private debt specialists, Stuttgart-basedBF.capital stands out. Its story mirrors the broader reinvention ofcontinental Europe’s private debt landscape. Founded as a subsidiaryof BF.direkt AG, a specialist in real estate �inancing advisory, BF.capitalbegan as a small specialist lender with a clear conviction: thatdisciplined, transparent debt investing could restore con�idencewhere traditional lending had faltered. Less than a decade later, itmanages not only real estate credit but also a substantial private debtfund portfolio—with more than EUR 1.5 billion in institutional AUM—and has become one of Germany’s most respected independentmanagers of real estate private debt. Sangermano, the steady handand strategic mind behind BF.capital’s ascent in Europe’s private-debtlandscape, says:We see ourselves as architects of long-term value, not justproviders of capital. The evolution of private debt and especiallyreal estate debt in Europe is about more than yield: it’s aboutdiscipline, transparency and partnership. Institutional investorstoday want predictability, but they also want purpose: the ability to�inance real assets that support economic growth whilemaintaining robust risk control. Our role is to translate thoseexpectations into structures that align incentives, protect downsideand create sustainable performance across cycles.BF.capital’s emergence in 2017 is emblematic of the widertransformation we’ve traced so far: the rise of non-bank lendersreshaping real estate �inance. At a time when traditional banks wereretreating from property lending in the wake of Basel III andGermany’s own tightening supervisory frameworks, BF.capital movedin to �ill the void, not as a high-yield opportunist, but as a long-terminstitutional partner.‘BF.capital was founded on a simple insight’, explains the quietlyformidable Sangermano. ‘Real estate remains a core pillar of the



European economy, but institutional investors needed a modern,transparent and risk-controlled channel to access it through debtinstead of equity. We provide that bridge’.
INVESTOR BASE AND RETURN PHILOSOPHYOur investors aren’t chasing double-digit numbers. Their focus isn’ton maximising yield, but on securing the most dependable incomestream. They’re looking for consistent, risk-controlled income thatbehaves like a true institutional asset. That changes everythingabout how you underwrite, monitor and communicate risk. In ourworld, stability is alpha.Our typical investors are insurance companies, pension funds,regional banks and foundations, all seeking stable, collateralisedreturns at a time when government bonds offered little in the wayof yield. Their mandate isn’t to outperform every quarter; it’s tomeet liabilities thirty years from now. That naturally shapes boththe way they think about risk and the way we structure ourproducts.In terms of return expectations, BF.capital targets net yields in the 5–7% range for senior and whole-loan strategies, rising to 8–10% forselect mezzanine tranches or bespoke development �inance mandates.‘Our focus has always been on risk-adjusted return, not absolute yield’,Sangermano notes. ‘If a deal promises an extra hundred basis pointsbut adds a layer of structural uncertainty, we walk away’.
STRUCTURING CAPITAL THROUGH MANDATES AND FUNDSMost of the capital is deployed through bespoke segregated mandatesand closed-ended funds, each with de�ined investment horizons of �iveto seven years. ‘We build long-term relationships with our investors.Many prefer customised mandates aligned to their liability structures,duration targets and internal reporting frameworks. The Germaninsurance landscape in particular values this managed account model:it offers transparency, governance and control’.BF.capital has also developed pooled vehicles for mid-sizedinstitutions seeking diversi�ication without the overhead of direct



mandate management. ‘These vehicles tend to be semi-openstructures with quarterly liquidity windows’, says Sangermano, ‘butwe never compromise on alignment: capital in, capital out andgovernance shared’.
RISK DISCIPLINE AND CAPITAL STACK POSITIONINGOn the risk spectrum, BF.capital’s allocations sit primarily in thesenior secured and whole-loan space, with selective exposure tomezzanine debt in markets or sectors where it can maintain strictcollateral discipline:We rarely, if ever, underwrite �irst-loss positions. That’s not ourmandate. Our investors want downside protection, collateraltransparency and predictable cash �low. We deliver that by stayingat the safer end of the capital stack, but structuring smartly enoughto still capture yield.Risk management is woven into BF.capital’s DNA, with its structuringapproach grounded in an institutional framework, a disciplineSangermano credits to his team’s unique blend of real estateunderwriting and capital-markets expertise. The �irm applies a three-dimensional lens to risk: Market risk, including macroeconomic andrate volatility; Credit risk, focused on tenant and developer resilience;Structural risk, related to collateral, covenant and jurisdictionalenforcement.Every fund or mandate starts with three design questions: Whatrisk can we quantify? What risk can we mitigate? And what riskmust we simply avoid? That discipline is what our investors valuemost. They don’t just buy yield; they buy process, governance andtrust.
FROM CAPITAL TO REAL ASSETSHe pauses before adding, with quiet conviction:



At the end of the day, we see ourselves as translators between twoworlds: the capital markets and the real economy. We take long-term capital and turn it into productive, collateralised lending thatbuilds homes, of�ices and infrastructure. We sit between banks,insurers and developers and operate as a transmission mechanism,channelling institutional demand for yield into granular, asset-backed loans that support everything from value-addrefurbishments to mid-sized residential developments in Germanyand Austria. That’s the real story of private credit—not leverage,but translation.
PRODUCT DESIGN AND PORTFOLIO CONSTRUCTIONYet the real innovation lies in the structuring. BF.capital’s funds areoften tailored around speci�ic risk-return corridors—senior, whole-loan and mezzanine tranches—lent against income-generating assets—typically of�ice, logistics and residential portfolios—as well as highquality development projects. This approach enables institutions toparticipate selectively in the capital stack while preservingtransparency and governance standards that mirror traditional �ixed-income portfolios. The �irm also takes a portfolio-level approach tocredit risk, combining local real estate expertise with institutional-grade risk analytics. Loans are often structured as whole loans orsenior tranches with conservative loan-to-value ratios, typically in the60–70% range and strong covenants.As Sangermano puts it: ‘We’re not replacing banks; we’recomplementing them, stepping in where regulation limits �lexibilitybut demand remains strong’.
SCALING ACROSS ASSET CLASSESThis positioning underscores a broader shift: private debt managerslike BF.capital are redesigning the way risk is distributed, not bytaking extreme positions, but by engineering access, creating productsthat institutional investors can understand, measure and hold at scale.BF.capital’s expansion into infrastructure and corporate debt furtherdemonstrates how private real-estate credit managers arediversifying, moving from project-speci�ic lending towards multi-



asset, multi-duration strategies that blend the characteristics oftraditional credit funds with the asset-backing of real estate.At a time when European insurers face Solvency II constraints andnegative duration mismatches, such strategies offer a pragmaticsolution: long-term, secured exposure with tangible collateral, and astory investors can defend to their boards.
A SECOND GENERATION MANAGERIn many ways, BF Capital exempli�ies the second generation of privatedebt managers: those who have built credibility not by marketingyield, but by designing trust into the structure itself. Their ascentreminds us that the future of real-estate �inance is not simply aboutwho lends, but about who designs the framework through whichlending becomes investable again.The �irm’s approach has also evolved in response to the new rateenvironment. Rising yields have rede�ined the appeal of private realestate credit, especially in Germany, where institutional investors longaccustomed to negative rates are now rebalancing their portfolios.BF.capital has leaned into this shift, offering tailored mandates andbespoke fund structures that align with each investor’s liabilitypro�ile, particularly insurers balancing long-dated obligations.This layered approach has allowed BF.capital to maintain stableperformance through cycles, including during the recent volatility inEuropean commercial property markets.In many ways, BF.capital epitomises the institutionalisation of privatereal estate debt in Europe. Its model re�lects a broader investormindset shift, away from chasing yield at any cost, towards buildingresilient, risk-graded income streams that integrate seamlessly intolong-term portfolios.‘Private credit is not an opportunistic trade’, Sangermano concludes.‘It’s becoming a strategic allocation. Our job is to make sure thatallocation behaves like a true institutional asset: predictable,transparent and durable’.



BF.capital’s story illustrates how Europe’s new generation of private debtmanagers is professionalising non-bank lending from the inside out, notby chasing yield, but by engineering structures that institutional capitalcan trust. Yet as private real estate debt matures, the landscape is nolonger de�ined solely by agile, specialist players. It is increasingly shapedby the coexistence—and, in many cases, convergence—of two distinctmodels: the focused, entrepreneurial specialist and the global, multi-assetplatform.Firms like BF.capital represent the former. They operate with precision,deep local knowledge and a highly specialised lens, often rooted in asingle asset class or geography. Their edge lies in origination, structuringand the ability to move decisively in fragmented markets where nuancematters and relationships drive deal �low. They are, in many ways, thecraftsmen of private credit, building portfolios loan by loan, mandate bymandate, with a strong emphasis on alignment and control.By contrast, global asset managers bring a different kind of strength.Scale, institutional infrastructure and portfolio construction capabilitiesallow them to integrate real estate debt into broader multi-assetstrategies. Their focus is not just on originating loans, but on how thoseloans interact with the rest of a portfolio: how they diversify risk, matchliabilities and behave across cycles. Where specialists excel in depth, largeplatforms bring breadth.Importantly, these models are not in opposition. They are complementary.The growth of private real estate debt has created space for both:specialists to source and structure opportunities with granularity, andglobal managers to aggregate, scale and institutionalise those exposureswithin diversi�ied portfolios. Together, they form two sides of the sameecosystem, one rooted in execution, the other in portfolio architecture.Nowhere is this evolution more visible than at �irms where creditdiscipline meets active ownership, ESG integration and engagement-ledinvesting, a model exempli�ied by Federated Hermes.



FEDERATED HERMES: MANAGING RISK, NOT
CHASING YIELD

A STRATEGIC ENTRY INTO REAL ESTATE DEBTReal estate debt is often misunderstood as a yield trade. In reality,it’s a risk-management tool, one that, when structured properly,delivers income, resilience and diversi�ication across market cycles.—Vincent Nobel, Head of Asset-Based Lending, Federated HermesAs a large global asset manager—overseeing roughly USD 870 billionin AUM—Federated Hermes has consistently leaned towards astewardship-driven and long-term approach to capital. When itdecided to dip its toes in real estate debt back in 2015, it did so at thesame time many managers were beginning to explore the space. Butwhere some managers approached private credit as a tactical yieldenhancer, Federated Hermes positioned it as a strategic incomeallocation, seeking to deliver predictable cash �lows while retainingcontrol, transparency and a level of downside protection.When I spoke with Vincent Nobel, Head of Asset-Based Lending, hewas unequivocal: Federated Hermes approaches real estate debt notas a short-term trade, but as part of a broader portfolio architecture,one seeking to deliver stability, diversi�ication and a level of resilientcapital preservation across market cycles. Vincent joined FederatedHermes in 2015 to launch the �irm’s real estate debt business. ‘Weunderstood very early on that real estate debt’s main appeal should bethe potential for stable income from rents, along with seeking capitalprotection against downward movements in the value of theunderlying assets’, he explains. ‘The asset class �its naturally intoinstitutional portfolios precisely because it behaves like a �ixed-income asset, but with better structural protection’, he continues. ‘Ourinvestors are not seeking opportunism. They want stable cash �lows,conservative leverage and con�idence that risks are understood,managed and actively monitored’.
FROM NICHE STRATEGY TO PORTFOLIO BUILDING BLOCK



Federated Hermes’ entry into real estate debt re�lects a wider shift inhow institutions think about private credit. A decade ago, the assetclass was often viewed as a deeply specialist corner of alternatives—attractive in theory, but dif�icult to scale, benchmark and manage froma governance perspective—in short, not a natural �it for everyinstitution. Today, it is increasingly treated as a core income allocation,sitting alongside infrastructure debt, private placements and long-duration credit strategies. ‘When I began building the real estate debtbusiness at Federated Hermes ten years ago, the idea of a dedicatedprivate debt conference was rare. Today, I’m invited to speak at severala year. If you want a measure of how sentiment has shifted, that tellsthe story’, says Vincent.What changed was not simply the opportunity set, but the frameworkaround it. As banks retreated from property lending under post-crisisregulation, private managers were forced to rethink how real estatedebt should be structured, diversi�ied and communicated toinstitutional investors operating under tight governance constraints.Federated Hermes responded by anchoring its real estate debtstrategies in the language institutions understand best: diversi�ication,risk control and predictability of outcome.Those principles aligned directly with one of real estate debt’sstrongest selling points: its low correlation to other asset classes,including real estate itself. The past few years have made this clearerthan ever; while real estate equity weathered sharp repricing, seniorreal estate debt delivered steadily rising income with far less volatility.‘Real estate debt is a powerful diversi�ier in institutional portfolios’,Vincent says. ‘It’s both a defensive real estate position and an illiquidform of credit, and the low correlation to other asset classes has realpotential to reduce total portfolio volatility’.That philosophy is central to how Federated Hermes constructs andmanages its real estate debt strategies.
RETHINKING DIVERSIFICATION IN PRIVATE MARKETSOne of the Federated Hermes’ most distinctive contributions to thedebate around the role of private credit in a portfolio is its reframingof diversi�ication in private real estate debt. As outlined in its 2024



paper on portfolio diversi�ication, traditional portfolio theory—builtaround liquid securities, daily pricing and volatility metrics—offerslimited guidance for illiquid, bilateral loans held to maturity.‘Private real estate debt doesn’t behave like public credit, and itshouldn’t be forced into that mould’, notes Vincent. ‘Loans are typicallyheld at par, they don’t mark-to-market daily and there is nomeaningful benchmark. So, the challenge isn’t outperforming an index,it’s managing speci�ic risk intelligently across a portfolio’.Instead, diversi�ication in real estate debt is about reducingidiosyncratic risk: spreading exposure across borrowers, asset types,geographies and income drivers; avoiding concentration in any singletenant, sponsor or market dynamic; and building portfolios that canabsorb stress without impairing capital.‘In private debt, the risk cannot be de�ined as daily price movement.Risk is the fact that future outcomes may differ from expectations andwith that an impairment of the position’, Vincent argues.‘Diversi�ication in portfolios of illiquid assets is not about correlationcoef�icients. It’s about ensuring no single loan, borrower or marketshock can materially damage the portfolio’.This approach has resonated strongly with insurers and pensionfunds, particularly in Europe, where capital charges, liability matchingand internal risk committees demand clarity over downside exposureinstead of headline yield.
INCOME, RESILIENCE AND CYCLE BEHAVIOURAnother pillar of the Federated Hermes approach is the role of realestate debt as a stabilising force within broader portfolios. Properlystructured senior and whole-loan strategies, the �irm argues, candeliver relatively stable income even during periods of heightenedmarket volatility—precisely when traditional assets such as equitiesand listed real estate can suffer sharp drawdowns.Real estate debt’s defensive characteristics—contractual cash �lows,asset-backed security and seniority in the capital stack—mean it canperform a fundamentally different role to equity or opportunisticcredit. Instead of amplifying cycles, it can help smooth them.



‘For many of our investors, the appeal is not maximising returns ingood years’, explains Vincent. ‘It’s protecting income and capital in badones. Real estate debt can act as ballast, delivering resilience whenother parts of the portfolio are under pressure. We see it as anindispensable component of any real assets barbell strategy’.This emphasis on cycle behaviour has become especially salient in thepost-2022 rate environment, as volatility returned to both equity and�ixed-income markets. For allocators accustomed to negative rates andcompressed spreads, private real estate debt now offers a rarecombination: income, security and visibility.
STRUCTURE OVER SPECULATIONAt the portfolio level, Federated Hermes’ strategies are typicallyfocused on senior and whole-loan exposures, secured against high-quality commercial and residential assets across core Europeanmarkets, with selective exposure to development or transitional assetswhere risk is appropriately structured and priced. Loan-to-valueratios are conservative, covenants are robust and underwriting placesparticular emphasis on downside scenarios instead of base-caseprojections.Capital is deployed through carefully constructed portfolios instead ofone-off transactions, with diversi�ication engineered deliberatelyinstead of incidentally. Asset types, locations, sponsor pro�iles andmaturity pro�iles are balanced to avoid hidden concentrations—aprocess that becomes more important as portfolios scale.Instead of offering a one-size-�its-all product, the �irm favours tailoredsolutions aligned with investor objectives, regulatory constraints andliability pro�iles. In this sense, the manager acts less like a lenderchasing deal �low and more like a portfolio architect, designing creditexposure to behave predictably over time.Crucially, these strategies are designed to integrate seamlessly intoinstitutional balance sheets to present investors with lendingopportunities with strong potential for consistent, uncorrelatedreturns. Capital is often deployed through segregated mandates andbespoke vehicles, tailored to each investor’s liability pro�ile,



regulatory framework and reporting requirements. Duration, cash-�low visibility and capital treatment matter as much as headline yield.
RESPONSIBILITY AND GOVERNANCE AS DIFFERENTIATORSFederated Hermes’ long-standing commitment to responsibleinvesting also informs its real estate debt strategy. ESG considerationsare not treated as an overlay, but as part of credit analysis itself,affecting asset quality, liquidity, re�inancing risk and long-term value.Climate resilience, energy ef�iciency and regulatory transition risk areanalysed not as abstract ideals, but as factors that directly affect assetvalue, cash-�low durability and exit optionality. In markets whereenvironmental standards are tightening and capital allocation isincreasingly scrutinised, this has become a core differentiator.‘For a long-term lender, ESG factors are credit factors’, Vincent notes.‘Energy ef�iciency, obsolescence risk, regulatory standards—thesedirectly in�luence cash �low durability and collateral value’.That perspective aligns closely with the expectations of moderninstitutional investors, for whom governance, transparency andstewardship are no longer optional.
TRANSLATING CAPITAL INTO RESILIENCEIn many ways, Federated Hermes exempli�ies the institutionalisationof private real estate debt. It does not frame the asset class as a yieldsubstitute for equities, nor as a tactical response to temporarydislocation. Instead, it positions real estate debt as a structuralcomponent of institutional portfolios, designed to deliver income,mitigate risk and behave defensibly across cycles.The �irm’s contribution lies not in reinvention, but in translation:translating the complexity of real estate lending into a form thatpension funds and insurers can understand, govern and hold at scale.As private credit continues to replace bank balance sheets in property�inance, that role—designing trust into the structure itself—mayprove just as important as the capital deployed.



All of this can sound rather theoretical: portfolio architecture, downsideprotection, diversi�ication across borrowers and markets. But institutionaldiscipline only earns its keep when it proves itself in practice.For Federated Hermes, positioning real estate debt as a risk-managementtool does not imply an aversion to complexity. It implies selectivity. Itmeans backing transactions where the underlying fundamentals arestrong, the structure is defensible and the capital stack is aligned, evenwhen circumstances are less than straightforward.The �irm’s approach is perhaps best understood not in the abstract, but ina speci�ic moment: when a borrower, facing a sudden withdrawal of bankfunding and an immovable completion deadline, required certaintyinstead of than optimism.The acquisition of Atlantic House by Thomas London Day Schools offers aclear example of how institutional capital, when structured withdiscipline, can step in where traditional lenders hesitate—and do sowithout compromising on risk.



THOMAS LONDON DAY SCHOOLS: A JOURNEY TO
SECURING ALTERNATIVE FUNDING

BACKGROUND AND CONTEXTIn late 2021, Thomas London Day Schools set out to acquire AtlanticHouse in Kensington, aiming to consolidate their activities within apurpose-built educational facility. Atlantic House and the adjacentLytham House, originally erected in 1860, boasts a distinguishedhistory, becoming Kensington High School in 1897 and, more recently,serving as student accommodation for Richmond University (Figure3.4).

FIGURE	3.4	Atlantic	House	and	Lytham	House,	Kensington	(Pre-
Acquisition)
Source:	With	permission	of	Thomas	London	Day	SchoolsAlthough the property is not listed and has undergone numeroustwentieth century extensions (diminishing its architecturalsigni�icance) Lytham House remains an excellent example of Victorian



London design. The building makes a positive contribution to the localstreetscape and enhances the character of the surroundingconservation area. However, by the time it went on the market, thepremises had fallen into disrepair, with some later additions inparticularly poor condition (Figure 3.5). Initial assessments indicatedthat a carefully designed new link building could enhance itsappearance and help it integrate more seamlessly into theneighbourhood.

FIGURE	3.5	Property	Condition	at	Acquisition	(Pre-
Refurbishment)
Source:	With	permission	of	Thomas	London	Day	Schools

RATIONALE FOR ACQUISITIONBefore the proposed purchase, Thomas London Day School’sKensington branch operated from two converted townhouses in thevicinity. The school had outgrown these properties, now featuringcramped classrooms, outdated amenities, and the inconvenience ofstudents having to walk between locations for physical education,dance and outdoor sports. The acquisition of Atlantic House offered



the opportunity to provide a contemporary, purpose-builtenvironment tailored to modern educational needs.
FINANCING CHALLENGESThe school’s initial �inancing plan hinged on selling its existingproperties and supplementing the proceeds with a bank loan.Arrangements were made with their long-standing banking partner,receiving initial approval. However, as the completion deadlineloomed, the bank unexpectedly withdrew its offer due to internalrestructuring, leaving the school without the required capital. Withjust three weeks remaining, Thomas London Day School’s legaladvisers reached out to Federated Hermes seeking urgent assistancein sourcing alternative funding.
NON-BANK FINANCING SOLUTIONActing swiftly, Federated Hermes undertook a rapid evaluation of theproperty and agreed to underwrite the acquisition, bridging thefunding gap left by the bank’s withdrawal. This non-bank loan enabledThomas London Day Schools to complete the purchase within the nowchallenging timeframe. The loan was repaid once refurbishmentcommenced, at which point construction �inance replaced thebridging facility (Figures 3.6 and 3.7).



FIGURE	3.6	Refurbishment	Works	Underway	at	Atlantic	House
(Construction	Phase)
Source:	With	permission	of	Thomas	London	Day	Schools



FIGURE	3.7	Atlantic	House	Approaching	Completion	(Final
Stages	of	Refurbishment)
Source:	With	permission	of	Thomas	London	Day	Schools

OUTCOME AND IMPACTThis successful intervention enabled Thomas London Day Schools torelocate to a state-of-the-art, modernised Victorian building, now



operating on a net-zero carbon basis. The transformation is bestunderstood visually (Figure 3.8).

FIGURE	3.8	Completed	Thomas	London	Day	School,	Kensington
(Post-Refurbishment)
Source:	With	permission	of	Thomas	London	Day	SchoolsThe new facility features exceptional amenities, including an indoorPE and assembly hall, dance studio, music room with soundproofed



practice booths, computer suite, science laboratories and a library(Figure 3.9). The Federated Hermes loan represented more than just a�inancial commitment.

FIGURE	3.9	Redeveloped	Thomas	London	Day	School,
Kensington	(Post-Refurbishment)
Source:	With	permission	of	Thomas	London	Day	SchoolsThe built environment continually requires investment to reduce itsenvironmental footprint. This transaction facilitated thecomprehensive refurbishment of a 160-year-old building,transforming it into a contemporary school while preserving andenhancing the local streetscape and conservation area. This casedemonstrates the crucial role non-bank �inancing can play in enablingeducational institutions to overcome unforeseen funding obstaclesand achieve their development goals (Figure 3.10).



FIGURE	3.10	Opening	of	Thomas	London	Day	School,
Kensington
Source:	With	permission	of	Thomas	London	Day	Schools

TURNING LOANS INTO LENDING DRY POWERAs we’ve already seen, pension funds and insurance companies bene�itfrom some of the lowest Weighted Average Costs of Capital (WACC) in themarket. That structural advantage allows them to lend relatively cheaply.So, it’s no wonder that their capital is among the most attractive andsought after sources of funding for borrowers.For alternative asset managers and private credit funds, the picture looksdifferent. Their equity is typically more expensive, and competing head-onwith insurer and pension balance sheets is rarely straightforward. Tobridge that gap, many funds make use of what is known in the market asback leverage.



Back leverage is, in essence, borrowing at the fund level against anexisting portfolio of loans. Instead of raising fresh equity, the fund uses itsalready-originated loans as collateral to secure additional �inancing:typically from banks or large institutional lenders. The aim is not tochange the underlying credit risk, but to extend the reach of the capital: todeploy more, scale faster and enhance returns without diluting investors.To see how back leverage works in practice, consider a �ictional real estatecredit fund: NorthBridge Capital.In 2022, NorthBridge closed a GBP 500 million portfolio of senior loans tomid-sized residential developers across the UK. The mandate was clear:�inance shovel-ready, income-producing schemes that traditional lenderswere either too slow or too risk-averse to support. The portfolio wasconservatively structured: �irst-ranking security, strong covenants,diversi�ied borrowers and assets concentrated in prime suburban andcommuter-belt locations.The question then became a familiar one for successful credit funds: howdo you do more without repeatedly returning to investors for freshequity? This is where back leverage came into play—the quiet enginebehind many of the largest private credit platforms.Instead of allowing the GBP 500 million portfolio to amortise over time,NorthBridge transferred the loans into a Special Purpose Vehicle (SPV)and arranged a GBP 300 million back-leverage facility with a globalinvestment bank. From the bank’s perspective, the collateral wascompelling: a diversi�ied pool of performing loans, secured against realassets, with predictable cash �lows and robust reporting.Crucially, the facility sat behind the fund’s equity instead of replacing it.But its impact was transformative. With an additional GBP 300 million ofcapital unlocked, NorthBridge could originate new loans, deepenrelationships with developers and increase portfolio turnover, withoutaltering its credit standards or investment thesis.From the outside, nothing seemed to change. Borrowers still dealt withthe same fund, on the same terms, with the same underwriting discipline.But underneath the surface, back leverage had turned a static loan bookinto a scalable lending engine.



The strategy, of course, comes with constraints. Back-leverage facilitiestypically impose portfolio-level covenants, concentration limits andrestrictions on loan modi�ications or early sales. Funds need to maintainperformance thresholds and accept a degree of oversight from their�inancing counterparties. But for managers con�ident in theirunderwriting and portfolio construction, the trade-off is often worth it.As one partner at NorthBridge put it: ‘Back leverage doesn’t change yourinvestment thesis: it accelerates it. If you trust your underwriting, it’s theultimate force multiplier’.In a market where insurers and pension funds enjoy structurally cheapercapital, back leverage has become one of the key tools allowing privatecredit managers to compete at scale, amplifying equity, increasing velocityand quietly reshaping the economics of non-bank lending.
INSIDE THE MECHANICS OF PRIVATE
CREDIT’S QUIET ENGINEThe previous sections have explored who funds private real estate debt:the pension funds rethinking �ixed income, the insurers matching long-dated liabilities, the sovereigns diversifying for the next generation andthe investment managers bringing these capital pools together intoworking deployable investment strategies. But understanding who writesthe cheques only tells half the story. The real question—the one thatultimately decides whether this capital �inds its way into actual real estatelending—is how it is deployed.What really happens beneath that ‘how’ rarely makes it into the spotlight.It sits in the operational engine rooms: the platforms, underwritingsystems, servicing teams and data frameworks that turn board-levelasset-allocation decisions into real loans backing real assets. In today’smarket, much of that operational lift is being carried not by theinstitutional investors themselves, but by specialist platforms that havequietly become the connective tissue of private credit.Some evolved from FinTech beginnings. Others grew out of niche lendingexpertise. And a select few manage to bridge both worlds, combining theagility of their P2P origins with the governance and sophistication needed



by institutional capital. Which brings us to one of the clearest illustrationsof how modern private credit actually works in practice.



LANDBAY: PLUG-AND-PLAY MORTGAGE LENDING

A PLATFORM BUILT FOR SCALEStepping into Landbay’s of�ices in the heart of London reveals abusiness that still buzzes with the energy of its startup days, but nowcarries itself with the con�idence and precision of a seasonedinstitution: a purpose-built engine for mortgage origination thatspeaks to both brokers and balance sheets. It still remembers itsgrassroots—the P2P roots that taught it how to move fast and keepborrowers front of mind—but today its heartbeat is institutional.Julian Cork, Landbay’s quietly formidable Chief Operating Of�icer,summed up the shift with disarming clarity. Institutions want theeconomics of lending without the headache of building and running anentire lending operation, and as we explored earlier, many banks now�ind themselves in the same boat, squeezed by higher capital chargesand ever-tightening regulatory hurdles that make it harder for them tolend at the scale or speed the market demands. Landbay’s responsewas simple and pragmatic: build the engine, tune it and let others pluginto it.Banks, institutional investors and asset managers come to ushaving made a clear choice: they can either build a lending platformfrom scratch—which costs time, money and a lot of headaches—orthey partner with a specialist that already has the origination,underwriting and servicing capability in place. That’s whatLandbay is: the plug-and-play option for organisations that wantexposure to mortgage lending but without the three-year buildplan.
THE PROBLEM LANDBAY SOLVESAs we’ve already explored, for many institutional investors—pensionfunds, insurers, asset managers and banks—the logic of lending isfairly straightforward: secured, yield-bearing real estate loans can sitneatly alongside long-dated liabilities. The practicalities, however, arefar more complex. Building a lending origination stack requires retail



and broker relationships, underwriting teams, servicinginfrastructure, compliance frameworks, brand trust and regulatoryknow-how. It’s expensive, slow and operationally risky.Landbay’s journey shows how platforms can become the industrialsolution to that problem. The company packaged years of specialistlending experience into an institutional offering: Mortgage-as-a-Service. It underwrites, originates and services buy-to-let loans onbehalf of capital providers, delivering a reliable pipeline of assets thatmeet institutional underwriting expectations.If your DNA isn’t originations, let the specialists do what they dobest. We bring the brokers, the tech and the risk framework; youbring the balance sheet.Landbay’s institutional appeal comes down to one word: discipline. Itsaverage Loan-To-Value sits conservatively; covenants are practical andenforceable; and the broker network �ilters for professional landlordsinstead of speculative amateurs. Importantly, the platform hasinvested heavily in its core underwriting platform and dataarchitecture: the parts of the chain that most visibly protect investors.Forward �low investment partners like certainty—institutionalmandates value a consistent track record and performance datathat they can rely on.
THREE WAYS TO ACCESS MORTGAGE LENDINGOver a cold November morning in Landbay’s Victoria of�ices—stealinga few minutes before addressing his company’s weekly town hall—Julian laid out the three practical options facing any institution lookingto build exposure to mortgage debt: ‘There are really three paths’, hesaid. ‘And none of them are simple’.The �irst path is to build it all yourself. It’s easy to see the appeal: totalcontrol, brand ownership and the freedom to set underwritingstandards that echo your own strategy. But in practice, that meansputting together a full credit team, setting up a broker distributionnetwork, building a regulatory and IT backbone from scratch andrunning all the operational plumbing. You then need to build yourbrand, track record and reputation in the market. It is expensive, slow



and plagued by execution risk. As Julian puts it, ‘You’re signing up for athree-year deal and a very large cheque, and that’s before you’ve evenwritten your �irst loan’.The second path is to buy loan books. Fast, clean and at �irst glanceef�icient: you get exposure without the operational burden. But whatyou gain in speed, you lose in certainty. You’re effectively inheritingsomeone else’s origination quality, someone else’s underwritingassumptions and someone else’s data gaps. ‘It’s �ine’, Julian shrugged,‘if you can live with asymmetric information and the risk that you’rebuying history, not capability’.
WHY THE PLATFORM MODEL WINSAnd then there is the third path: partnering with a platform: lending-as-a-service. This has become the Goldilocks option for manyinstitutions. Instead of building an entire lending infrastructure orbuying someone else’s past decisions, they plug into a platform likeLandbay’s origination engine, set bespoke credit criteria and deploycapital at speed with full transparency. They get institutional-gradeunderwriting without carrying the operational burden, and withoutthe blind spots that come with secondary purchases.Julian summed it up with the clarity of someone who has seen allthree models up close: ‘Buying originated paper is �ine, if you canstomach the unknowns. Building it up from scratch is �ine, if you’vegot the time, capital and appetite for complexity. But using a platformblends the best of both: speed, quality control and operationalsimplicity’.In a world where banks are constrained by capital rules andinstitutions are hungry for the economics of lending without theweight of building a lending operation, the platform model isn’t just aconvenience. It is—quietly but decisively—becoming the newoperating system of real estate lending.
FROM RETAIL ROOTS TO INSTITUTIONAL PLATFORMLandbay’s beginnings as a P2P platform left it with a rare advantage:deep experience of the distribution side of real estate lending. Thoseearly days—dealing with thousands of retail investors, iterating



products at speed and learning to earn trust in real time—helped itbuild a muscle memory that most institutional lenders never develop.But as retail regulatory overhead and institutional appetite bothincreased, the business evolved its model. Landbay closed its P2Pretail funding arm in 2019 and doubled down on the infrastructurethat would de�ine its next chapter: technology, broker distribution anda disciplined underwriting engine for institutional funding partners.This evolution was shaped, in no small part, by Julian himself. Despitehaving held senior roles at major investment banks, he didn’tapproach real estate lending like a traditional banker. His tech rootsand computer science background gave him a different lens entirely:he thought like an engineer. For Julian, systems, processes andscalability weren’t back-of�ice chores to be delegated; they were theproduct. Infrastructure wasn’t a cost centre; it was the engine of thebusiness.‘Julian brought a tech mindset to an industry that historically relied onpaper and gut feel’, one colleague told me. ‘He thinks in terms ofplatforms, not pipelines. That’s why institutions trust us: the plumbingand the data actually works’.The pivot was a natural evolution. The early P2P days taught Landbaycustomer-centric underwriting and rapid iteration. The institutionalera demanded something different: process discipline, audit trails,extensive data provisions and a governance framework that couldwithstand institutional-grade scrutiny.Landbay managed to marry both worlds.As Julian puts it, ‘Starting life with retail investors taught us one thingabove all: we had to earn trust every day. That discipline translatednaturally when we moved to work with institutional partners: theywant data, not slogans’.
HOW INSTITUTIONAL PARTNERSHIPS WORKWhen Julian describes how Landbay works with institutionalinvestors, it’s less a clinical process map and more a choreography: asequence of quiet, carefully engineered steps designed to give largepools of capital both speed and control.



‘It starts with intent’, he said. ‘Every institution arrives with a view ofrisk, return and responsibility. Our job is to translate that intosomething operational’.The process begins with the investor setting out its compass: the riskappetite, target yield (margin over swap), preferred geographies, LTVboundaries and product set. At any stage, Landbay has circa 150mortgage products in the market. Each funder funds one or manyproducts and each product is funded by one or many funders.Whole-loan exposure in a forward-�low model, he explained, is thepurest form funders ‘wet fund’ a loan at origination. ‘Investors valuethe simplicity: what we underwrite is what they own. No tranching, nostructural nuance. Just clean credit exposure and simple fulleconomics of the loan’.These forward-�low agreements are effectively a standingcommitment to buy a steady, pre-de�ined pipeline of new loans to thefunders’ speci�ication. ‘It’s the workhorse structure’, Julian said.‘Perfect for capital that wants scale mortgage exposure withoutevaluating each loan individually. They set the credit box; we originateinto it’.And once a funder has built their portfolio of loans there are manyoptions available to them. Many banks simply buy and hold, but thosefunds that have originated into warehouse lines will want to facilitatea securitisation exit transforming their pool of mortgages into bondsto sell in the market and crystallise returns.Whichever structure is used, Landbay does the heavy lifting: sourcingthrough its broker network, underwriting to the institution’sspeci�ications and funding in the structure the investor has chosen.Governance—dashboards, audit trails, covenant monitoring, monthlyservicing and detailed data reporting—sits at the heart of therelationship.‘Our data feeds, dashboards, audit trails and covenant monitoring aredesigned to give an institutional investor the exact same level ofcomfort they’d expect from an in-house team—only often far quickerto market’, Julian said.



The outcome is simple but powerful: institutions get speed, precisionand credit discipline; Landbay gets lending scale in a balance sheetlight construct. And in a world where institutions need deploymentand banks are constrained by capital and regulation, that is exactly thekind of machinery the market has been missing.
NATWEST AS A PROOF POINTIf there was a moment that signalled Landbay had truly crossed thethreshold from ambitious specialist to institutional partner ofconsequence, it was the NatWest retail bank funding deal to fundLandbay’s buy-to-let loans. In the world of mortgage lending,partnerships with high-street banks aren’t handed out lightly; they areearned: slowly, quietly and through the kind of operational disciplinethat only becomes visible under scrutiny.Julian recalls that phase with a kind of understated pride. Thecollaboration wasn’t a glitzy announcement but a con�irmation thatLandbay’s machinery—its tech, its underwriting discipline, its peopleand its data and governance spine—could stand shoulder-to-shoulderwith one of the country’s major lenders.Working with NatWest to deliver professional landlord mortgages didmore than expand Landbay’s reach. It demonstrated somethingbigger: that platforms could sit in the same arena as the incumbents interms of lending, not as fringe challengers, but as complementarypartners providing speed, granularity and specialist expertise bankscannot always justify building in-house.‘That partnership proved two things at once’, Julian said. ‘First, thatplatforms can be credible lending partners to the large incumbentbanks. And second, that banks increasingly recognise a pragmatictruth: they don’t need to build every capability themselves’.For NatWest, the attraction was ef�iciency and specialism. ForLandbay, it was validation: the kind that only arrives when a majorhigh-street institution entrusts you with its balance-sheet ambitions.In a sector where caution is the default setting, this was Landbay’squiet proof of concept: not a statement, but a milestone.
TECHNOLOGY AS INFRASTRUCTURE



If there is a single thread running through every part of Landbay’smodel, it is the quiet but unmistakable presence of technology: not aswindow-dressing, but as the machinery that keeps the wholeoperation running. Julian spoke about it with the steady con�idence ofsomeone who has spent a career in tech, not property �inance, and itshows. At Landbay, the platform isn’t an accessory to the business; it isthe business.In the glass meeting rooms overlooking Victoria’s morning rush, hedescribed how Landbay’s systems pull in loan-level data, reconcile itand push it back out through investor dashboards with almost clinicalprecision. For institutions accustomed to quarterly spreadsheets andretrospective updates, that level of visibility is not just helpful, it istransformative.‘Investors tell us they don’t want surprises’, Julian said. ‘They want toknow exactly what they own, what stage each loan is at, where therisks sit. So we built the tech to make that data available: clean,audited and in real time’.The platform’s architecture is designed with institutional scepticismin mind: automated audit trails, servicing oversight, covenantmonitoring and reporting packs designed to meet the strictest due-diligence checklists. And below all that sits something rarer: a systemthat lets investors monitor originator risk, not months later, but as itevolves.From Julian’s perspective, this isn’t about bells and whistles. It’s aboutreplacing uncertainty with clarity, the kind of clarity that makes abank, a fund or an insurer comfortable deploying hundreds of millionsthrough an external origination partner. In a sector where opacityonce reigned, Landbay’s technology offers the opposite: illumination.
WHAT THIS MEANS FOR THE MARKETLandbay’s trajectory illustrates a broader structural shift: lending isbeing unbundled. Origination, underwriting, funding and servicing cannow be modularised. Institutions can pick and choose their exposure,mixing bespoke mandates with pooled products and securitisations.For the real-estate-�inance ecosystem, platforms like Landbay are theconnective tissue that make that modular architecture possible. ‘If you



think of modern real-estate �inance as an assembly line, platforms arethe new factories. They let capital �low ef�iciently from investor toborrower, without the historical frictions’.
LOOKING AHEADJulian sees the next phase as one where platforms and capital becomecloser collaborators. For Landbay, the priority remains the same:deliver consistent, secured returns while maintaining theunderwriting standards and transparency that institutional partnersdemand.When I asked him about the future of real estate private debt, hedidn’t hesitate. ‘Over the next �ive years I expect to see more capital�lowing via platform partnerships. The world wants asset-backed,predictable income and institutions increasingly understand that theydon’t have to build everything themselves to get it’, he said.

FAMILY OFFICES IN REAL ESTATE CREDITIn quiet corners of Geneva, Singapore, New York and Dubai, a shift hasbeen taking place in the investment playbooks of the world’s ultra-wealthy. Private investment �irms of wealthy families—the discreet�inancial engines behind dynasties and entrepreneurial legacies—havebeen investing more in alternatives and increasingly backing private realestate credit.It’s a far cry from the days when these of�ices focused largely on equities,trophy real estate or early-stage venture bets. Now, they’re acting morelike specialist credit investors, and for good reason.According to BlackRock’s 2025 Global Family Of�ice Survey, alternativeassets are more important than ever to family of�ices, making up 42% oftheir portfolios, up from 39% in the 2022–2023 survey. Furthermore, theforward-looking questions in the survey suggested that private credit andinfrastructure are the most-favoured alternative assets among thiscategory of investors, with nearly one-third planning to increase theirallocations: the strongest appetite shown for any alternative asset class,



including private equity or hedge funds. In some portfolios, private creditnow accounts for 15–30% of total exposure.So what’s behind this shift?At IQ-EQ, we’ve seen family of�ices increase allocations to private realestate debt because it delivers what many are prioritising today:predictable income, disciplined downside protection and access to highquality transactions that traditional lenders are no longer servicing.Within their portfolios, family of�ices typically view the asset class as astable income anchor that also helps preserve capital through differentmarket cycles. What resonates most is the level of control andtransparency they can achieve, from bespoke structuring to clearervisibility on risk and recovery paths. Looking ahead, we expect familyof�ice participation to deepen and further professionalise, but withoutlosing the relationship driven approach that de�ines this segment.Family of�ices will continue to favour managers who demonstratealignment, clarity, transparency and a consistent ability to protectcapital.—Peter Unwin, Head of Private Wealth & Family Of�ice, Middle East, IQ-EQThis evolution is driven by pragmatism as much as optimism. Afterseveral years of underwhelming returns and liquidity challenges inprivate equity—where IPO markets have stalled and capital is oftenlocked up for longer than expected—many family of�ices are questioningwhether high fees are worth it. According to the same BlackRock survey,nearly three-quarters, a full 72%, now cite fees as the biggest challenge inprivate markets, up dramatically from 40% just two years ago.In contrast, private credit offers a compelling value proposition:contractual income, downside protection via secured lending and yieldpremiums relative to public debt markets. For family of�ices—many ofwhich have longer time horizons, lower liquidity needs and direct accessto origination partners—this is a perfect match.There’s also a psychological and operational alignment. Family of�ices,often built on entrepreneurial instincts, prefer to back real assets, realbusinesses and tangible value, not abstract �inancial engineering. Inprivate real estate credit, they �ind something deeply familiar: securedcash �lows, physical collateral and the ability to get close to the deal.



That’s why high-pro�ile families—from Asia’s Andre Koo Jr. to the UK’sDavid and Simon Reuben—have turned to private credit as a pillar of theirinvestment strategy. Even Vulcan Capital, originally tied to Microsoft co-founder Paul Allen, has increased its exposure.And they’re not alone. Again, according to BlackRock, while private equitystill plays a dominant role in family of�ice portfolios, sentiment there isincreasingly mixed, with only 30% of family of�ices expressing a bullishview.Private real estate credit, by contrast, is on a quiet winning streak. Anasset class once seen as niche that now stands as a new frontier forgenerational wealth. It combines everything family of�ices crave: visibility,yield, control and resilience. And as the dislocation in bank lendingcontinues, more families are stepping into the void.As one European family of�ice principal put it:Private real estate debt has moved from opportunistic to essential forus. It gives us something increasingly rare: visibility. We know whereour capital sits, we understand the collateral and we can structurearound risk in a way that simply isn’t possible in public markets. In anenvironment where liquidity can be deceptive and valuationsuncertain, we would rather lend against real assets than rely on marketsentiment. It’s not about stretching for return. It’s about protectingcapital while still making it work.They are not just preserving wealth. They are lending into the future, andreshaping the very structure of real estate �inance in the process.
FROM WALL STREET TO YOUR STREET:
DEBT GOES RETAILAs we saw in the introduction, private credit is as old as money itself.Long before banks and structured �inance, lending was deeply personal: awealthy individual or merchant extending capital to a landowner, builderor trader, often within a tightly knit community. In that sense, the rise ofP2P lending in the 2010s was less a revolution than a return to roots: a



full-circle moment in the history of credit, and a tool that once againenabled everyday investors to access real estate private debt.As we have already discussed at length, in the aftermath of the GlobalFinancial Crisis, two powerful forces reshaped the investment landscape.Ultra-low interest rates slowly erode the returns of traditional �ixed-income products, while banks—still nursing their wounds from the crisis—had started to pull back sharply from sectors like real estatedevelopment �inance. That retreat left a gap and institutional capitalrushed in to �ill it. Private credit was suddenly in demand, offering yield,security and an understandable asset: loans secured against brick-and-mortar real estate.But while institutions were quick to seize the opportunity, retail investorsremained largely excluded. In those early years, real estate credit was aprivate club, dominated by banks, pension funds, insurer, specialistlenders and ultra-wealthy individuals. If you weren’t operating at scale,access was effectively off-limits. Development �inance remained opaqueand high-barrier, with multi-million-pound loans arranged quietly behindclosed doors. For everyday investors, participation wasn’t just dif�icult, itwas structurally out of reach.That began to change in the early 2010s with the rise of P2P lending,driven both by technological advances and by regulatory changes thatenabled retail participation. Suddenly, a new generation of FinTechentrepreneurs started asking a deceptively simple question: why shouldaccess to property-backed lending be reserved for the few? Why couldn’ttechnology open the door to many?And slowly, the walls began to crack.As Christian Faes, Co-Founder and Chairman of LendInvest, recalled inChapter 1, the post-crisis UK environment proved particularly fertileground for this shift. Under the Conservative government led by DavidCameron and Chancellor George Osborne, policymakers were not onlytightening regulation on banks but actively encouraging a new breed oftechnology-enabled �inance companies. Rather than simply constrainingincumbents, the aim was to open the �inancial system to competition.The UK became a global pioneer in crowdfunding and P2P regulation,signalling a clear willingness to support innovation while maintainingoversight. At the same time, the Bank of England opened the door to new



banking licences, and venture capital began to �low into emerging FinTechplatforms. The result was a uniquely supportive ecosystem in Londonduring the 2010s, one where government, regulators and investors werebroadly aligned in fostering disruption within �inancial services.This combination of regulatory openness and technological innovationcatalysed the emergence of an entirely new segment of lenders. A wave ofplatforms began to target niches underserved by traditional banks,including real estate development �inance, gradually building a parallelcredit ecosystem alongside the incumbents.Enabled by this FinTech wave—online platforms, automated underwritingand data-driven credit analytics—P2P lending offered somethinggenuinely new: the ability for everyday investors to access secured, yield-generating real estate loans once dominated by banks and institutions.Minimum investments fell dramatically. Lock-up periods shortened. Withjust a few clicks, investors could gain exposure to property-backedlending opportunities that had previously been inaccessible.In the UK, that idea of democratising private credit crystallised in 2013,with the launch of LendInvest, a startup that would become one of themost in�luential pioneers of P2P property lending. Its ambition was boldbut straightforward: use technology to connect everyday savers directlywith property developers in need of short-term, secured �inance. For the�irst time, individuals could fund deals that had previously sat squarely inthe domain of merchant banks and specialist credit funds.As Rod Lockhart, CEO of LendInvest, told me:We set out to address a structural gap in UK property �inance.Regulation and rigid credit and risk frameworks have limited howbanks lend, leaving many viable projects underserved and slowingdown decision-making. At the same time, private capital was seeking amore ef�icient way to access the market—seeing it as a solid alternativeto rock-bottom interest rates. Technology was the enabler—allowingus to make faster, more individual credit decisions, offer greater�lexibility across propositions and build a platform capable of evolvingas market demand changed.LendInvest became what is widely considered the �irst ever P2P realestate lending platform in the UK, and it demonstrated that P2P realestate lending could be built at scale, with institutional-grade



underwriting, robust security and a technology backbone capable ofhandling both borrowers and investors. In doing so, it marked the openingact of a broader shift, one that began to prise open the once-exclusiveworld of real estate credit and extend it, for the �irst time, to a widerinvesting public.LendInvest wasn’t alone for long. In the years that followed, platforms likeCrowdProperty, CapitalRise, Proplend and Ku�link entered the UK market,each targeting a slightly different niche, from suburban planning gainloans to luxury developments in central London. The formula was broadlyconsistent: offer individual investors access to short-term loans securedagainst physical property, typically yielding 6–10% per annum overperiods of 6 to 24 months. The risks were real, but so were the returns,and demand surged.Yet this was never just a British story. Across Europe, similar platformsbegan to emerge, even in markets where creditor protections wereweaker and enforcement frameworks less lender-friendly, a contrastexplored earlier in Chapter 1. What united them was not regulatoryconvenience, but the same structural gap: cautious banks, underserveddevelopers and yield-hungry savers.In Germany, platforms like Exporo took the model a step further. Retailinvestors could participate in both debt and equity opportunities with aslittle as EUR 500, often in smaller-scale commercial or residentialdevelopments that fell below the radar of major lenders. Over time,Exporo has channelled more than EUR 1 billion into hundreds of projects,establishing itself as one of Europe’s largest digital real estate investmentplatforms.As one COO of a European P2P platform put it, ‘Digital platforms havemade it possible for private investors to participate in real estate�inancing in a way that was previously reserved to institutions: withtransparency, clear risk pro�iles and tangible assets at the core’.In France, startups such as Homunity and Fundimmo stepped into thefunding void left by increasingly risk-averse regional banks, particularly inthe suburban housing market. They specialised in connecting investorswith developers looking to raise secured debt for mid-sized residentialprojects, helping to �inance the kind of everyday housing that majorinstitutions often overlook.



Meanwhile, in the Nordics, a cross-border platform called Kameo quietlybuilt a loyal investor base across Sweden, Norway and Denmark. Its focuswas SME developers and light industrial assets, deals often considered toosmall, too bespoke or too operationally intensive for mainstream banks.With target returns of 5–9% and minimum investment thresholds belowEUR 250, Kameo attracted a mix of retail and semi-professional investorsseeking yield backed by real assets.To the east, EstateGuru, founded in Estonia, was building one of the mostambitious European platforms. Operating across the Baltics, Finland,Germany and beyond, it offered both retail and institutional investorsaccess to short-term, property-backed loans, often �inancing commercialor residential redevelopment projects that struggled to secure bankfunding. With its minimum investment of just EUR 50, the platformchampioned accessibility while maintaining a rigorous underwritingapproach.As its co-founder and Chairman, Marek Pärtel put it: ‘We exist to close theEUR 300 billion funding gap for SME real estate developers in Europe-andwe’re doing it one loan at a time’. The mission resonated. By the mid-2020s, EstateGuru had �inanced over 4,000 projects and attracted tens ofthousands of investors from over 100 countries, illustrating just howglobalised retail participation in property-backed credit had become.Even in Spain, platforms such as Housers introduced the concept ofcrowdlending to a broad retail audience, allowing individuals to invest indevelopment-backed loans with graded risk categories and clear returnbands. Legal challenges would later follow, serving as a reminder thatdemocratising credit also needs robust governance. But the innovationitself was undeniable: participation in real estate credit was broadeningwell beyond its traditional institutional core.Across the Atlantic, the United States put the model into hyperdrive.There, platforms like Ground�loor, Patch of Land, RealtyMogul andFundrise emerged at scale, often blurring the lines between debt, equityand structured �inance. From bridge loans to large multifamilyconstruction deals, the US P2P and retail private credit ecosystem cateredto almost every corner of the real estate market. Technology-enabledplatforms lowered entry points to as little as USD 100, an unprecedentedlevel of access to asset-backed lending.



Fundrise went a step further, launching its own family of public, non-traded interval funds, combining retail distribution with institutionalportfolio construction. In doing so, it demonstrated how retail capitalcould be wrapped in vehicles designed to meet regulatory standards,manage liquidity expectations and scale responsibly, bringing private realestate credit closer to the architecture of mainstream investmentproducts.This wave didn’t rise in isolation. It mirrored a broader transformationtaking place across �inancial markets: the democratisation of investing.Retail investors—emboldened by the rise of commission-free brokers likeRobinhood, Trade Republic and Revolut—were no longer content to sit onthe sidelines. With interest rates at historic lows and bond yields barelykeeping pace with in�lation, they were hungry for alternatives. Real estatecredit, long considered dry, dull and inaccessible, suddenly looked stable,tangible and lucrative.The platforms evolved too. Some, like Landbay, moved beyond pure P2Pmodels into hybrid structures, combining retail �lows with institutionalco-investment. LendInvest secured warehouse lines and launched its ownsecuritisations. Exporo began underwriting syndicated deals alongsideGerman banks. Fundraise built in-house asset management capabilitiesand launched its own real estate funds. As retail capital gainedmomentum and proved both scalable and resilient, institutional moneystarted to follow it.Regulation, inevitably, caught up. Regulators in the UK, EU and USintroduced tighter rules around transparency, risk disclosure and investorsuitability. Some platforms struggled. For example, Lendy in the UKcollapsed under the weight of poor underwriting, while Housers facedlegal scrutiny in Spain. Yet the broader ecosystem matured. Whatemerged was not just a retail product, but a new asset class with its owngovernance standards, risk frameworks and investor expectations.Today, real estate private credit is no longer the exclusive domain ofinstitutions and insiders. For a growing cohort of middle-class investors, ithas become part of a balanced diversi�ied portfolio: a source of income, ahedge against in�lation and increasingly, a way to support localdevelopment.



Before platforms like these came along, investing in real estate debt feltcompletely out of reach—it was something only banks or big fundscould do. I never imagined that with just a few hundred euros, I couldbe part of a real project, earning regular returns backed by real assets.It’s given me a way to diversify beyond stocks and savings accounts andto feel like my money is actually working in the real economy—helpingdevelopers build homes, not just sitting in a bank. For me, it’s aboutaccess, transparency and control. —Retail P2P real estate investorThis story—of platforms, access, technology and trust—is more than acase study in �inancial innovation. It’s a story of inclusion. Of people onceshut out of the lending market now playing a role in shaping the builtenvironment around them.The P2P pioneers didn’t just open the gates. They redrew the map.
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CHAPTER 4
Why Developers Are Moving Beyond Banks

THE MOMENT BORROWERS LOOKED
ELSEWHERE

After	 the	 2008	 Global	 Financial	 Crisis,	 it	 became	 clear	 that	 traditional
banks	 were	 no	 longer	 willing	 or	 able	 to	 support	 mid-sized	 developers	 like
us.	 This	 forced	 us	 to	 look	 beyond	 conventional	 lending	 channels.	 In	 the
early	 days,	 however,	 it	 was	 a	 process	 of	 trial	 and	 error:	 we	 had	 to	 ‘kiss
many	 frogs’	 before	 �inding	 the	 right	 partners.	 The	 rise	 of	 regulated	 non-
bank	 lenders	 was	 by	 no	 means	 an	 overnight	 development	 and	 like	 many
in	 the	 industry,	 we	 were	 initially	 cautious	 and	 even	 sceptical	 of	 these
newcomers. —Joe McGinnis, Managing Director, Braidwater GroupAs we have already explored, in the years since the �inancial crisis,housebuilders have found themselves confronting a new reality: banks areslower, more constrained and far less willing to accommodate complexity.Projects stall not because they lack demand or viability, but because theydon’t �it neatly into bank credit boxes: they are non-vanilla, lack marketcomparable, exceed LTGDV thresholds or need a degree of �lexibility thattraditional lenders are no longer equipped to offer. That led to theemergence of real estate private credit.In the previous chapter, we followed the money, tracing how institutionalinvestors, pension funds and family of�ices have piled into private realestate debt. We examined what draws them in, how they manage risk andwhere this asset class �its into their broader portfolios. In short, weunpacked the demand side of the equation.But now, it’s time to turn the table. Because you can’t have a lendingmarket without someone doing the borrowing.This chapter �lips the lens from capital providers to the people on theground: the developers, housebuilders and small property �irms who are



increasingly swapping the familiar, if frustrating, world of bank �inance forsomething altogether more agile. These are the SME operators—oftenfamily-run out�its or regionally focused specialists—who once kept theirbank relationship manager’s number on speed dial. The bank was their�irst stop and, for a long time, their only one. Over the next few pages, wewill explore why private credit—once seen as a last resort or an expensivestopgap—has become, for many, the �irst call. Through real-worldexamples, we will explore how speed, certainty of execution and bespokestructuring have reshaped borrower behaviour, and why relationship-driven lenders are winning ground in a market where rigidity kills deals.What emerges is not a story of banks disappearing, but of a fundamentalreordering of trust, incentives and expectations in development �inance.
THE CHANGING PERCEPTION OF PRIVATE
DEBTThat shift from bank to non-bank lending didn’t happen overnight. Norwas it driven by developers suddenly waking up and deciding to embracechange. Instead, it’s been a slow burn, a decade-long drift triggered by theaftermath of the Global Financial Crisis. As mainstream banks becamemore risk-averse and less willing to support entrepreneurial, fast-movingdevelopment, they pulled back, citing tighter regulations and moreconservative lending appetites. The result? Developers found themselvescaught in the middle.As a property developer told me:What used to be a relatively straightforward process—a conversationwith your bank, a handshake and funding in place—became abureaucratic maze. Decisions dragged. Covenants tightened. Leveragedropped. And more often than not, the answer was a polite but �irm no.So, quietly at �irst, developers started looking elsewhere. Alternativelenders—private debt funds, boutique �inanciers and newer non-bankentrants—began to creep onto the radar. It wasn’t love at �irst sight. Theseweren’t well-worn relationships. The trust wasn’t there yet. But when thebanks stopped answering the phone, others started picking it up.



But in the early days of the sector, borrowing from a non-bank lender—especially the smaller and less institutionalised ones—carried a seriousstigma. These lenders were viewed with suspicion; no self-respectingdeveloper wanted to be seen seeking �inance from them, let alone admit toknocking on their door. Many wouldn’t even take a meeting with a privatecredit provider. Private real estate debt was the option of last resort, thepreserve of the so-called non-bankable: developers whose plans were tooambitious, too unusual or simply too complex for traditional lenders, aswell as those who had gone bust during the Global Financial Crisis orwere carrying poor credit histories that made traditional �inancing all butimpossible. If your bank wouldn’t touch you, you might—reluctantly—trya non-bank lender. But it certainly wasn’t something you boasted about.Private credit was often seen as expensive, opaque and, frankly, a bitdodgy.As one �inancial introducer told me, ‘There was a time when developerswould only approach non-bank lenders as a last resort, —when the bankhad said no and they were out of options’. ‘It was like pawning the familysilver’, another senior lending manager at a specialist lender told me. ‘Youdidn’t go there unless the banks had already said no, and you never, ever,talked about it afterwards’.
NO LONGER A DIRTY WORDBut that perception has shifted dramatically in recent years, driven bothby necessity and by the evolution of non-bank lenders themselves. Overthe years, alternative �inance providers became not just more visible, butmore viable. The private debt space matured. Lenders became regulated,institutionalised and increasingly in tune with the needs of moderndevelopers. More importantly, developers began to see the advantages:speed, certainty, �lexibility and an ability to engage with projects on theirreal-world merits instead of just what ticked a box in a bank’s creditmatrix.What was once seen as the �inancial equivalent of a back-alley deal is nowconsidered a smart, strategic move.The �inancial introducer told me:



Today, non-banks are often developers’ �irst call, not because they haveto, but because they want to. Developers value speed, �lexibility and amore pragmatic approach to lending. Non-bank lenders havepositioned themselves not just as capital providers, but as partnerswho understand that development doesn’t always go to plan, and whoare willing to work through the bumps alongside borrowers’.That has resulted in a signi�icant reordering of the funding landscape.Private debt, once seen as fringe, has moved to the centre. And in theprocess, it has become something few developers would have imagined adecade ago: their �irst call.The real difference isn’t just speed: it’s mindset. Banks lend againstpolicy; private lenders lend against judgment. Developers areincreasingly choosing partners who understand that real estateprojects move in phases, not straight lines. When the capital providerunderstands risk dynamically instead of mechanically, projects moveforward with far greater con�idence.—Theo Kemp, Principal Founding Director, EVOLVE Lending GroupToday, highly respected developers—many of them with long trackrecords and solid balance sheets—are choosing non-bank lenders, notbecause they’ve been turned away from banks, but because they valuewhat private capital offers: speed, certainty, commercial pragmatism andan approach to structuring that re�lects the reality on the ground. Now,they’re not only taking the meetings, but they’re also actively cultivatingrelationships, comparing term sheets and in some cases, bypassing banksentirely. Private credit is now not only respectable, but it’s also often thefunding route of choice.Today’s top developers don’t see private credit as Plan B: they see it asa tool for execution. They come to us proactively, with deals alreadymapped out, budgeted and timed. What they want now is a lender whocan move at their pace, not slow it down— Mark Roberts, Relationship Manager, Assetz CapitalThere’s also the realisation that the cheapest capital isn’t necessarily thebest capital. Today’s developers want capital that moves quickly, comeswith fewer strings attached and is provided by people who understandthe commercial realities of building and delivering. As Joe McGinnis told



me, ‘What we’ve learned is that it’s not just about the money: it’s aboutwho you’re in bed with’. Non-bank lenders are meeting that demand withtailored structures, practical covenant packages and relationship-ledunderwriting, often delivered within weeks, not months.As a result, developers are embracing non-bank lending not as a lastresort, but as a proactive choice, one that offers partnership, clarity andcon�idence in an increasingly complex �inancing environment.Private credit has shed its old skin. It’s no longer a dirty word. It’s a newchapter, and more developers are turning the page.That evolution is really at the heart of this chapter: understanding why somany developers now choose non-bank lenders as their �irst call, not outof desperation, but by design.Over the next few pages, we’ll explore what they value, not just in capital,but in character. We’ll look at why speed, �lexibility and tailored solutionsmatter more than a marginal cost of funds. And we’ll hear directly fromthose on the front lines of development, who’ve come to see private creditnot as a last resort, but as a trusted partner in a world where things rarelygo exactly according to plan.That said, not all private credit is created equal and the journey frombanks to non-banks wasn’t all smooth sailing. As McGinnis put it withtypical understatement, ‘We had to kiss a fair few frogs before �inding theright funding partner’.As with any evolving market, the rapid growth of non-bank lending hasattracted a wide range of players, some more experienced and reliablethan others. Developers still need to tread carefully: to scrutinise fundinglines, understand who’s really backing the capital and ensure thatfacilities won’t be pulled halfway through a build. The right private lendercan be a true partner. The wrong one can be a costly distraction, or worse,a liability mid-project.In short, while the reputation of private debt has improved, selectivity stillmatters. Because in this new funding landscape, who you borrow from isjust as important as how much you borrow.
TIME KILLS DEALS



In property, timing really is everything. You can have the best site, thebest team and full planning consent, but if your funding isn’t in placewhen you need it, the whole thing can come down crashing. Withbanks, we were waiting six, eight, sometimes ten weeks just to getthrough credit committee and that’s assuming nothing got kicked back.With non-bank lenders, we’re seeing decisions in days, not months.They understand the commercial pressures on the ground, thatwindows close, contractors walk and costs rise. That speed isn’t justconvenient: it can make or break a deal.—Dan Eaton, Director, Pivotal Point GroupIn the world of property development, time isn’t just money—it’s oftenthe difference between a project that gets built and one that dies on thedrawing board. That may sound dramatic, but anyone who’s ever tried toget a shovel in the ground knows it is true. Delays in funding—especiallythe kind of delays caused by protracted bank processes—can send eventhe best-laid schemes into a tailspin. Planning consents can have strictexpiry dates. Construction contracts often hinge on locking in materialprices or securing labour. Competitive site purchases could fall through ifexchange doesn’t happen on time. The longer a developer waits for acredit committee to nod a deal through, the greater the chance the dealfalls through, because numbers shift, contractors walk away or the seller�inds a faster buyer.Even assuming they’re still willing to consider development �inance—which, as we’ve seen, is increasingly unlikely—banks, with their layers ofunderwriting, risk management and compliance, rarely move at the pacethe market needs. Deals typically pass through several internal teams—front of�ice, credit, risk, compliance, legal and sometimes sector-speci�iccommittees—each adding friction and time. Take the mysterious creditcommittees, shrouded in as much secrecy as a Vatican conclave: theyusually meet weekly or fortnightly to consider new applications or amendexisting �inance arrangements. If an application is submitted on aWednesday and the committee meets on Tuesdays, that’s nearly a weeklost by default. And if a document is missing or needs clari�ication, thedeal is pushed to the next cycle, adding another week or more. Thesedelays can quickly stack up.



We once lost a site in Gloucestershire because the bank took eightweeks to get through credit. By the time they gave us the green light,the vendor had walked: sold it to someone who could move faster.That’s when it really hit me: banks don’t just cost you time: they cancost you the whole deal. —Dan EatonBut it’s not just credit committees that slow things down. Even getting afoot through the bank’s door can be harder than getting an audience withthe King. Anyone who’s dealt with a bank knows the drill: the applicationitself is a test of endurance, a rigid, one-size-�its-all template where everydetail of the project must squeeze neatly into the bank’s tidy little box.And if it doesn’t quite �it? Well, everything grinds to a halt whileborrowers are politely invited to twist and trim their plans until theymatch the paperwork, instead of the other way round. And then comes thewaiting. They send it off, full of hope, only to watch days turn into weekswhile someone, somewhere in the bank, eventually decides to glance at it.There’s no urgency on their end; the clock only seems to tick forborrowers. Eventually, if they are lucky enough, the BusinessDevelopment Manager gives the nod and that’s when the real slog begins.Banks typically require independent valuation and quantity surveyingreports, both commissioned at the borrower’s own cost and subject to thebank’s chosen panel. That takes time. Then, those reports must bereviewed, reconciled with the deal structure and—heaven forbid—if thenumbers don’t quite line up, the whole process grinds to a halt. Anydiscrepancy can stall progress.Then there’s the mountain of paperwork: planning consents, contractoragreements, QS reports, �inancial forecasts, environmental assessments,personal guarantees, all must be up to date and in perfect order. Onemissing document can send the application back to square one and triggerfurther delays. It’s a system that runs on red tape and patience, and fordevelopers with shovels ready and deadlines looming, neither is inplentiful supply.Once terms are agreed in principle, legal negotiations begin, and here too,timelines can stretch. Solicitors representing both lender and borrowermay spend weeks exchanging documents, especially if the bank’s legalteam is particularly risk-averse or lacks experience with non-standard



development �inance projects. On top of that, deals may be delayed byrigid credit models and overly conservative stress testing on sales values,construction costs or interest cover. This can lead to restructuring or aneed for further evidence, setting the clock back again.Then there are the ‘computer says no’ scenarios. If the project doesn’tneatly �it the bank’s internal credit box—perhaps it’s too small, toounusual or in an unfamiliar location—the deal may stall inde�initely or bedeclined late in the process.Other common sources of delay include seasonal bottlenecks and capacityconstraints. Bank teams are often overstretched around holiday periods,year-end close or during surges in application volume. Market conditionscan also shift mid-process. If interest rates rise or market sentiment sourswhile a deal is under review, banks may re-price the loan or revisit thefundamentals, leading to further negotiation or delay, somethingdevelopers experienced frequently during the COVID period.During COVID, it was chaos. You’d be halfway through a deal, and thebank would come back with new terms: higher margins, lowerleverage, more security. It happened more than once and each time iteither killed the deal or forced us back to square one. You couldn’t planwith any certainty because the goalposts kept shifting. —Dan EatonAnd �inally, there’s the issue of Personal Guarantees (PGs) and securitystructures. Banks often require PGs or second charges that borrowersmay wish to resist or renegotiate, pushing discussions up to senior levelsand adding further time.As a result, delays of several weeks—sometimes even months—are notuncommon. But in that time, a lot can change. Interest rates can rise. Buildcosts can shift. Buyer appetite can cool. And a deal that once stacked upmay no longer make sense. Worse still, developers can be left carryingpre-development costs, servicing expensive bridging �inance or lockedinto exclusivity periods with no progress to show for it.As Rishi Baungally, Director at Premier Gold Investments, told me:



Too often in development �inance, simple deals become unnecessarilycomplex at a Bank. Layers of requests and additional information areintroduced, even though the underlying risk hasn’t changed. Thelenders that stand out are the ones who maintain credit disciplinewithout adding friction that ultimately makes no difference to theoutcome.This isn’t about impatience. It’s about opportunity cost. And in thisbusiness, lost time often translates into lost value. That’s why moredevelopers now favour funding partners who can move at pace and adaptin real time to the pressures on the ground. A lender who can move inweeks—not months—isn’t just convenient. They’re the differencebetween keeping momentum and missing the moment. As Robertsexplained to me over a coffee at his Manchester of�ice, ‘Non-bank lendershave carved out a vital role in development �inance by being able torespond quickly and structure facilities around the realities of eachproject. Developers value the ability to access capital with a decision-making process that is both pragmatic and closely aligned to theirbusiness plans’.
FROM PAPER TRAILS TO DIGITAL RAILSBut for borrowers, the draw of private credit is not only about speed. It isabout what the lending experience feels like when it is built for thetwenty-�irst century instead of inherited from the last. Inside many legacybanks, loan origination still runs on ageing siloed systems never designedfor modern development �inance: data re-keyed across platforms,underwriting models built in Excel and risk reports manually exportedfrom systems that do not speak to one another.Meanwhile, outside the mahogany boardrooms of the big banks, a newbreed of lender is re-writing the rulebook. As we’ll explore fully inChapter 5, digital-�irst private credit �irms are sprinting ahead,unencumbered by legacy systems or manual processes. These tech-nativelenders are using AI, automation and real-time data to streamline everysingle part of the loan journey, from picking up applications almostinstantly and setting themselves KPIs around response time, to leveragingmodern communication tools to keep lenders, borrowers, brokers,



lawyers, surveyors and every other party in the loop without missing abeat.As one broker said:For developers, the real difference with digitally native lenders isn’tjust speed: it’s visibility and control. Applications are acknowledgedalmost instantly, milestones tracked in real time and communication�lows seamlessly between borrower, broker, lawyer and surveyor.Instead of wondering where a deal sits, the developer can see progressas it happens. That clarity reduces friction, builds con�idence andallows projects to move forward with far greater certainty’.Take Automated Valuation Models (AVMs), for instance: platforms such asHometrack and Geowox allow lenders to generate instant, highly accurateproperty valuations using machine learning and up-to-date market data,replacing otherwise lengthy RICS surveys and shaving weeks off theapplication timeline. For development �inance, tools like Aprao andLandTech allow lenders and developers to model detailed appraisals andcash�lows in real time, allowing immediate adjustments to fundingstructures as costs or timelines shift. And on the compliance front, AI-driven due diligence platforms like Xapien and Intelligo can complete inminutes the sort of in-depth client and counterparty checks that mighttake a bank days or even weeks.As one venture investor focused on real estate technology noted:For years, real estate lending relied on fragmented processes:spreadsheets, email chains and relationship-driven sourcing. What’schanging now is the growing role of data and intelligent systems. Anew generation of tools is enabling lenders to identify risks earlier,streamline due diligence and automate many of the manual work�lowsthat historically slowed transactions down. Tasks that once took weekscan now be completed in a matter of hours. As a result, private credit isbecoming less dependent on networks and more driven by access tohigh-quality data and the ability to interpret it effectively.Even the dreaded document collation is getting an overhaul. AI-drivensystems can now scan, extract and verify borrower information inminutes, cutting through the bureaucracy like a hot knife through butter.Natural language processing and machine vision are doing the heavy



lifting in underwriting, cutting time, stress and cost for all involved. Whiletraditional lenders shuf�le paper, these platforms are doing deals, quickly,securely and with far fewer hoops to jump through.In short, the lending landscape is splitting in two: on one side, the legacylenders weighed down by process; on the other, digital-�irst lenders layinghigh-speed tracks where slow-moving paper trails once ran. As the sayinggoes, you’re either on the train or you’re on the tracks.
WHEN FLEXIBILITY WINS THE DAYSpeed and tech set the pace, but it’s the way non-bank lenders �lex aroundthe realities of a project that truly wins borrowers over. These newerlenders approach transactions with a clear intent to make them work, anapproach that shapes the project from the outset, not only when it facesturbulence. Traditional lenders, bound by policy and precedent, rarelyoperate with the same latitude.Free from the straitjacket of rigid lending models, �ixed capital structuresand in�lexible credit terms, private credit providers have the freedom tolook at a deal on its own merits and design capital around the realities of ascheme instead of forcing a scheme to contort itself to �it a pre-settemplate. That might mean recognising planning gain as part of the equitystory, calibrating guarantee levels to re�lect track record, tailoringdrawdown pro�iles to phased construction or structuring exits aroundre�inance instead of sales. And that matters, because in property, as anyseasoned developer will admit over a pint, things rarely go precisely toplan. Timelines shift, deadlines slip, contractors go bust, suppliers arelate, cost in�lation creeps in, planning of�icers take their time, utilitiesconnections drag their heels, the exit strategy wobbles and the weather:well, it never quite behaves. In short, unforeseen hiccups have a way ofappearing just when you think you’ve got everything under control.For SME housebuilders, who often operate on tight margins and tightertimelines still, the difference between success and collapse can veryliterally come down to not just whether the lender picks up the phonewhen things go sideways, but on how intelligently the deal is structuredfrom the outset. A bespoke solution builds resilience into the deal evenbefore the �irst brick is laid. It anticipates complexity, aligns incentives



and creates buffers where they are most needed. And when—not if—challenges inevitably arise, the question is not whether the lender canenforce covenants, but whether they can interpret the nuance of thesituation and adjust within a framework designed for real-worlddevelopment. In a world of so many moving parts, a lender who canstructure creatively and bend without breaking isn’t just helpful: they canbe the difference between a project stalling and a project getting built.But it wasn’t always this way.In the old days, the bank was both gatekeeper and overlord. Developersborrowed an off-the-shelf product on the bank’s terms, danced to thebank’s timeline and prayed they wouldn’t trip a covenant halfway througha project. There was no such thing as a bespoke facility. Repaymentschedules were �ixed. Covenant tests were gospel. And if anything slipped—a contractor delay, a planning glitch – they’d �ind themselvesrenegotiating with credit of�icers who’d never set foot on a muddybuilding site. As Dan Eaton told me:In those days, there was no room for real-world messiness. Bankswanted everything to �it neatly into their box and if it didn’t, theanswer was simply ‘No’. You’d be sat across from someone in a suitwho’d never seen a live site, trying to explain why the scaffolding wasstill up and why your QS needed another fortnight. It was like speakingdifferent languages.This lack of �lexibility is the background into which non-bank lendersstepped in. Property developers expected �lexibility, they expected theirlender to speak the same language, to have walked the site with them andunderstand the challenges they face. And those non-bank lenders wereready and able to face the challenge by offering �lexibility. That wasprecisely the case with LendInvest, who stepped in when an experiencedproperty developer needed a bespoke facility.



LENDINVEST: ENGINEERING CAPITAL FOR COMPLEX
URBAN REGENERATION

COMPLEXITY AS OPPORTUNITYIf ever there were a project unlikely to sail smoothly through atraditional bank’s credit committee, this was it.A Grade II listed building in central Bristol, a regional economic hub inSouth West England where housing demand, particularly amongyoung professionals and graduates, continues to outstrip supply. Aphased conversion and extension programme. A self-deliverycontracting model. A mezzanine-backed equity structure. And an exitvia re�inance into a long-term rental portfolio instead of astraightforward build-to-sell.For a high-street bank operating within rigid underwritingframeworks, the complexity alone would have set off alarm bells. For aspecialist non-bank lender like LendInvest, it was hardly exotic. Not ared �lag, but familiar ground, precisely the sort of deal that sits safelywithin its bread and butter. An opportunity to structure around therealities of the project instead of forcing the project to conform to atemplate.
THE PROJECT: REGENERATION IN THE URBAN COREIn August 2022, LendInvest structured a GBP 10.7 milliondevelopment �inance facility to support the acquisition andredevelopment of a site on Redcross Street.The scheme was ambitious in both scope and character. Phase 1involved the careful restoration of the listed structure, preserving itshistoric fabric while delivering 30 units. Phase 2 added a four-storeyrear extension and a single-storey roof extension, bringing the total to61 self-contained co-living studios. Each unit offered private en-suiteand kitchenette facilities, complemented by over 2,200 square feet ofshared communal space designed for socialising, working and dining,a format tailored to Bristol’s growing population of youngprofessionals.



Yet what was unique about this scheme was that the site retainedupside potential. Planning dynamics left open the possibility of scalingthe scheme to 87 units through additional �loors. Embeddedoptionality, in other words. That sort of upside needed a lendercapable of thinking beyond the immediate cost-to-completecalculation and into the longer arc of asset strategy.To appreciate the scale of the transformation proposed—and thecomplexity of the site LendInvest agreed to back—it helps to see whatthe development team were working with (Figure 4.1).

FIGURE	4.1	Redcross	Street—From	Dereliction	to	Designed
Regeneration
Source:	With	permission	of	LendInvest



Traditional lenders often mistake complexity for risk. AtLendInvest, we see it differently. The Redcross Street project isexactly the kind of ambitious, multi-layered urban regenerationthat we love to support. We pride ourselves on supporting SMEdevelopers who understand the realities of the housing market andthe agility to back these developers who are thinking �ive stepsahead.—Steve Larkin, Managing Director, Development Finance,LendInvest
WHY BESPOKE STRUCTURING MATTEREDAt �irst glance, the headline numbers looked straightforward. But thecapital stack told a subtler story.Instead of being funded purely through shareholder cash equity, thedeal included a mezzanine tranche from joint venture partner Altussitting beneath the senior debt. In addition, the developer, RenGen,had created what is often described in the industry as sweat equity bysecuring valuable planning uplifts prior to funding. This layeredstructure re�lected commercial reality: capital ef�iciency, planningexpertise and strategic land enhancement: value generated not bymaking a payment, but by unlocking planning consent andrepositioning the asset.But here’s the thing. Most traditional banks struggle to see sweatequity in quite the same way developers do. In the world of regulatedlending, value must be tangible, measurable and immediately loss-absorbing. Cash in. Hard equity. Clear loan-to-cost ratios. Planninggain, no matter how meaningful in the real world, can feel intangibleon a credit committee spreadsheet: contingent, revisable, dependenton market conditions and future execution. And so, more often thannot, it is discounted or ignored altogether. A deal structured aroundlayered capital and planning gain can quickly begin to look non-standard.For LendInvest, the question was different. Instead of asking howneatly the structure �itted a pre-set model, the question becamewhether the value created was real, defensible and aligned. Where a



bank might have paused at the complexity, LendInvest leaned into it,structuring around the substance of the deal instead of its form.The guarantee package illustrates the point. Instead of insisting on ablanket 20% personal guarantee—the market standard—LendInvestagreed a compromise of 10% Personal Guarantee and 10% CorporateGuarantee. This calibrated approach balanced competitiveness withrisk control, allowing the lender to remain commercially viableagainst alternative funders while maintaining suf�icient alignment.It is precisely this willingness to adapt—to structure around theborrower’s pro�ile instead of imposing a rigid template—that isdrawing developers towards non-bank lenders.
MANAGING NON-STANDARD DELIVERY RISKThe departure from convention did not end there. The scheme wasstructured as a ‘self-build’, managed by RenGen’s internal contractingteam instead of through a traditional JCT main contractorarrangement. For many banks, the absence of a tier-one contractorand �ixed-price build contract would raise immediate red �lags.On paper, it was unconventional. In practice, it was anything but if onelooked at the context (Figure 4.2).



FIGURE	4.2	Proposed	Scheme	for	Redcross	Street
(Architectural	CGI)
Source:	With	permission	of	LendInvestRenGen had completed 16 schemes since 2011 under similarstructures. The business was led by Iestyn Lewis, a Chartered CivilEngineer and recipient of the James Rennie Medal—an awardrecognising outstanding engineering achievement—with a total trackrecord of 28 schemes representing approximately GBP 193 million inGDV. The company’s particular expertise in listed building conversionsacross Bath and Bristol added further comfort. Personal and corporatenet worth exceeded GBP 17.5 million.



The question, then, was not whether the structure was orthodox. Itwas whether the team behind it knew what they were doing. Insteadof defaulting to checklist underwriting, LendInvest assessedcapability. Form gave way to substance.Traditional banks are often blinded by the ‘form’ of a deal: thecontracts, the rigid ratios, the standard templates. At LendInvest,we lean into the ‘substance’. Whether it’s layered mezzanine debtor non-standard delivery, if the underlying logic is sound and theexpertise is proven, we’ll �ind a way to fund it. This project and thefacility we provided is a perfect example of why bespokestructuring will always outperform a one-size-�its-all approach.—Steve Larkin, Managing Director, Development Finance,LendInvest
SECURITY, SUBORDINATION AND EXIT DISCIPLINEFlexibility, however, was matched by rigour.LendInvest secured a �irst-ranking legal mortgage, debentures andshare charges. Crucially, a Deed of Subordination ensured that themezzanine and shareholder loans ranked behind the senior facility,preserving capital stack discipline.The exit strategy also set the deal apart from speculative development�inance. Instead of relying on open-market sales, the planned exit wasa re�inance into the borrower’s existing long-term rental portfolio: astabilised income-producing asset. To manage timing risk, the facilityincorporated a Noti�ication Event trigger at month 15 if satisfactoryHeads of Terms for the re�inance were not presented. This created athree-month buffer before maturity, ensuring early visibility on exitprogress and avoiding last-minute re�inancing pressure.This was not relaxed credit. It was structured credit.
THE BORROWER’S PERSPECTIVEFor developers operating in complex urban environments—particularly those working with listed buildings, phased regenerationor specialist asset classes—price is rarely the only consideration.



Speed matters. Certainty matters. But increasingly, structure mattersmost.Banks, constrained by capital rules and internal policy grids, oftenunderwrite to precedent. Non-bank lenders, by contrast, underwriteto project speci�ics.In Redcross Street, �lexibility in recognising planning uplift, calibratedguarantee levels, acceptance of a non-JCT delivery structure, and are�inance-led exit all combined to unlock a scheme that mightotherwise have stalled in committee.This scheme exempli�ies a broader shift. Developers are not movingbeyond banks because banks are uncompetitive on price. They aremoving because specialist lenders are better equipped to mirror thecommercial reality of modern development.
A MICROCOSM OF A WIDER TRANSITIONAt its core, this is not merely a story about GBP 10.7 million in Bristol.It is a story about how credit itself is evolving.As real estate becomes more operationally complex—blendingresidential, co-living, heritage conservation and institutional rentalstrategies—�inancing structures must evolve in parallel. The lenderwho can interpret nuance, calibrate risk and tailor capital accordinglywill increasingly win mandate over the lender who cannot.In Redcross Street, LendInvest did not simply provide funding. Itdesigned a structure. And in today’s development landscape, thatquiet distinction makes all the difference.

The LendInvest story is far from unique. Across the market, privatelenders are not just offering capital, they’re offering partnerships.Structured drawdowns, delayed amortisation, light-touch covenants andclause-by-clause �lexibility allow funding to grow alongside the project.As another specialist lender told me over coffee in Clerkenwell, ‘We don’tunderwrite on an Excel template. We look at the real-world challenges ofthe build and structure accordingly. Developers don’t need headaches—they need headroom’.



It’s this kind of thinking that marks the new generation of development�inance. Less about box-ticking, more about problem-solving. And it’s notjust for the big players: in most cases, it isn’t designed for them at all. It’sbuilt for smaller, nimbler developers navigating imperfect sites, uneventimelines and real-world complexity. SME developers—the lifeblood ofregional regeneration across many countries—are increasingly �indingthat it’s not the cheapest lender they need, it’s the one who’ll sit withthem through the messy middle.Of course, private credit isn’t a silver bullet. Not every lender takes ahands-on view and not every term sheet is as friendly as it looks. Butwhen done right—when the lender understands that builds don’t run onspreadsheets—the results can be a genuine game changer.In short, �lexibility is no longer a privilege reserved for the biggest playerswith revolving credit lines and balance-sheet muscle. It has becomecentral to how modern projects get built. And the lenders offering it areno longer operating in the shadows. For many developers, they are fastbecoming the default choice.But does �lexibility mean private lenders are taking on more risk? Notnecessarily. The best private lenders are forensic in their underwriting.They’re staffed by teams who not only understand the numbers, but havewalked the sites, spoken to contractors and stress-tested every movingpart of the deal. This deep, hands-on understanding allows them to buildin �lexibility without sacri�icing caution. If anything, their terms may bemore thorough at the outset than those of a high street bank, preciselybecause they want con�idence the project can carry through, even whenplans inevitably shift.That said, defaults do still happen. But when they do, these lenders aren’tscrambling. They typically have clear, pre-agreed routes to resolution andwill often step in early to work with the borrower to protect value on bothsides. In other words, �lexibility here isn’t recklessness, it’sresponsiveness, underpinned by rigorous discipline.
TAILORED SOLUTIONS FOR COMPLEX
PROJECTS



If we try to solve a twenty-�irst century housing crisis with twentiethcentury tools, we’ll keep falling short. Modular isn’t simply aconstruction technique, it’s a delivery system designed for speed,precision and lower carbon. But delivery innovation requires capitalthat understands different risk dynamics. Private credit has beenquicker to recognise that annuity-backed housing, built ef�iciently andsustainably, is infrastructure as much as development. With the rightpartners, we can deliver homes faster, more affordably and withdramatically lower operational and embodied carbon.—Craig White, CEO, Agile HomesWe’ve already seen how speed, digital �luency and �lexibility havepropelled non-bank lenders to the front of the queue for many developers.But there’s another, equally compelling reason they’re winning business:their knack for crafting funding solutions that are as individual as theprojects they back.Even when a traditional bank is still willing to entertain a developmentdeal—a prospect that’s growing rarer under the weight of tighterregulation and the rising cost of capital—they are rarely eager to backanything that strays beyond the neat con�ines of their lending criteria. Thereality is that the most interesting projects are often the ones that colouroutside those lines.In many cities, the squeeze on green�ield land has pushed developers tolook elsewhere. Brown�ield sites are attracting renewed attention, alongwith non-traditional plays like converting old churches into stunning newhomes and the increasingly popular airspace development model,building above what’s already there.It’s an ingenious way to add density without encroaching on green�ield orgreenbelt land. London, wrestling with its housing shortage, has become ahotbed for such schemes, with developers eyeing the rooftops as primereal estate. Across the pond, New York has taken the idea a step furtherwith its well-oiled market for tradable air rights, where the ‘sky’ above abuilding can be bought and sold, allowing towers to climb ever higher.
THE MODULAR HOUSING REVOLUTION



Another rising star in the development world is modular construction,part of the so-called Modern Methods of Construction (MMC). Modularconstruction is when components of a building are created off-site, in afactory. When completed, they can be transported to the site, assembledand bolted together in a matter of days. Its appeal is clear: speed, costcontrol, reduced reliance on scarce labour and the ability to meetincreasingly stringent sustainability targets. In short, it’s an ef�icient wayto create more homes, in less time and with lower costs. Technology isadvancing, the quality gap with traditional methods has narrowed and formany schemes it’s becoming the preferred route.But these kinds of projects—unconventional locations, unusualconstruction methods, layered exit strategies—often set alarm bellsringing in a bank’s credit department. For non-bank lenders, however,such complexity isn’t a warning sign; it’s an invitation.By digging deep into the detail and truly understanding the nuances of ascheme, these lenders can shape �inance to �it reality instead of forcingreality to �it the �inance. That might mean synchronising drawdowns tothe quirks of a modular delivery schedule, baking in breathing room for aplanning appeal or structuring repayments to dovetail perfectly withphased sales and lettings.In short, today’s non-bank lenders aren’t just making payments, they’reengineering �inancial frameworks that keep a project moving from �irstsketch to �inal sale, whatever twists and turns the journey takes.



AGILE HOMES: FUNDING MODULAR HOUSING
BEYOND THE BANKING TEMPLATE

WHEN HOUSING INNOVATION MEETS BANK CAUTIONIn the cautious of�ices of Britain’s high street banks, modular housingis being eyed a bit like a strange new dish on the menu: interesting,but not something they’re about to order. Too unconventional, toocomplex, too untested, too risky, too far outside the templates theirsystems were built for. Traditional lenders still prefer brick-and-mortar predictability, backed by decades of valuation comparables, inlocations that provide a sense of familiarity. Modular, with its off-sitefabrication and rapid assembly, doesn’t �it neatly into the tick-boxes ofbank credit committees.As one broker put it, ‘Some lenders are concerned by what they see asa disconnect between the manufacturer of the modules and the on-sitecontractor, and who takes responsibility for preparatory works,scaffolding, permits, licences and structural warranty management’.In other words, before a single spade hits the ground, underwriterswant to know exactly who’s doing what: and, most importantly, who’son the hook if it goes wrong. When the build is effectively scatteredbetween a factory �loor hundreds of miles away and a building sitesomewhere else, it’s not hard to see why some lenders feel a bitnervous.The modular sector and the institutional underwriting of it, after all, isstill maturing. And in an industry where risk is about as welcome asrain on a bank holiday, there are still too many ‘what ifs’ �loatingaround. What if the factory goes bust halfway through production?What if the module supplier collapses before the walls and roof panelsever make it to site? As the broker notes, even the insurance worldhasn’t quite caught up. Standard policies may exclude modular buildsaltogether or attach so many endorsements they’re barely worth thepaper they’re printed on.Then there’s the simple geography of it. With still relatively fewmodular factories dotted around the country—each with their own



bespoke designs—replacing one with another mid-project isn’t exactlylike swapping out a bricklayer. If the original manufacturer folds, thedeveloper might be left with a very expensive half-�inished jigsaw andno matching pieces in sight.But the real issue isn’t caution: it’s structural mismatch. Bank creditmodels were built for short-cycle, build-to-sell housing schemes, notlong-duration, indexed annuity structures or vertically integratedmodular delivery platforms.That structural mismatch has left parts of the market underserved,and it is into that space that non-bank capital has increasinglystepped, with Agile Homes positioned to serve that demand.
A FACTORY-LED MODEL BUILT FOR WHAT COMES NEXTFounded in 2019 by Craig White, an architect, entrepreneur andsenior lecturer at the University of West England, Agile Homes wasbuilt around a simple but radical proposition: that Britain’s housingand climate crises cannot be solved with yesterday’s constructionmethods or the �inancial structures that underpin them. From theirheadquarter in Bristol, Agile develops scalable, low-carbon homesusing factory-built, precision-engineered modular systems designedto reduce build time, cost volatility and embodied carbon.Agile’s modular homes can be deployed even on challenging terrain,illustrating the adaptability that traditional construction methodsstruggle to match (Figure 4.3).



FIGURE	4.3	Modular	Homes	Installed	on	Complex	Terrain
Source:	With	permission	of	Agile	HomesFor someone who combined architectural practice, research anddevelopment, manufacturing and academia, Craig has built anythingbut an academic project. His entrepreneurial �lair has alreadyattracted senior political support, with cabinet-level backing and draftlease documents now being passed between legal and fundingpartners as live schemes push towards delivery.



At the heart of Agile’s model is the combination of deep social purposeand �inancial innovation, uniquely enabling access to bothinstitutional private capital and new revenue models such as Carbon &Social Value Trading (CSVTs). Figure 4.4 shows one of Agile’scompleted low-carbon homes in situ, demonstrating how the �inishedproduct integrates seamlessly into existing communities.

FIGURE	4.4	Completed	Low-Carbon	Modular	Homes	Integrated
into	the	Community
Source:	With	permission	of	Agile	HomesFor me, this isn’t just about modular or �inance. It’s about aligningspeed, sustainability and social need and impact. When capital isstructured around long-term public bene�it rather than short-termexit cycles, you create space for better housing decisions, bettermaterials, better design and better outcomes for the people wholive there.—Craig WhiteThe model is compelling from a technical and a policy point of view.But it is less straightforward from a bank’s credit perspective.Factory production reduces construction timelines and alterscash�low dynamics. Figure 4.5 highlights how precision-engineeredmodules are craned into position on-site, reducing disruption and



compressing build schedules. Biogenic materials such as timber, strawand hemp challenge conventional valuation benchmarks. Socialhousing tenures introduce local authority counterparty exposure.Layered revenue streams—including carbon and social valuemonetisation—sit well outside standard lending frameworks.

FIGURE	4.5	Precision-Manufactured	Modules	Craned	into
Position
Source:	With	permission	of	Agile	Homes



We work in parts of the housing system that are under the greatestpressure: vulnerable residents, stretched local authorities andcommunities that need certainty, not delay. Modular allows us todeliver at pace. Private capital allows us to structure that deliveryaround long-term, indexed income streams with clear statutorybacking. This isn’t about novelty. It’s about reliability, proven buildsystems, durable cash�lows and aligned partners. When thoseelements come together, you don’t just build homes; you strengthenthe resilience of the wider housing ecosystem.—Craig WhiteFor many banks, that combination creates hesitation. Credit policy isbuilt around precedent. Modular delivery, carbon tokenisation andannuity-backed supported housing rarely feature in historical datasets.That’s where private capital stepped in, equipped to assess forward-looking cash�lows and structures that fall outside traditional banktemplates.The real shift isn’t from banks to private debt, it’s from project-by-project development to platform-based housing infrastructure.When income is long-term, index-linked and underpinned bystatutory need, housing starts to look less like speculative propertyand more like social infrastructure. That’s the lens institutionalcapital understands. Our role is to align construction, policy and�inance so that long-duration capital can support long-durationcommunity outcomes.—Craig White
INSTITUTIONAL CAPITAL STEPPED IN WHERE BANKS
WOULDN’TIn the summer of 2025, Agile entered a joint venture with AetherEnergy, an impact-led capital structuring platform. Together, theysecured a GBP 500 million institutional mandate from Phoenix Capitalto deliver housing across two urgent need categories: SpecialisedSupported Housing (SSH) for vulnerable adults with complex needs



and Temporary Accommodation (TA) for individuals experiencinghomelessness.The structure looked nothing like traditional SME development�inance. Instead of relying on senior bank debt supported byspeculative open-market sales, the capital was structured aroundquasi-governmental annuity income streams, underpinned by localauthority statutory obligations to provide housing under UK housinglegislation.This was not short-dated development risk. It was long-duration,income-backed credit. Rents are long-term, index-linked (CPI+1%)and designed to look like and to behave like liability-matching assetssought by pension funds and insurers: exactly the sort of exposurethat banks’ short-cycle development models aren’t built tounderwrite.For traditional banks used to build-to-sell cycles, this structure feltunfamiliar. But private debt funds are increasingly comfortableunderwriting these structures because they assess risk differently.Instead of focusing just on construction volatility, they analysecounterparty strength of local authorities, stability of supportedhousing cash�lows, indexation protection and portfolio-leveldiversi�ication.Furthermore, Agile’s vertically integrated model—from land assemblyto modular manufacture to alignment with specialist care providers—materially reduced execution risk and strengthened the credit case.
BUILDING AN EXPANDED REVENUE STACKBut Agile’s model goes further than rental income alone.Through its Carbon & Social Value Trading (CSVT) model, Craig andhis team capture and monetise measurable environmental and socialoutcomes generated through its modular system.On the one hand, carbon locked into biogenic materials is veri�ied andtokenised as credits. On the other hand, social value—includingemployment initiatives such as its ‘Prisoners Building Homes’programme—is quanti�ied using established proxy metrics linked tonational frameworks.



For lenders, these additional revenue layers function as a resilienceenhancer: lowering effective leverage, improving debt-servicecoverage and widening exit optionality. But they are treatedconservatively, never as primary security.Banks often discount such upside entirely because it sits outside theireligibility rules. Private credit can incorporate it, prudently andtransparently.The result is not looser credit, but broader credit (Figure 4.6).

FIGURE	4.6	Agile’s	Low-Carbon,	Timber-Framed	Modular
Homes	in	Operation
Source:	With	permission	of	Agile	Homes

A DIFFERENT DEVELOPMENT MODEL AND A DIFFERENT
FUNDING PARTNERAgile’s delivery model also challenges traditional assumptions.Public land secured at discounted rates, modular construction thatreduces labour reliance, and distributed manufacturing—includingprison workshops and community facilities—help reduceconcentration risk.



Unlike a typical SME developer reliant on plot sales, Agile behaves likea pipeline originator for institutional capital: assembling land,structuring projects and delivering homes through a scalable platform.Private credit is better suited to underwriting that kind of repeatable,platform-driven pipeline than banks reliant on prescriptive build-to-sell models.
CIRCULAR FINANCE AND LONG-TERM CAPITALAgile’s partnership with Jeremy Leggett under the Nature Prosperitybanner pushes the model even further, linking regenerative forestry,carbon sequestration and modular housing into a circular supplychain.From ‘�ield and forest to front door’, UK-grown materials areintegrated into ultra-low-carbon homes. Carbon is stored physicallywithin the built asset. Social and environmental outcomes aremeasured, monetised and reinvested.For private debt investors, the appeal lies not in novelty but in riskdiversi�ication: regenerative land strategies support long-term assetresilience, carbon monetisation enhances revenue stability and policyalignment reduces regulatory risk.The result is a blended-value structure capable of supporting long-duration, income-focused capital, the kind increasingly allocated byinsurers, pension funds and impact-led private credit vehicles.

Agile’s story underlines a recurring theme in modern development�inance: innovation in the built environment rarely fails for lack ofdemand: it fails for lack of �lexible capital. Modular housing, social impact,off-site manufacture and unconventional delivery models all situncomfortably within traditional lending frameworks. Non-bank capital,by contrast, has shown a growing willingness to fund ideas that don’t yethave decades of precedent behind them, provided the logic, governanceand execution stack up. And modular construction is only one frontierwhere this matters. In dense cities, the next challenge is not how to buildfaster, but where to build at all. That question has led developers to look



upward, into the unused air above existing buildings, a space banks havebeen just as reluctant to �inance.
THE RISE OF AIRSPACE DEVELOPMENTOne of the fastest-growing—yet most bank-shunned—trends in propertydevelopment is airspace building. It has all the makings of a clever urbansolution: take the unused air above an existing block and turn it intohomes worth a small fortune. On paper, it’s brilliant. In reality, it’s a bitlike trying to renovate your loft while the family’s still eating dinnerdownstairs: intricate, delicate and riddled with opportunities for things togo wrong.For developers working on airspace and non-standard builds,traditional banking simply isn’t structured for the practical realities oftoday’s market. Banks were designed for predictability; theyunderwrite what they know, not what is novel. In contrast, non-bankand specialist lenders understand the nuanced risk and value incomplex property deals. They move faster, tailor �inance to real projecttimelines and are willing to underwrite ideas conventional lenders stillstruggle to price. That is why developers are increasingly choosingthem: they offer clarity and certainty when the product itself isanything but standard.—Richard Benson OBE, Director, Tay Developments & InvestmentsAirspace development is notoriously tricky due to a combination oftechnical and legal hurdles. Structurally, many buildings simply weren’tdesigned to carry the weight of extra �loors, meaning engineers mustassess, reinforce and essentially teach the old building a few new tricksbefore any bricks can be laid. Then there’s the �iddly business of extendingelectricity, gas, water and telecoms up into the new space, all whilekeeping the original occupants happy and, preferably, still on speakingterms with the developer.The legal side is no gentler. Negotiating with freeholders, wrangling‘rights to light’ from leaseholders, securing party wall agreements withprickly neighbours: and that’s before you even get to the Byzantine maze



of planning permission. Each stage is a potential banana skin, capable ofsending a project sliding weeks, months or even years behind schedule.With all this in mind, it’s no surprise high street banks won’t go anywherenear these projects. The combination of risk, complexity and the absenceof a tidy precedent means airspace schemes are �irmly in the ‘computersays no’ category. For developers without a proven track record in thisniche, bank funding is about as likely as hitting the lottery jackpot twice ina row.



KHK CAPITAL: TURNING EMPTY AIR INTO PRIME
HOMESAirspace developments are a perfect example of value hiding inplain sight. The land is already there: it’s simply above our heads.But unlocking it requires lenders who are comfortable withunconventional structures, complex planning frameworks and thepractical realities of building above occupied homes.—Scott Harris, Director, KHK Capital
UNLOCKING VALUE ABOVE THE ROOFLINEIn the quiet suburban streets of Pinner in North West London stoodCornwall Court, a typical 1960s apartment block comprising twelve�lats arranged across three �loors (Figure 4.7). The building sat in adesirable residential neighbourhood known for its village atmosphere,green spaces and convenient access to central London.

FIGURE	4.7	Cornwall	Court	Before	Airspace	Development
Source:	Photo	by	KHK	Capital



Yet what Cornwall Court lacked in architectural distinction, itpossessed in something far more valuable: unused air.Like many buildings of its era, the block had a pitched roof andsigni�icant structural capacity. Above the top �loor lay a roof void andairspace that represented latent development potential.For decades it remained untouched. But by the early 2020s—asLondon’s housing shortage intensi�ied and development land becamescarcer—developers began to look upward. And Cornwall Courtoffered exactly that opportunity.
AIRSPACE OPPORTUNITYPlanning permission was granted by Harrow Council in February 2021for an additional storey to be built above the existing building. Theproposal involved removing the existing roof, extending the building’selevations upward and building a new residential �loor beforereinstating the roof structure above.The new level would provide four apartments, each designed with agross internal area of approximately 61–64 square metres andcon�igured as two-bedroom homes with open-plan living spaces.Importantly, the development required no additional land purchase.The entire scheme would sit above the existing building footprint.This is why airspace development has gained momentum across citieslike London. It allows developers to create new housing withoutconsuming green�ield land, intensifying urban density while utilisinginfrastructure that are already in place.Yet despite its conceptual simplicity, airspace development is rarelystraightforward.
COMPLEXITY ABOVE THE ROOFBuilding above an occupied residential block presents a whole set oftechnical and �inancial challenges.Structurally, engineers need to con�irm that the existing building cansupport additional loads or determine what reinforcements areneeded. Planning authorities also need to assess impacts on



neighbours, natural light and visual appearance. Additionally,developers need to manage construction logistics while residentscontinue living below.Even accessing the construction site can be complicated. At CornwallCourt, the plan was to scaffold the building externally and use a goodslift to move materials, minimising disruption to residents while workscarried out above them.These factors contribute to the unique risk pro�ile of airspaceschemes. They are rarely large developments. They often involvespecialist structural work. And construction takes place within theconstraints of an existing building instead of on an empty site.For traditional lenders, this complexity can make underwriting verychallenging. For specialist lenders and development �inanciers,however, these constraints are precisely where opportunity lies.
FINANCING THE SKYBefore construction began, the roof space itself had to be valued as adevelopment asset. The valuation undertaken in 2023 assessed themarket value of the 999-year leasehold interest in the roof space andairspace above the building, assuming the bene�it of planningpermission and vacant possession.This type of asset is unusual. Unlike conventional land, its valuedepends almost entirely on the feasibility of the proposeddevelopment. Surveyors therefore relied on a residual developmentappraisal, estimating the completed value of the proposed �lats anddeducting construction costs, professional fees and developer pro�it toarrive at a residual value for the airspace.The appraisal assumed construction costs of roughly GBP 600,000 todeliver the additional �loor and a build programme of nine to tenmonths. Local market conditions were supportive, with strongdemand for owner-occupied �lats in the area and an anticipated salesperiod of around three to six months once the homes were completed.The valuation concluded that, despite the niche nature of airspacedevelopments, demand from developers for such opportunities wasrobust. Sites like Cornwall Court could be sold to alternative



developers within six to nine months, even though the marketremained relatively specialised.
FROM AIRSPACE TO HOMESConstruction started with the removal of the original roof structure.The building’s elevations were then extended upward, creating a newtop �loor before the roof was rebuilt above it. When completed, theadditional storey blended visually with the existing structure whiledelivering four modern apartments, as shown in Figure 4.8.

FIGURE	4.8	Cornwall	Court	After	Airspace	DevelopmentBy late 2024, the homes were �inished and brought to market. Each�lat offered contemporary interiors and open-plan layouts designed toappeal to both owner-occupiers and the rental market. The units werecompleted to a high speci�ication and quickly attracted tenants.The four apartments achieved a combined market value ofapproximately GBP 1.55 million, with individual units valued betweenGBP 400,000 and GBP 415,000.



Rental demand was also strong. Together the �lats generated a totalannual rental income of GBP 103,200, with individual rents rangingbetween GBP 2,400 and GBP 2,500 per month.For a development that had effectively begun as unused roof space,the transformation was remarkable.
THE ECONOMICS OF AIRSPACEWhat makes projects like Cornwall Court particularly compelling isthe relationship between land cost and value creation. Because thedevelopment takes place above an existing building, the ‘site’ can oftenbe acquired at a fraction of the cost of traditional development land. AtCornwall Court, this meant four new homes could be created withoutpurchasing additional land, while the new �loor added signi�icantcapital value to the building itself. Once completed, the �lats not onlyenhanced the overall asset value but also generated both rentalincome and sale potential.For cities struggling with housing shortages, this model has clearadvantages. It increases housing supply while preserving scarce landresources and existing neighbourhood character.
WHY BANKS HESITATEDespite the clear economics, airspace developments remain dif�icultto �inance through traditional lenders.The reasons are familiar. Projects are often too small relative to thesize of bank lending programmes. Construction risks are atypical,involving structural adaptation instead of ground-up development.And planning frameworks vary between boroughs, introducingfurther complexity.From a credit committee perspective, these deals rarely �it standardunderwriting models. Specialist lenders and private credit providers,however, tend to approach them differently. Instead of relying solelyon historical comparables, they assess the engineering feasibility,planning certainty and local market demand. In other words, theyunderwrite the project itself, not just the template.



WHY THIS CASE MATTERSThe Cornwall Court development illustrates an important shift inmodern real estate �inance. In mature cities where land is scarce, themost valuable opportunities increasingly lie not in empty plots but inre-imagining existing buildings.Airspace developments represent one of the clearest examples of thisshift. They require imagination from developers, �lexibility fromplanners and—perhaps most importantly—lenders willing to fundprojects that fall outside conventional development models.For KHK Capital and similar investors, the lesson is simple. Sometimesthe most valuable development land isn’t land at all. Sometimes it’sthe empty air above a roof.
Airspace schemes like this underline a broader truth about moderndevelopment �inance: value increasingly lies in complexity not conformity.As cities grow denser and sites grow scarcer, the most compellingopportunities are often the ones that don’t �it legacy lending models. Non-bank lenders, by structuring capital around the realities of the buildinstead of the comfort of precedent, are making these projects possible.
NEW LIFE FOR OLD CHURCHESBut modular builds and airspace schemes aren’t the only projects that geta swift ‘No’, from the banks. With green�ield plots harder to �ind than anempty lounger at a pool in high season, more developers are casting theireyes towards church conversions. It’s a trend that ticks both the practicaland the fashionable boxes: reimagining existing buildings while tappinginto the growing appetite for homes with character. And with theirsoaring windows, vaulted ceilings and architectural quirks, formerchurches can command a handsome premium.But while buyers may be queuing up, lenders rarely are. Converting achurch is not for the faint-hearted, nor for the risk-averse creditcommittee. As one developer quipped to me—and he wasn’t beingmetaphorical—‘once you start digging under a church, God knows howmany skeletons you’ll �ind’.



The next case study shows how lenders sometimes have to lookbackwards as well as forwards. Converting historic religious buildingsinto homes demands a different kind of judgement: balancing heritagepreservation with modern housing needs, and �inancing projects wherearchitectural sensitivity and community impact matter as much as bricks,mortar and spreadsheets.



LOWRY CAPITAL: CONVERTING CHURCHES INTO
HOMES

A CHURCH WITH A SECOND LIFEIn Manchester, an enterprising developer acquired an old Methodistchurch at auction, a building with real character and a clear path toresidential reuse. Planning permission was already in place totransform the structure into eight �lats, but there was a ticking clock:the developer had �inanced the site purchase with angel capital andthat funding now needed repaying or risk derailing the entire project(Figure 4.9).

FIGURE	4.9	Former	Methodist	Church	in	Manchester	Prior	to
Residential	Conversion
Source:	https://www.lowrycapital.co.uk/case-study/funding-for-the-conversion-of-
a-former-church-into-8-�lats-manchester

https://www.lowrycapital.co.uk/case-study/funding-for-the-conversion-of-a-former-church-into-8-flats-manchester


That’s where Lowry Capital, a Manchester-based specialist non-banklender, stepped in with precision and speed. Within just 18 workingdays, Lowry advanced GBP 117,000 to clear the angel investment,giving the developer the breathing room necessary to push ahead withconstruction without compromising timelines.
WHEN HERITAGE MEETS LENDING CONSTRAINTSSome of the most socially valuable schemes are also the hardest to�inance. Converting a church into homes or community space canbreathe new life into a building that has stood empty for years,preserving heritage, revitalising high streets and adding much-needed housing.Yet these projects rarely �it neatly into standard lending criteria.The irregular layouts, the listed status and the layered planningconditions make them complex to underwrite. Many traditionallenders simply don’t have the appetite for that kind of nuance.Specialist private lenders, however, are often willing to engage withthe detail, and that willingness can be what turns a boarded-upbuilding into a working asset again.—Property developer
UNLOCKING HERITAGE THROUGH FLEXIBLE CAPITALBy unlocking liquidity quickly and aligning �inancing with the rhythmof the redevelopment, Lowry enabled a heritage asset to be given anew lease on life as much-needed housing. For the developer, it meantcontinuity and momentum; for the neighbourhood, it meant a piece ofthe city reborn instead of left to languish.

The stories told so far are not outliers. They are just the most visible edgeof a much wider shift that has been unfolding across the developmentlandscape. Modular housing, airspace schemes and church conversionsmay grab the headlines, but they are not alone in relying on private capitalto get off the ground. As we saw in Chapter 2, there is a growing list ofprojects that would never have made it beyond the drawing boardwithout non-bank �inance stepping in. Care homes, once a staple of



relationship banking, are nowadays considered too operationallychallenging for banks. Old factories are being reborn as housing onlybecause specialist lenders are willing to look past soot-stained bricks andsee future value. New living formats—co-living, micro-living, purpose-built student accommodation—regularly fall foul of outdated credittemplates.In each case, it is not a lack of demand that holds projects back. It is a lackof lenders willing to engage with anything that doesn’t look likeyesterday’s deal. And increasingly, it is private capital—�lexible, forensicand commercially minded—that �ills the gap where banks once stood.Which brings us back to the question at the heart of this chapter: why aredevelopers turning away from banks? The answer is disarmingly simple.In today’s market, the most viable opportunities in real estate no longersit within the neat boundaries traditional lenders were built to serve. Andwhen capital won’t stretch to meet reality, developers don’t wait around.They turn, instead, to specialist non-bank lenders and private capital, notout of preference, but out of necessity.
A BROADER TOOLKIT FOR DEVELOPERSFor many developers, the shift away from banks hasn’t just been aboutaccess to capital. It’s been about the experience of getting it. In contrast tolegacy lenders—where �inancing can feel like a slow, opaque processconducted through layers of intermediaries—today’s private lendersincreasingly offer something closer to a toolkit than a term sheet—partcapital, part technology, part insight—designed to help developers movefaster, make better decisions and understand their own projects moreclearly along the way.One mid-sized developer I spoke to, active across the Midlands, put itsimply: ‘With the bank, I spent months explaining my own project back tothem. With the private lender, the system showed me what worked, whatdidn’t and why, before we’d even agreed the loan’. What surprised himmost wasn’t the speed of the credit decision, but how clearly the processsurfaced the pressure points in his scheme: cost overruns, sensitivity todelays and the impact of different exit timings on cash �low.



This contrasts to the journey with legacy lenders. It’s the opacity. Thepaper trails. The weeks of silence followed by a last-minute creditcommittee decision that bears little resemblance to the conversationsheld on site months earlier. The sense that the lender never quiteunderstood the project, or worse, never really tried to.That clarity offered by non-banks is increasingly delivered throughtechnology. Many digital-�irst lending platforms have built proprietarycredit analytics tools that allow lenders—and borrowers—to modeldownside scenarios in real time. Developers can see how changes in buildcosts, interest rates or sales velocity affect debt service and covenantheadroom long before those risks materialise on site. Instead ofdiscovering problems six months too late, they’re stress-tested upfront.Digital drawdown platforms now link funding releases directly to veri�iedbuild milestones, reducing friction and uncertainty. Live dashboards trackloan-to-cost, interest accrual and contingency usage, replacingretrospective reporting with real-time visibility. Some lenders evenintegrate planning timelines and sales pipelines into their monitoringtools, aligning �inance more closely with the realities of developmentinstead of forcing projects into rigid schedules.From the borrower’s perspective, this shift is tangible from day one.Digital onboarding replaces endless document chases. Real-timedashboards show where a loan sits, what’s been drawn, what’s availableand what milestones are coming next. Drawdown requests are trackedtransparently, not lost in inboxes. Covenants are visible, measurable and—crucially—explainable.But the real value goes deeper than convenience.By structuring their platforms around granular, project-level data,specialist lenders often end up giving developers clearer visibility intotheir own businesses than they’ve ever had before. Cash�low sensitivity,interest roll-up, build-cost in�lation, exit assumptions, all laid out in a waythat allows developers to stress-test decisions before the market does itfor them.That transparency changes behaviour on both sides of the table.Developers arrive better prepared, clearer on their own assumptions andconstraints. Lenders, in turn, can underwrite with greater con�idence: not



because they’re taking less risk, but because they can see it earlier andmanage it more intelligently.In some cases, these platforms even help developers articulate �inancingneeds they hadn’t fully crystallised. A scheme that initially looks like itneeds a simple bridge may, once modelled properly, bene�it from stagedfunding, interest deferral or a hybrid structure that aligns more closelywith sales velocity or planning risk. The technology doesn’t replacejudgement, it sharpens it.This is where the borrower’s experience begins to diverge most starklyfrom traditional banking. Instead of being handed a take-it-or-leave-itterm sheet late in the process, developers are increasingly co-creatingfunding structures alongside lenders, informed by live data, evolvingassumptions and an honest assessment of what the project actually needsto succeed.For developers operating in a world of tighter margins, political planningrisk and construction uncertainty, that support can be as valuable as thecapital itself. It reduces friction. It saves time. And it restores a sense thatthe lender is working with the project, not simply judging it from afar.In that sense, the shift away from banks is not just about who is willing tolend. It is about who is equipped to engage with the modern realities ofdevelopment. Capital still matters. But increasingly, it’s the tools wrappedaround it that make the difference between a deal that drags—and onethat gets built.
RELATIONSHIP-DRIVEN LENDING IN A
TRANSACTIONAL WORLDWhat really distinguishes non-bank lenders in development �inance isthe relationship-driven approach. By focusing on the project’s visionand understanding the challenges developers face, they provide notjust funding but a sense of partnership that helps projects moveforward con�idently’. —Mark Roberts



Dan Eaton is not your run-of-the-mill property developer. For starters,he’s a strikingly young man in a �ield still dominated by men old enough toremember the last three housing cycles, men with decades of bricks-and-mortar experience behind them. His own professional pedigree couldn’tbe more different: an ex-military communicator turned managementconsultant, with a career focused on business transformation and large-scale IT change. Dan was far more at home building operating models andreshaping organisations than pacing around a muddy construction site insteel-toe boots.Yet he walked away from that high-�lying career to start from scratch inproperty. When I �irst met him in 2018, he was taking his �irst tentativesteps in the sector. Fast-forward to today and Dan’s built a multi-million-pound portfolio across the East Midlands, specialising in something bothpractical and profoundly human: turning tired, derelict industrial andcommercial buildings into high-quality co-living spaces for youngprofessionals.His funding journey has been as unconventional as his career path.‘At the start’, he recalls, ‘I had no choice but to go to non-bank lenders. Mylack of experience meant the banks wouldn’t even entertain me. It wasn’tthat I chose them, it was that they were the only ones who’d give me thetime of day’.But success changes the game. As his projects started winning awards, thesame banks that once turned him away began courting his business. Heborrowed from a few, and promptly went back to non-bank lenders. Thistime, not because he had no options, but because he preferred them.The difference, he explains, is night and day. Where banks keep borrowersat arm’s length, with layers of opaque process and box-ticking, many non-bank lenders invite the developer straight into the room with thedecision-makers. There’s a conversation, not just a checklist. A meeting ofminds, not just a submission of forms.This approach is increasingly being supercharged by technology. At somenon-bank lenders, ML, vast datasets and cloud computing are slashing thetime and cost of in-depth credit analysis, the kind of forensic work thatused to be reserved for multi-billion-pound corporations. Now,underwriters can spend less time buried in spreadsheets and more time‘under the bonnet’ of a borrower’s business.



The result? Facilities that are genuinely built around the project’s quirksand timelines, not bent to �it rigid templates. Lenders walk into meetingswith a deep understanding of the business and its sector. Conversationsare sharper. The focus shifts from bureaucratic back-and-forth to the heartof the matter: structuring the right deal, at the right time, for the rightborrower.For developers like Dan, that’s more than a better borrowing experience:it’s a partnership.
Beyond	 Banks:	 The	 Rise	 of	 Private	 Debt	 in	 Real	 Estate	 Finance, First Edition. Roxana Mohammadian-Molina.© 2027 John Wiley & Sons Ltd. All rights reserved, including rights for text and data mining andtraining of arti�icial intelligence technologies or similar technologies. Published 2027 by John Wiley &Sons Ltd.



CHAPTER 5
How Technology Reshaped Private Credit

FROM HANDSHAKE TO PLATFORMJoseph Safra, the Lebanese-Brazilian billionaire often described as theworld’s richest banker, was known to approach banking with advicepassed down from his father: ‘Always look customers in the eye, for eyestell more than balance sheets’. That philosophy shaped generations oflenders. Banking was built on judgement, conservatism and an instinctivedistrust of anything that appeared to distance the decision-maker fromthe borrower.Nowhere was this more palpable than in property �inance. For decades,real estate lending was de�ined less by technology than by relationships.Innovation was often considered a dirty word, viewed with suspicion,even disdain. Economists famously labelled real estate ‘the backwardindustry’, a sector slow to modernise and reluctant to digitise processesthat relied on human assessment and local knowledge. The industry haslong worn the tag conservative, and in many corners, it still �its.As we have already seen, traditional lenders were institutionsencumbered by legacy systems whose processes were fraught withinef�iciencies, manual work�lows and lengthy approval timelines thatfrustrated borrowers and credit teams alike. Things have of courseevolved, but even today, property lending remains one of the least digitallydisrupted pockets of global �inance. Ask most developers and they will tellyou how credit decisions are still largely shaped by local knowledge,personal relationships and the quiet judgement of experienced �inancierswho know their borrowers, their markets and—crucially—theircollateral.But the industry is slowly changing. The retreat of banks from real estatelending did more than create a funding gap. It exposed a deeper structuralchallenge: modern real estate markets had become too complex, toofragmented and too fast-moving to be intermediated using analogue tools.



As private capital stepped in to �ill the gap left by bank balance sheets, itdidn’t just replicate those old structures with different capital. Instead, itarrived with an ambition to modernise lending itself. In that sense, therise of real estate private credit and the integration of technology intocredit markets have evolved tandem. A new generation of private creditlenders is steadily rewriting the rulebook: digital-�irst �irms unburdenedby legacy systems, paper-based processes and institutional inertia.
PROPTECH COMES OF AGEPrivate lenders had the advantage of starting afresh. Without decades ofinherited processes, each step in the lending chain was open to redesign.Origination, underwriting, due diligence, documentation and end-to-endcase handling no longer had to rely on paper �iles, email trails andinstitutional memory. Instead, they could be rebuilt around data,automation and platforms designed for speed and scale.FinTech platforms, AI and data-driven tools for origination, underwritingand portfolio management have moved from the margins of real estate�inance to its operational core. Not as substitutes for judgement, but asforce multipliers that allow private credit to operate at institutional scalewhile retaining discipline, transparency and speed.The shorthand term that has come to describe this shift is PropTech. At itssimplest, PropTech refers to the application of technology to real estate,but in practice, it is less about shiny front ends and more aboutinfrastructure. It is the plumbing underneath modern property �inance:the systems that pull in the data, bring consistency to decision-making,�lag risks and connect borrowers, brokers, lenders and investors in realtime.In the context of private credit, PropTech includes platforms thatautomate deal origination, decision engines that encode credit policy,analytics that monitor portfolios continuously and digital work�lows thatcompress months into days. These tools have become integral to how non-bank lenders compete.In retrospect, real estate private credit was always a natural candidate forthis kind of technological disruption. The asset class is tangible,repeatable and deeply data-rich, even if much of that data historically sat



unused. What PropTech, FinTech and modern analytics have done is notreplace judgement but extend it: bringing structure to intuition and scaleto experience.This chapter explores how that transformation is disrupting each link inthe lending chain—how tech is reshaping origination, underwriting, duediligence, portfolio monitoring and asset management—and whytechnology has become the quiet infrastructure underpinning the next eraof real estate private debt.
THE PLATFORMISATION OF DEAL
ORIGINATIONFor decades, real estate loan origination was largely about being in theright rooms. Opportunities came about through broker networks, repeatborrowers or long-standing banking relationships. As one lender once putit, much of the business ‘happened over a few pints at the pub’. It was asystem that rewarded loyalty and friendship, and put real strain on theindustry’s livers. Not coincidentally, it was a highly male-dominatedindustry.That is now changing as technology has quietly widened the room, andmoved dealmaking out of the pub and into the platform. Marketplaces,APIs, aggregators and work�low platforms with matchmaking features areemerging as the primary drivers of this transformation by streamliningthe entire process of creating and processing new loans, from initialapplication through funding. Digital marketplaces and data-drivensourcing tools can now streamline application processing by aggregatingopportunities that once sat in local inboxes and informal conversations.Developers who previously relied on a handful of trusted broker orlenders are now able to submit the same deal to multiple lenders. Whatwas once an opaque, relationship-driven funnel has become wider, moretransparent, and unsurprisingly more competitive.As Ian Humphreys, Founder and CEO at Brick�low, observes, the shift hasnot replaced relationships but scaled them. ‘Technology hasn’t removedtrust from origination’, he notes. ‘It’s allowed lenders and borrowers toengage earlier on substance instead of access’. In other words, platforms



have changed who gets into the room, not the fact that a real conversationstill needs to happen once they are there.Underpinning this shift is a fairly simple but powerful tech stack. APIs pulldata from broker systems and borrower portals into centralisedplatforms. Cloud-based Customer Relationship Management (CRM) toolstrack repeat borrowers and intermediaries at scale. Rule-based enginespre-screen deals against lender mandates on leverage, asset type,geography, risk appetite and pricing. Machine Learning (ML) models arelayered on top, trained on historical deal outcomes to �lag combinations ofborrower pro�ile, location and structure that deserve closer attention. AItools extract key data from credit packs, valuation reports and �inancialmodels in seconds, compressing what once took hours into minutes.Crucially, none of these tools decide whether a deal should be funded. Butthey ensure that human judgement is applied to a far better-curateduniverse of opportunities. For lenders, it’s a game changer. It meanstechnology acts as the �irst �ilter, so originators now spend less time�inding deals and �iltering them and more time applying judgement whereit actually adds value.



BRICKFLOW: FROM THE PUB TO THE PLATFORM

THE OLD NETWORK-DRIVEN DEAL FLOWFor much of modern real estate �inance, access was everything. Notaccess to data or platforms, but to people. Deals circulated throughfamiliar channels: a trusted broker, a long-standing lender, aconversation had quietly and informally long before any credit paperwas written. For those inside the network, it worked well enough. Forthose outside it, opportunity could remain frustratingly out of reach.Brick�low was built to challenge that dynamic, not by removingrelationships from the process, but by widening the doorway throughwhich deals could enter.Founded with the explicit aim of modernising how bridging loans,commercial mortgages and development �inance is sourced, Brick�lowoperates as a digital origination platform connecting brokers,borrowers and specialist lenders in one central marketplace. At itscore is a simple proposition: take the fragmented, relationship-heavyfront end of real estate lending and give it structure, visibility andspeed, without stripping away human judgement.We’re not trying to replace relationships, those remain central toproperty �inance. What we’re doing is giving those relationshipsbetter information. By analysing hundreds of thousands of datapoints every week on lender mandates and deal characteristics, theplatform becomes better at matching opportunities with lenderswho genuinely want them.—Ian Humphreys
FIXING THE ORIGINATION BOTTLENECKThe inef�iciency of the traditional process is striking. Lenders typicallyfund only one in every 25 to 100 deals they review, meaning the vastmajority of time spent by brokers and credit teams is absorbed byopportunities that never proceed. Dozens of conversations, emails andcredit packs circulate before a lender with the right mandate is evenidenti�ied.



Brick�low’s model is designed to solve precisely that problem. Inpractice, that means replacing dozens of parallel conversations with asingle, standardised digital submission. Brokers upload a deal onceonto a digital data room—including asset details, capital stack,location, exit strategy and borrower track record—and Brick�low’splatform instantly matches it against the live mandates of a wide panelof lenders. Criteria that once lived in lenders’ heads or PDF creditguides—leverage limits, asset preferences, geographic constraints,appetite for planning or development risk—are codi�ied into theplatform’s logic.What used to take days of phone calls now happens in minutes.
DATA-DRIVEN MATCHMAKINGBehind the scenes, Brick�low’s technology stack does much of theheavy lifting. APIs pull in deal data and distribute it securely acrosslender dashboards. Rule-based engines pre-�ilter opportunities solenders only see transactions aligned with their mandate. Document-handling tools standardise submissions, reducing the friction thatoften slows early-stage underwriting.And as volumes grow, the platform becomes smarter. Brick�low nowprocesses and stores more than 200,000 data points every week onlender preferences, deal characteristics and transaction outcomes.That constantly expanding dataset allows the platform to re�ine howdeals are matched to lenders, improving the quality of introductionsand increasing the likelihood that a project lands with a fundingpartner whose mandate genuinely �its.For decades, development �inance has operated through informalnetworks: a broker calling around, lenders reviewing dozens ofdeals that were never really a �it in the �irst place. When youconsider that most lenders fund only one in every 25 to 100 dealsthey see, the inef�iciency becomes obvious. Brick�low’s goal issimple: get the right deal in front of the right lender the �irst time.—Ian Humphreys



UNDERWRITING IN THE DIGITAL AGEFor lenders, underwriting acts as the gatekeeper for sound lendingdecisions. It is the credit decision-making process where the lender formsa view on whether to lend, how much, on what terms and at what price. Inother words, it is the part where the lender asks: ‘Is this a risk we arewilling to take and if so, under what structure?’Underwriting is the most delicate craft in real estate lending: part instinctand part science. It involves a complete assessment of potential lendingopportunities to determine their risk/reward pro�ile. The bestunderwriters, the ones who command outsized trust (and paycheques),are valued because they understand nuance. They know how to read asponsor’s track record between the lines, sense when a location’s risks areunderstated, form a view on exit strategies, get a feel of asset liquidity orrecognise when a valuation that looks ok on paper feels overstretched inpractice.As one senior underwriter told me: ‘There’s no piece of tech powerfulenough to replace the power of walking a site with the developer andassessing the risks’. Indeed, there are myriad elements that could impactthe outcome of a property project that would be very hard for tech to pickup. For example, he told me, site access:I recently worked on a deal that looked perfect on paper: location wasgreat, valuation stacked up, build cost sounded reasonablyconservative. But once I started walking the site with the developer, Iinstantly picked up a major issue that wasn’t immediately obvious at�irst: site access. The site had a very narrow access and was adjacent toa government-run supported living facility for vulnerable individuals.This could cause clear issues and indeed affected the way we saw thedeal. Ultimately, we still funded the project, but we offered a lower LTVto mitigate the risks.It is precisely because underwriting is so judgement-led that one questionhas long lingered over the industry, asked quietly and often sceptically:can—or should—algorithms ever replace the judgement of anexperienced underwriter?The answer, at least so far, is a clear no. But that doesn’t mean technologyhas left underwriting untouched. Its in�luence has simply been more



subtle, or in banking jargon, back of�ice led. Technology is helping humanunderwriters make better, faster decisions, not replacing them. Forexample, platforms like nPlan have developed machine learning softwaredesigned to enable lenders to predict the outcomes of constructionprojects and de-risk them accordingly. Others, such as LandTech,centralise planning data, comparables, ownership records and local policyinto a single system, giving lenders clearer early-stage visibility andallowing underwriters to assess planning and development risk with fargreater con�idence and speed.That said, one of the main uses of technology in underwriting has focusedon doing something deceptively simple: pulling everything together. Thatis because real estate underwriting has always been data-heavy, buthistorically that data was fragmented and cumbersome: valuation reportslocked in PDFs, lease schedules spread across spreadsheets, cash-�lowassumptions buried in email chains, borrower information stored in half-remembered folders on shared drives. Decisions were not slow becauseunderwriters lacked insight, but because assembling a coherent dealpicture took time and effort. That is why platforms such as nCino begancentralising property, borrower and market data into single, structuredsystems. The impact was immediate. Friction fell, timelines compressedand credit committees became faster and more consistent. Deals were nolonger lost in translation between teams or reshaped by whicheverspreadsheet happened to be most recently updated.As one senior product lead at a digital work�low management platformputs it: ‘We’re not trying to tell lenders what the right answer is. We’retrying to make sure everyone is looking at the same facts, at the sametime, with the same assumptions, so judgement is exercised deliberately,not accidentally’.Only once the data was organised did analytics begin to layer on top.Comparable transactions, market-rent trends, vacancy dynamics, planningand zoning risk and sponsor behaviour across cycles were surfacedalongside the core underwriting case. Increasingly, integrations withexternal data providers and project-management platforms allowconstruction progress, cost overruns and leasing velocity to feed directlyback into credit �iles in near real time. What emerged was not anautomated yes or no, but a more complete picture of risk.



In this new model, technology acts like a second set of eyes: tireless,unemotional and capable of spotting patterns that human judgementmight miss. It �lags anomalies, highlights correlations and stress-testsassumptions across multiple scenarios at once. But it stops short ofmaking the decision. That responsibility still sits with the humanunderwriter, whose role has subtly shifted from assembling informationto interrogating it.In that sense, tech has not replaced underwriting; it has professionalisedit. Judgement remains at the centre of the process, but it is now supportedby cleaner data, broader context and tools designed to reduce blind spots.In a market where speed matters but mistakes are costly, that balance hasbecome one of private credit’s quiet, but decisive, competitive advantages.



LANDBAY: FAST DECISION SERVICE

TECHNOLOGY AS INFRASTRUCTUREAs we’ve already seen in Chapter 3, Landbay began life in 2014 as aP2P lender. Today, it is a technology-led institutional platform throughwhich pension funds, insurers and asset managers deploy billions intoresidential mortgages. How did Landbay get here? When I met thecompany’s Chief Operating Of�icer, Julian Cork, it was immediatelyclear that the answer is partly technology. At Landbay, tech is not asupport function built onto a lending business; it is the infrastructurethat makes the business viable at scale. The sheer size of thecompany’s tech workforce makes the point clearly: nearly 40% of itsemployees sit in technology roles, a ratio that would look unusual in atraditional property lender, but entirely logical here.At the centre of this architecture sits one of Landbay’s most importantpieces of intellectual property: its proprietary decisioning service. Itensures that every case entering the system is assessed against thesame rules, data sources and product parameters, long before anunderwriter even becomes involved. In a market where delaystypically stem not from big decisions but from thousands of smalladministrative frictions, the decisioning engine creates consistency:bringing order to the inputs, highlighting instantly what’s missing andcutting out the endless back-and-forth. Its purpose is simple butpowerful: to turn what is normally a fragmented, manual front endinto a coherent, orderly process and to present underwriters with aclean, consistent �ile. In effect, it operates as an always-on triagesystem, quietly doing the heavy lifting so that human judgement canbe applied where it truly adds value.
DECISIONS IN MILLISECONDSIn traditional mortgage lending at legacy banks, eligibility is workedout through a comprehensive underwriting process that focuses onthe Five Cs of Credit: Capacity, Capital, Collateral, Credit andConditions. It’s a slow, often frustrating process, one that can drag onfor weeks, if not months.



By deploying machine-learning tools and rule-based automation,Landbay inverted that experience.Its decision engine pulls in thousands of data points as the case isbeing submitted—from brokers, applicants, valuers and third-partysources—and assesses eligibility in under 30 milliseconds. Notminutes. Not hours. Milliseconds.The mechanism is by no means intended to replace human judgement,but to clear the path for it, �lagging inconsistencies, highlightingmissing information and presenting underwriters with a clean,streamlined case �ile in real time.For brokers, this unlocks what Landbay calls decision as you go.Instead of waiting days for an underwriter to manually reviewdocuments, the system immediately runs the case through a series ofrules, risk tolerances, historic decision patterns and pricingparameters. If something falls outside policy, the system doesn’tsimply reject it: it explains why. Loan-to-value too high? Property typemisaligned? Rental coverage just short? The feedback is immediateand speci�ic, allowing brokers to adjust parameters and structure thecase correctly before submission.The effect is subtle but powerful. Time is saved on both sides. Brokerssubmit fewer unviable cases. Underwriters receive applications thatare already closer to policy �it. And crucially, the friction andfrustration that so often de�ine lender–broker interactions arematerially reduced.
BUILT FOR LENDERS, NOT JUST ENGINEERSWhat makes Landbay’s decision engine unique is not just its speed,but who controls it.Instead of hard-coding credit logic deep into software—a common�law in legacy banking systems—Landbay built the engine arounddecision tables. This allows complex rules to be managedtransparently and be changed quickly by business users. Each time acon�igurable rule—from credit policies to fee structures—is changed,the system dynamically rewrites the code and deploys the executable,



thus allowing for hard-coded performance alongside the agility ofcon�iguration.In practical terms, this means Landbay can evolve its lending criteriawithout multi-month development cycles or risky system rewrites.When market conditions shift, products change or risk appetitetightens, the rules can be updated quickly, tested safely and deployedcleanly. All the while importantly retaining the platform performanceand scalability expected of a leading FinTech.This �lexibility matters. In volatile markets, speed of policy adaptationcan be as important as speed of credit approval. Landbay’sarchitecture allows it to respond in days where traditional lendersmight take quarters.
DECISIONING BEYOND CREDIT APPROVALBut Landbay soon realised that the power of its decisioning capabilitycould be leveraged far beyond just underwriting. Once the systemproved it could bring order and clarity to the chaos of initialapplications, the team began extending its reach across the entirelending journey.What followed was less a reinvention than a quiet re-engineering ofdozens of small tasks that traditionally slow a case down. The enginenow establishes, in real time, which checks a case genuinely needs andwhich can be safely omitted. It generates tailored document requestsso brokers know exactly what to upload instead of navigating generic,catch-all lists. It veri�ies whether those documents actually satisfy therequirements, cross-checking dates, formats and content long before ahuman underwriter ever begins their review.Even at the legal stage—normally one of the most manual parts of theprocess—the same system now drafts offer conditions automatically,reducing the rework that often happens when information becomesinconsistent across teams.Each of these steps seems small in isolation. But taken together, theydismantle the friction that has de�ined mortgage lending for decades.And they free underwriters to focus on the handful of decisions that



truly require human judgement, instead of chasing paperwork orreconciling versions of documents that never quite match.As one Landbay executive put it, ‘Every minute an underwriter spendschecking whether a document is dated correctly is a minute they’renot spending thinking about risk’. The decision engine, in that sense,doesn’t replace judgement, it protects it.
TECHNOLOGY AS QUIET DISCIPLINEWhat stands out about Landbay’s approach is not technologicalshowmanship, but the quiet discipline behind it. There is no attemptto replace underwriters with algorithms or handing credit decisionsover to arti�icial intelligence. The ambition is narrower, and morecredible.Technology is used to enforce consistency, surface clarity andcompress timelines. It acts as a discipline layer: making sure the rightrules are applied every time, that brokers understand those rulesupfront and that underwriters are freed to focus on judgement insteadof admin tasks.The result is a system in which clarity replaces ambiguity. Whereconsistency replaces the idiosyncrasies of individual underwriters.And where speed does not come at the expense of rigour, but emergesnaturally from cleaner inputs and sharper data.For institutional investors, the impact ripples far beyond the front end.Faster decisioning improves capital deployment. Cleaner originationimproves portfolio quality. Better data improves portfolio-leveloversight. And the same infrastructure that underpins origination nowfeeds directly into monitoring, reporting and risk analytics,strengthening the entire credit chain.Landbay’s technology story is, in many ways, a microcosm of thewider evolution of real estate private credit. The edge no longer lies insaying yes faster for its own sake. It lies in having the systems thatallow lenders to say yes—or no—with con�idence. And increasingly,that con�idence is being engineered quietly, behind the scenes, a fewmilliseconds at a time.



DIGITISING DUE DILIGENCEOnce a deal has been originated and underwritten, due diligence kicks in.That is when underwriters ask: ‘Do the facts support the underwritingcase we’ve agreed in principle?’ Due diligence has long been the slowest,lengthiest and most delicate part of the lending process. It sits at thecentre of credit decision-making, and is where otherwise viable dealsoften lose momentum. One ‘computer says no’ moment and the entiredeal can go back to square one.Historically, due diligence didn’t need to rely on so many moving parts.Fewer counterparties, simpler structures, less regulatory scrutiny. Buttoday, due diligence is asked to shoulder a far heavier burden. Nowadaystransactions are way more complex, ownership structures more layeredand less transparent, funding sources more global and regulatoryexpectations much higher. At the same time, credit timelines havecompressed. Borrowers expect answers in days, not months. The result isa growing mismatch between the complexity of what due diligence ismeant to capture and the manual, linear processes traditionally used toperform it.This is why due diligence has become the most document-heavy andprocess-driven part of the lending chain, and one where things can reallygo wrong. Not because the risks are new, but because the volume andinterconnection of those risks have outgrown the tools used to managethem. What was once a relatively straightforward veri�ication exercise hasbecome a multidimensional and multilayered challenge: connectingdisparate facts, spotting weak signals early and understanding how legal,�inancial, operational and regulatory risks interact.In the old model, that synthesis depended on static documents. Valuationreports frozen at a point in time, even as prices shifted. QS reports andconstruction schedules captured in a single moment. Excel models builton �ixed assumptions. Long chains of documentary veri�ication passedfrom inbox to inbox. Source of funds and ownership structures. Anti-Money Laundering (AML) and sanctions checks. Title and lease analysis.Security enforceability. Parallel technical, legal and environmental reports—�lood risk, contamination, structural condition—commissionedseparately and stitched together late in the process. By the time a creditcommittee reviewed the pack, parts of it were already out of date,



internally inconsistent or based on assumptions that no longer held,particularly in volatile markets or cross-border transactions where dataquality and transparency varied widely by jurisdiction.Technology is now transforming this layer. Modern due diligenceplatforms are shifting the process from periodic review to ongoingassessment. Automated data pipelines pull in market comparables,leasing and occupancy data, planning records, ESG indicators, climate-riskoverlays and borrower histories in near real time. AI-driven tools thenwork across that information: stress-testing assumptions, �lagginginconsistencies, highlighting gaps and highlighting correlations thatwould be dif�icult for human reviewers to identify under time pressure.This is particularly evident in borrower and counterparty due diligence.Platforms such as On�ido have industrialised digital identity veri�ication,using biometric analysis, document authentication and ML models toverify principals and bene�icial owners in minutes instead of days.Meanwhile, solutions like NorthRow (now part of Featurespace) supportKnow Your Customer (KYC) and AML screening across complexownership structures, sanctions exposure and adverse media.‘Our aim isn’t to replace human diligence, it’s to remove the noise’, asenior manager at a digital identify veri�ication platform told me. ‘Whenteams spend less time chasing documents and reconciling versions, theyhave far more capacity to focus on what actually matters: where real riskssit’.The result of this tech integration is not faster rubber-stamping, butdeeper interrogation. Due diligence has become a live process instead of astatic hurdle, particularly valuable when underwriting transitional assets,development risk or assets exposed to regulatory, ESG or planninguncertainty. Human judgement remains central, but it is exercised withbroader context, cleaner data and far fewer blind spots.In that sense, due diligence is moving decisively beyond the checklist. It isno longer simply about con�irming what is already believed to be true, butabout continuously testing whether that belief still holds: a subtle butpowerful shift in a market where assumptions can change faster thanclosing timetables.



ONFIDO: AUTOMATING BORROWER VERIFICATION

THE COMPLIANCE BOTTLENECK IN TRADITIONAL LENDINGFounded in 2012, On�ido became a pioneer in digital identityveri�ication. It’s AI-driven and ML technology, including opticalcharacter recognition and face detection, allowed businesses to verifyan applicant’s passport or ID to prevent fraud.At a time when real estate private credit was starting to emerge,On�ido’s technology quickly became a game changer for the real estatelending industry. In traditional real estate lending, identity veri�icationwas slow, manual, cumbersome and surprisingly fragile. Con�irming aborrower’s identity meant physical forms, certi�ied copies ofpassports or licences that were often emailed as PDF attachments,utility bills that often arrived out of date and back-and-forth withbrokers, all adding days, even weeks, to applications. Complianceteams spent days reconciling documents, chasing missing pages andescalating edge cases that rarely added insight but frequently delayeddeals.
AUTOMATING IDENTITY VERIFICATION WITH AIOn�ido set out to industrialise this process using AI. Its platformcombines document authentication, biometric analysis and ML modelstrained to detect fraud patterns across millions of identity checksglobally. Borrowers upload documents digitally. On�ido veri�ies theirauthenticity, matches facial biometrics and �lags anomalies in secondsinstead of days.So, real estate private credit providers started using On�ido. One of theearliest adopters was LendInvest. In 2018, as developers and brokersincreasingly demanded speed and simplicity, LendInvest recognisedthe perennial bottleneck in the credit process and partnered withOn�ido.Instead of reverting to paper and couriered documents, a broker orborrower could now upload a snapshot of a passport and a sel�ie viaLendInvest’s online portal. Behind the scenes, On�ido’s AI analysed the



document and the facial biometric in seconds, enabling secure,compliant identity checks without in-person visits.
TRUST AT SCALE IN DIGITAL UNDERWRITINGThis meant faster onboarding, less paperwork and a sense that theloan journey could �inally match the pace of digital customerexpectations.For private credit lenders like LendInvest, the impact was less aboutspeed alone and more about con�idence. Automated identity checksreduced false positives, surfaced genuine risk earlier and allowedcompliance teams to focus on judgement instead of paperwork.Crucially, the system creates auditable trails that satisfy regulatorswithout paralysing deal teams. As Christian Faes put it:From the outset at LendInvest, we believed that technology wouldfundamentally change how real estate lending operated. Identityveri�ication was one of the biggest bottlenecks, slow, manual andfull of human error. What On�ido gave us was the ability to buildtrust at scale. Automated checks meant we could verify who wewere dealing with in seconds, not days and with a level of accuracyno manual process could match. That con�idence allowed ourteams to focus on lending decisions instead of paperwork and it seta new standard for what modern underwriting should look like.In a market where complex ownership structures, cross-bordersponsors and heightened AML scrutiny are now the norm, platformslike On�ido illustrate how AI can remove friction without loweringstandards, transforming due diligence from a blunt gatekeeper into asharper risk signal.

DATA-DRIVEN DOCUMENTATIONIf there is one part of real estate lending that has stubbornly resistedmodernisation, it is documentation. Loan agreements, QS reports, securitypackages, title reviews, schedules of condition, all still passed around asPDFs and Word �iles in endless email chains, each version slightly



different from the last. For years, banks tolerated the friction as the priceof caution. But for private credit managers trying to move at pace, itquickly became unsustainable.One London-based private debt manager described a moment that revealsjust how antiquated real estate documentation work�lows still are.Midway through a live development deal, the borrower emailed askingwhich version of the facility agreement they should be responding to: theone titled Final_NovUpdate_v2 or Final_NovUpdate_v3. Three separatelaw �irms had updated the document in parallel, each saving their editsonto an email thread that had splintered into multiple versions. By thetime the lender pulled everyone onto a call to reconcile the differences, ittook two hours just to establish which clauses were current and whichhad been overwritten by mistake.No one had done anything wrong, it was simply the result of a paper-heavy system built on email chains, manual edits and documents living ininboxes instead of structured work�lows.A similar story was recounted to me by another lender. Before adoptingdigital clause libraries and document-comparison tools, one pan-European lender described its loan book as ‘four versions of the truth’:slightly different enforcement rights in different jurisdictions, subtlyinconsistent covenants and documentation drift that only became obviouswhen a workout exposed the gaps. Standardising the spine of thedocuments—while preserving local nuance—not only made executionfaster; it materially improved the portfolio’s risk pro�ile.What technology is really doing here is preserving institutional memory. Acovenant that proved too loose in one deal doesn’t vanish when the teamturns over: it gets quietly corrected in the next template. Mistakes stoprepeating. Knowledge compounds.For borrowers, the bene�it is far less friction: fewer rewrites, fewer last-minute surprises and legal processes that don’t feel like a paper chase. Forlenders, the gain is consistency, deals that are not just quicker to close, butstructurally more robust.In a sector long weighed down by documents, binders and PDFs titledFINAL_v5_reallyFINAL, this quiet documentation shift is proving one ofprivate credit’s most meaningful upgrades, not �lashy, not visible, buttransformative all the same.



THE DIGITAL FRONT DOOR OF CREDITReal estate has long been one of the economy’s most heavilyintermediated markets. Property transactions are complex and expensive,often requiring a small army of professionals to shepherd a deal from itsintroduction to its completion. Yet for all that intermediation, themechanics of the market remained surprisingly old-fashioned until veryrecently.For years, a typical property deal began the same way. A broker sent along email or made a phone call. Shortly afterwards, a credit pack landedas a sprawling PDF attachment. Then came the waiting. Progress updatesdepended on the familiar ritual of chasing, nudging and waiting forsomeone on the other side to respond.Information gaps were inevitable. Brokers often had little visibility onwhere a case sat, why it had stalled or what might unlock the next steps.For lenders, the experience was no better: duplicated data entry,inconsistent submissions and valuable underwriting time spent clarifyingbasic information instead of assessing risk.Digital broker portals have quietly begun to transform that front door ofcredit. What started as little more than a document upload point hasevolved into a structured origination environment, and increasingly, acompetitive advantage for lenders that offer them.Today, brokers enter deal information once, through standardised �ieldsthat map directly into a lender’s credit systems. Mandatory inputs reduceincomplete submissions. Embedded logic �lags potential issues upfront—loan size, leverage, asset type—before the case ever reaches anunderwriter.The shift may seem subtle, but its effects are signi�icant. Instead of actingas intermediaries frustratingly ferrying PDFs back and forth, brokersbecome participants in a shared work�low. They can see, often in realtime, whether a case has been credit-approved, conditionally accepted orpaused pending clari�ication. Feedback that once arrived days later nowappears instantly: which assumption needs revisiting, which document ismissing.



For lenders, the improvement in signal quality is immediate. Applicationsarrive cleaner, more consistent and easier to compare. Origination teamsnow spend less time triaging applications and more time discussingstructure, pricing and risk. For brokers, the opacity that once strainedrelationships with both borrowers and lenders begins to fade.And for borrowers, the bene�its are just as tangible: greater visibility,faster responses and a sense that the process is moving forward instead ofdisappearing into an email inbox.Perhaps most importantly, broker portals change behaviour. Wheneligibility criteria are visible and feedback is immediate, deal qualityimproves upstream. Brokers learn what works. Borrowers adjust earlier.And credit conversations begin with substance instead of process.The result is not just faster origination, but better origination, somethingemail-driven work�lows struggled to achieve.
AUTOMATING CASE MANAGEMENTIf broker portals rewire the front door of lending, case managementportals reshape everything that happens once a deal is inside. Historically,loan applications fragmented the moment they were submitted. Creditteams worked off internal spreadsheets, legal teams tracked conditionsseparately and borrowers were left navigating a maze of requests withlittle sense of priority or progress. The case existed everywhere, andnowhere-in particular.Modern case management portals collapse that fragmentation. Each loanbecomes a single, living work�low: application data, underwriting notes,due diligence checks, legal conditions, valuation updates andcorrespondence all anchored to one digital spine. Tasks are assigned,dependencies are mapped and progress is visible to everyone, subject topermissioning.For borrowers, this is a game changer. Instead of receiving piecemealrequests by email, they interact with a clear checklist: what’s outstanding,what’s been approved and what is blocking completion. Uploadingdocuments becomes purposeful instead of speculative. For developers



juggling multiple schemes, this clarity reduces cognitive load at exactlythe point where time and attention are most stretched.For lenders, the bene�its compound quickly. Underwriters can see at aglance which risks are resolved and which not. Credit committees receivecleaner, more current information. Operations teams gain visibility overbottlenecks—whether in valuation, legal review or borrowerresponsiveness—allowing resources to be reallocated in real time insteadof after the fact.Over time, these portals become repositories of institutional knowledge.Patterns emerge: which conditions typically delay closing, whichborrower types require more intervention, where assumptions most oftenbreak down. That feedback loop rarely existed in legacy processes, wheredeals closed or didn’t, and the learning dissipated with the emails.The broader implication is cultural as much as operational. Casemanagement portals shift lending away from episodic decision-makingand towards continuous oversight. A loan is no longer somethingassessed, approved and �iled away; it is something actively managed from�irst contact through drawdown and beyond. In an asset class de�ined bylong timelines and evolving risk, that shift may prove as important as anyalgorithm or credit model.
BEYOND ORIGINATION: TECHNOLOGY AND
PORTFOLIO INTELLIGENCEIf technology has transformed the front end of lending, its next frontierlies further downstream.Historically, once a loan was originated, monitoring relied on periodicreports, borrower updates and spreadsheets maintained by assetmanagers. Information arrived slowly and often unevenly. By the time aproblem surfaced, it had usually been building for months.Today, a new generation of portfolio monitoring tools is changing thatdynamic. Data feeds, automated covenant tracking and real-timedashboards allow lenders and investors to see risk evolving across anentire portfolio as it happens.



Taken together, these technologies do not represent a single breakthroughmoment. There was no sudden revolution, no single platform thattransformed real estate credit overnight. Instead, the change arrivedgradually, almost quietly, through a thousand incremental improvementsacross the lending process.Origination has moved from personal networks and email chains tostructured digital marketplaces. Underwriting increasingly draws on livedata instead of static documents. Due diligence and documentation arebecoming automated and standardised. Broker portals and casemanagement platforms now allow lenders, borrowers and intermediariesto operate within shared work�lows instead of disconnected inboxes.None of this removes the human element at the heart of credit. Lendingremains a business built on judgement. But technology is steadily clearingaway the friction that once surrounded that judgement: the delays,duplication and uncertainty that slowed decisions and obscured risk.In doing so, technology is quietly reshaping the operating system ofprivate credit.For lenders, the prize is scale without losing discipline. For borrowers, itis speed and transparency in a process long known for neither. And forinvestors allocating billions into real estate debt, it offers something theindustry has historically struggled to provide: clarity.Private credit did not grow simply because banks retreated. It grewbecause new participants built a system that could operate differently.Technology has been central to that shift.And as the industry continues to expand, the lenders who master this newdigital infrastructure will not only move faster than their competitors.They will understand risk better—and in credit, that is what ultimatelyde�ines success.
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CHAPTER 6
What Comes Next for Private Real Estate Debt

THE END OF THE EASY YEARS
The	 appeal	 of	 private	 credit	 and	 other	 alternatives	 is	 undeniable	 in	 a
low-yield	 world,	 but	 investors	 must	 be	 realistic	 about	 trade-offs.
Diversi�ication	 isn’t	 free:	 it	 costs	 in	 terms	 of	 liquidity	 and	 operational
complexity.	 Properly	 assessing	 those	 trade-offs,	 instead	 of	 assuming	 high
yields	 come	 without	 consequence,	 will	 determine	 whether	 these
strategies	 earn	 their	 place	 in	 a	 long-term	 portfolio.—Dan Kemp, Founder, Portfolio ThinkingThroughout this book, we’ve traced private real estate debt back to theaftermath of the Global Financial Crisis, when bank retrenchment, tighterregulation and dislocated capital markets created a vacuum that wasquickly �illed by a new generation of lenders operating outside thetraditional banking system. That context remains essential, but it nolonger tells the whole story. What began as a response to absence has nowmoved beyond �illing a gap to building an asset class, complete with itsown institutions, operating models, tech stack and investor expectations.As Dan Kemp notes, investment history is ‘a graveyard of asset classesthat grew too fast for their own good’. His warning lands sharply intoday’s market. Private real estate debt has grown from what was onceopportunistic niche into a multi-trillion-dollar cornerstone of global�inance: a fully-�ledged ecosystem spanning origination platforms, serviceproviders, risk analytics and increasingly layered capital stacks. But rapidin�lows always carry a cost. When too much capital chases too fewopportunities, decision-making quality tends to erode, underwritingstandards slip and late entrants ‘pay a premium for assets that quicklyevaporates when the cycle turns’. Growth has brought scale, but alsovulnerability.Unsurprisingly, this evolution has attracted more scrutiny and higherexpectations. Investors now ask tougher questions about how managers



source deals, how risk is being underwritten and priced, how portfoliosbehave under stress and whether governance frameworks are robustenough to withstand a turn in the cycle. They wonder: is there too muchmoney chasing too few deals? Are underwriting standards slipping? Andas Kemp stresses, the managers who endure are those with intellectualhonesty: the discipline to mark assets to market and confront reality earlyinstead of smoothing volatility with optimistic models.Borrowers, too, have become more probing and selective. They comparelenders not just on price, but on certainty of execution, quality ofengagement and the ability to support a project through its inevitablehitches. And regulators, carefully watching the sector scale at speed, arealso beginning to ask their own uncomfortable questions aboutconcentration risk, systemic exposure and whether parts of private creditare drifting towards a ‘too big to fail’ status.These are fair questions, but they are often framed the wrong way. Theissue is not whether private real estate debt will endure, or whether it haspeaked, but how it will evolve as it moves from a period of rapidexpansion to one of maturity and institutionalisation.What is becoming increasingly clear though is that the easy phase forprivate credit is now �irmly behind us. The years in which capital wasplentiful, margins were forgiving and the rising tide lifted all boats areunlikely to return. Funding is now scarer, valuations more uncertain, exitassumptions under pressure and execution risk now fully exposed.This is where Kemp’s remaining hallmarks of long-term winners becomecrucial: operational robustness and alignment. As cycles turn, the winnerswill be those with real workout capabilities—the teams that know how torestructure a loan long before default occurs—and those who invest theirown capital alongside clients, ensuring underwriting discipline is not aslogan but a lived practice.What comes next for private real estate debt will be less forgiving, and farmore interesting. Three major forces will shape the next chapter for thesector: consolidation across an increasingly crowded non-bank landscape;a gradual rebundling of banks, private lenders and technology platformsinto hybrid models; and a regulatory framework that is beginning—cautiously and unevenly—to tighten. Together, these forces will determinenot just who survives, but how the market itself evolves.



THE ERA OF CONSOLIDATIONThe �irst decade of private real estate debt was de�ined by proliferation.Hundreds of new lenders entered the market, largely positioningthemselves as substitutes for banks: stepping in where traditional lenderswould not, funding the awkward, the transitional and the non-standard.Many were founded by alumni of retrenching banks; others backed byopportunistic capital eager to deploy quickly. Barriers to entry were low,track records were short and, in a market awash with liquidity,momentum often substituted for depth.That role still matters, but it no longer de�ines the market. That phase iscoming to an end.The in�lection point came in the early 2020s, coinciding with the mostsevere global shock in modern �inancial history. Beyond its human cost,the Covid pandemic marked the end of cheap money. Between March2022 and July 2023, the Federal Reserve increased its policy rate morethan a dozen times, taking it from near zero to over 5.25% as it battledin�lation. The Bank of England raised rates 14 times over the same period.Across the continent, the European Central Bank embarked on anextended tightening cycle, delivering around ten consecutive rate hikes tobring its main rates up from negative territory to historic highs. Othercentral banks followed.As liquidity retreated, capital became more selective, pricing tightenedand regulators started paying closer attention. As a result, signs ofconsolidation began to appear.The consequences were predictable. Smaller platforms with narrowfunding lines, limited technology and fragile risk frameworks began tostruggle. Rising costs—from compliance and reporting to datainfrastructure—favoured scale. So too did the growing preference amonginstitutional investors for fewer, deeper relationships with managers thatcould deploy capital consistently across cycles.The consolidation we are seeing among non-bank lenders has takenseveral forms. Some lenders are being acquired outright by largerplatforms seeking origination capacity, servicing capability or geographicreach. Others are merging to achieve scale in risk management,operations or fundraising. A third group is quietly exiting the market,



unable to re�inance warehouse facilities or raise successor funds onacceptable terms.The result is not contraction, but concentration. Fewer lenders, butstronger ones. Platforms with deeper balance sheets, more institutionalgovernance and the resources to invest in technology, people and process.In many ways, private real estate debt is beginning to resemble othermature asset classes: still competitive, still innovative, but less fragmentedand far less forgiving.



OAKNORTH BANK & ASK PARTNERS: SCALING
SPECIALIST LENDING

FROM PARTNERSHIP TO STRATEGIC INVESTMENTIn October 2022, OakNorth Bank acquired a 50% stake in ASKPartners, formalising a long-standing relationship between twocomplementary lenders. OakNorth—a digital-�irst UK bank founded in2015—had already built a reputation for providing tailored lending tomid-sized businesses often overlooked by high-street banks. ASKPartners, by contrast, had emerged as a specialist property lenderfocused on structured real estate credit, working closely withdevelopers on complex or transitional projects.The two �irms had collaborated on transactions for several yearsbefore the acquisition, combining OakNorth’s balance sheet capacitywith ASK’s agile deal structuring and close relationships withproperty sponsors. Together they funded SME developers andproperty entrepreneurs quickly and creatively, stepping in wheremainstream lenders often hesitated.The investment therefore represented less a new relationship than theformalisation of an existing one.More importantly, it re�lected a broader trend within the private creditmarket. As alternative lenders matured and institutional capital�lowed into the sector, partnerships between specialist lenders andregulated banks increasingly became a mechanism for scalingoperations while maintaining the �lexibility that had initially de�inedthe sector.The transaction allowed OakNorth to deepen its exposure to realestate lending without building an entirely new origination platformfrom scratch. For ASK, it provided long-term capital support andaccess to a stable funding partner capable of underwriting largertransactions.
COMBINING BALANCE SHEET STRENGTH WITH LENDING
AGILITY



Both organisations share a focus on credit discipline, customerexperience and speed of execution—characteristics that have becomeincreasingly important in a market where developers often requireswift decision-making and tailored �inancing structures.By integrating their capabilities, the two �irms sought to combineOakNorth’s regulated bank balance sheet with ASK’s specialist lendingplatform and investor network, which channels institutional andprivate capital into property-backed debt.The result is a hybrid model that sits somewhere between traditionalbanking and private credit. OakNorth contributes funding capacity,regulatory infrastructure and balance sheet strength. ASK contributesdeal origination, structuring expertise and a �lexible approach tounderwriting that is often better suited to complex development ortransitional projects.Importantly, ASK retained operational independence following theinvestment. Its investment process, deal sourcing and borrowerrelationships remained intact, while the partnership with OakNorthallowed it to expand the scale and range of transactions it couldsupport.
SCALING ORIGINATION AND EXECUTIONOver the year following the transaction, the partnership deliveredmore than GBP 270 million in �inancing across a range of projects.Among these were a GBP 62 million development loan supporting thedelivery of 133 residential apartments in Canary Wharf and a GBP41.5 million re�inancing of a Grade A of�ice building in central London.These transactions illustrate the types of projects that increasingly falloutside traditional bank lending criteria. Developments in prime butcomplex urban locations often involve planning risk, constructiontimelines or capital structures that require a degree of �lexibility thatmany large banks are reluctant to provide.For OakNorth, the investment reinforced its strategy of serving what itcalls the missing middle: businesses and property developers that aretoo large for small business lending but too small or complex forglobal banks.



For ASK, the partnership provided the capital stability andunderwriting capacity required to scale its lending platform whilecontinuing to structure bespoke solutions for developers.
WHAT IT ILLUSTRATESThe OakNorth–ASK partnership is a textbook example ofconsolidation within the private real estate credit market.As the sector matures, successful specialist lenders increasingly �indthemselves partnering with larger institutions that can providefunding capacity and balance sheet stability. At the same time, banksare discovering that working alongside specialist platforms allowsthem to access deal �low and underwriting expertise withoutabandoning the regulatory discipline imposed after the GlobalFinancial Crisis.In other words, rather than replacing banks entirely, private credit isgradually becoming integrated into the wider �inancial ecosystem.The partnership therefore illustrates an emerging model in real estate�inance: a blended structure in which regulated banks, specialistlenders and institutional investors collaborate to deliver capital moreef�iciently.For developers, this hybrid approach can provide the best of bothworlds: the �inancial strength of a bank combined with the speed,�lexibility and creativity traditionally associated with private credit.

THE REBUNDLING OF BANKS AND NON-
BANKSThe second major shift is more subtle and counter intuitive. After morethan a decade of disintermediation, the lines between banks and non-banks are blurring.For years, the narrative was one of replacement: banks retreat, non-banksstep in. In reality, what is emerging now is a process of rebundling. Banksare not disappearing from real estate �inance: they are repositioning



themselves. Increasingly, they are partnering with, funding, white-labelling or embedding non-bank platforms instead of competing withthem head-on.Some banks provide leverage, hedging or balance-sheet capital to privatelenders. Others distribute loans originated by non-banks to institutionalinvestors. A growing number consume non-bank technology—underwriting tools, broker portals, monitoring platforms—to modernisetheir own lending operations without rebuilding systems from scratch.And then there are the merger and acquisition (M&A) deals where bankshave been acquiring non-bank lenders.At the same time, leading private lenders are adopting more traditionallybank-like features: regulated deposit-taking entities, long-dated capital,dedicated risk teams and increasingly sophisticated treasury functions.The old binary distinction between banks and alternative lenders is givingway to a more modular ecosystem, where capital, origination, risk andtechnology are recombined in new ways. What matters now is not thelabel on the door, but where each player sits in the value chain, and howeffectively they collaborate.
THE NEW REGULATORY LANDSCAPEA third force looms in the background: regulation. One of the drivers ofprivate credit’s rapid growth since the Global Financial Crisis was itsrelative freedom from bank-style heavy-handed regulation. While banksgrappled with capital requirements, stress tests and leverage caps, privatelenders operated with far greater �lexibility. That asymmetry createdopportunity, but it also created blind spots.But as private real estate debt has grown and matured as an asset class,regulatory scrutiny has followed. This is inevitable. Regulators are nowpaying closer attention. Not because private real estate debt is inherentlyunstable, but because it has become systemically relevant. Expectationsaround transparency, reporting standards, valuation discipline,governance, liquidity management and risk oversight are rising, even ifformal regulation remains fragmented across jurisdictions.



One sign of this shift came in December 2025, when the Bank of Englandannounced a system-wide exploratory scenario exercise focused onprivate markets, including private equity and private credit. The initiativewas not a traditional bank stress test, but rather an attempt to understandhow risks might propagate across the broader �inancial system in periodsof market stress. The exercise will bring together banks, insurers, pensionfunds, asset managers and other �inancial institutions to examine howexposures to private markets interact with leverage, liquidity andvaluation dynamics during severe economic shocks.In effect, regulators are beginning to ask the same question they onceasked about banks: what happens if a large, opaque corner of the creditsystem comes under pressure at the same time?The signi�icance of the exercise lies less in the immediate regulatoryconsequences and more in what it signals: private credit is now largeenough to warrant macro-prudential attention. What was once considereda niche corner of the �inancial system is increasingly viewed as part of thecore plumbing of modern �inance.Another emerging focus for regulators is the growing web of connectionsbetween banks and private credit funds themselves. While private lendersoften sit outside the regulated banking system, they frequently rely onbanks for subscription lines, warehouse facilities, leverage �inancing andhedging arrangements.As private credit has expanded, supervisors have begun examiningwhether these links could transmit stress back into the banking systemduring periods of market disruption. The concern is not that privatelenders resemble pre-crisis banks, but that the boundaries between banksand non-banks are becoming more interconnected. Increasingly,regulators are asking not only how risky private credit might be, but howrisks might travel across the wider �inancial system if conditionsdeteriorate.Upcoming changes to the EU’s AIFMD II framework—including speci�icrules for loan-originating funds—signal a tighter perimeter. In the US, theSecurities and Exchange Commission has sharpened its focus onvaluation, disclosure and retail exposure. Some policymakers still resistover-regulation, but over a 10-year horizon, greater oversight appearsinevitable.



At the same time, regulators are grappling with a second structural shift:the gradual opening of private markets to a broader investor base.Historically, private real estate debt funds were largely the preserve ofinstitutional investors such as pension funds, insurers and sovereignwealth funds.But regulatory reforms are beginning to change that dynamic. In Europe,the revised ELTIF 2.0 framework is designed to make long-term privatemarket strategies more accessible to wealth managers and retailinvestors. Similar structures are emerging elsewhere, including semi-liquid private credit funds aimed at high-net-worth investors.While this expansion could unlock a new pool of capital for real estatelending, it also introduces new supervisory questions around liquiditymanagement, valuation practices and investor disclosure when illiquidassets are distributed to investors accustomed to more liquid products.The likely outcome is not a wholesale importation of bank rules, butincremental tightening. More disclosure. More scrutiny of leverage andfunding mismatches. More focus on who ultimately bears the risk. Forwell-run platforms, this is not an existential threat, it is a competitiveadvantage. Regulation tends to reward those already investing ininfrastructure, governance and data.Of course, the unintended consequence of that will be a higher cost ofdoing business. Greater transparency, reporting standards andgovernance expectations will increase operating costs, but they will alsoreinforce credibility. The lesson from banking is not that regulation killsmarkets, but that poorly designed regulation distorts them. The challengefor policymakers will be to recognise the diversity of private creditmodels, instead of treating the sector as a single, uniform bloc.For lenders, the implication is clear: those who invest early in compliance,data integrity and governance will �ind themselves ahead of the curveinstead of reacting to it.
A MORE SELECTIVE MARKETIf the early years of private real estate debt were de�ined by growth, thenext phase will be de�ined by selection, not only among lenders, but



among the investors who back them.Not every lender that entered the market will remain. Some have alreadyfolded, others will. Capital will continue to consolidate around platformsthat demonstrate disciplined underwriting, robust servicing and credibleperformance under stress.This selectivity applies equally to the investors backing them. As DanKemp cautions, there is ‘no free lunch’ in investing. Higher returns comewith hidden costs—usually liquidity and complexity—and the mostdangerous phrase in �inance is the seductive promise of ‘equity-likereturns with bond-like risk’. In private credit, the premium investors earnis not a windfall; it is compensation for the very real constraints of beingunable to change your mind when conditions shift.For years, many investors have treated private debt as a near-substitutefor public �ixed income, attracted by the stability of valuations and thehigher yields. But as Kemp stresses, the trade-offs are fundamentallydifferent. In public markets, volatility is the toll you pay; in privatemarkets, it is illiquidity. Problems arise when investors want the best ofboth worlds: the steadiness of mark-to-model valuations combined withredemption terms that look like a mutual fund. It is precisely in thismismatch that silent risks start to stack up.As the cycle turns and liquidity tightens, these distinctions will mattermore. Investors with multi-decade horizons can harvest the illiquiditypremium; those who may need access to capital during downturns canquickly discover that a long-term allocation becomes an illiquid headacheat exactly the wrong time.This is why the next phase of private real estate debt will be more than aculling of weaker managers: it will be a broad recalibration ofexpectations. Investors will gravitate towards lenders that price riskhonestly, manage liquidity conservatively and resist the temptation toengineer smooth, unrealistic return pro�iles. Lenders who understand andcommunicate these trade-offs clearly will earn the trust of long-termcapital providers; those who obscure them will be exposed when stressstarts to show.This shift is already visible. Some funds have wound down quietly. Othershave pivoted strategies, extended maturities or repriced risk to re�lectnew conditions.



TECHNOLOGY AS INFRASTRUCTURE, NOT
ADVANTAGEAlongside these structural forces, another transformation is becomingimpossible to ignore: the normalisation of technology.What once differentiated lenders—digital origination, automatedunderwriting, real-time monitoring—is now becoming basicinfrastructure. Technology is no longer an overlay; it is the infrastructureof modern private credit.Lenders that fail to invest in data architecture, work�low automation andanalytics will struggle to compete on cost, speed or risk management. Bycontrast, those that embed technology deeply will gain resilience, not justef�iciency.But technology doesn’t eliminate judgement. If anything, judgementbecomes more valuable, but it is exercised later, on better information andwith greater accountability. The future belongs to lenders who combinehuman discretion with institutional-grade tooling.
A BROADER DEFINITION OF ‘REAL ESTATE’Another quiet shift is underway: the boundaries of what constitutes realestate lending are expanding. Private credit is increasingly active insectors that sit adjacent to—or overlap with—traditional property�inance: life sciences, data centres, energy-linked infrastructure,operational real estate and hybrid asset classes that defy old labels.These assets require lenders who understand not just bricks and mortar,but operating risk, regulation and long-dated cash �lows. Banks,constrained by templates and capital rules, often struggle here. Privatelenders, with �lexible mandates and specialist teams, are betterpositioned.As Dan Kemp observes, this expansion into niche, future-themed sectorsis also a reminder that the narrative machine in �inance is powerful. Adata centre fund or a life sciences strategy sells easily because the story isseductive. But compelling narratives do not necessarily translate into



compelling returns. Kemp argues that the industry must invert the usuallogic: instead of asking whether a speci�ic asset class is fashionable orwhether a particular deal aligns with the zeitgeist, the starting pointshould be the portfolio itself. What role does this cash �low play? Howdoes it behave through the cycle? What risks does it add, or mitigate?Seen through that lens, labels matter far less than fundamentals. Whatlooks like ‘real estate’ on the surface often behaves more likeinfrastructure, or operating business credit, or something in between.Student accommodation, for example, tends to be defensive and lesscorrelated with GDP growth; hotels are cyclical; care homes faceregulatory exposure; older data centres may be vulnerable totechnological obsolescence. A portfolio-based approach forces investorsto treat these assets not as thematic buckets, but as cash-�low streamswith speci�ic behaviours under different scenarios.Kemp’s view, that investors should be ‘agnostic about the asset type andobsessed with valuation and covenant strength’, re�lects the broadermaturation of the market. As private real estate debt enters new sectors,the challenge is not classi�ication but integration. Moving beyond product-led thinking means evaluating strategies by their contribution to theresilience of the whole, not by the attractiveness of their narrative. Thestrongest portfolios are not built around good stories; they are built asengines capable of surviving a wide range of futures.
THE AGE OF BORROWER CHOICEPerhaps the most overlooked transformation lies with borrowers.Developers and sponsors are no longer turning to private lenders as lastresort. For many, non-bank capital is now the �irst call, not because banksare unavailable, but because specialist lenders better understand therealities of modern development, planning risk and execution complexity.As competition deepens, borrowers will bene�it from greater choice, butalso face clearer differentiation. The best lenders will be those whocombine certainty of capital with �lexibility of structure and clarity ofcommunication. Relationships will still matter, but they will be built ondelivery instead of proximity.



BEYOND THE BOOMPrivate real estate debt is no longer in its adolescence, but it is not yet amature asset class. Most importantly, it hasn’t yet been fully tested by adeep, protracted credit downturn. The coming years will test businessmodels, underwriting assumptions and operational resilience.What is clear is that the market has crossed a threshold. It is no longerde�ined by what banks no longer do, but by what private lenders dodifferently, and increasingly, better.Time will of course tell, but I deeply believe that beyond the boom liessomething more durable: a credit market shaped not by nostalgia for oldmodels, but by adaptation to a more complex, data-rich and demandingworld. The lenders that thrive will be those who recognise that privatecredit’s real advantage lies not in speed alone, but in judgement,supported, scaled and sharpened by technology.The next phase will be less about explosive growth and more about shape:who survives, who scales and who quietly disappears; how capital,technology and regulation re-align; and whether private real estate debtcan do what banking once did—provide stability through cycles—withoutlosing the �lexibility that gave it an edge in the �irst place.That question, more than any headline about stress or excess, will de�inewhat comes next.
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Conclusion: The Quiet Rewriting of the
Financial SystemThe journey traced through this book is not one of sudden revolutionsor headline-grabbing disruptions, but of something quieter, steadierand ultimately far more profound: the gradual rewriting of how creditis created, distributed and deployed across the built environment. Realestate private debt didn’t emerge with a bang. It emerged throughmultiple incremental shifts—each a response to a gap, a friction, aretreat, a bottleneck or a failure within the traditional banking system—until, taken together, they formed the new architecture of modern�inance.For years after the Global Financial Crisis, the prevailing narrative wasthat banks had stepped back temporarily and would eventually returnto ‘normal service’. Yet the reality of the last two decades tells adifferent story. Instead of snapping back, bank lending has shiftedpermanently. Not gone, but transformed. Capital adequacy ruleshardened; risk appetites shrank; regional imbalances widened. In thatspace—the space where banks once dominated development �inance,SME lending, bridging loans and specialist projects—private lendersstepped in, at �irst cautiously, then with growing conviction.What began as marginal now sits at the centre. Private credit is nolonger a niche allocation pursued only by the most adventurousinvestors on the fringes of institutional portfolios. It has become one ofthe most signi�icant capital �lows shaping how homes, workplaces,logistics hubs and urban regeneration projects are �inanced, nowembraced even by the most risk-averse institutional investors. The casestudies in this book—from Northern Ireland to Germany, London toCalifornia—show how this shift ripples through every tier of themarket. It affects the small developer �ighting to survive. It in�luencesthe institutional allocator balancing long-term liabilities. It shapes thelender designing a new product, adapted to a more �lexible, evolving�inancing landscape.



Interestingly, while post-crisis policy reforms helped set thistransformation in motion, the quiet rewriting of the �inancial system isno longer being driven by governments, regulators or central banks. It’shappening in investment committees, credit teams, underwriting desksand the daily decisions of thousands of market participants who rarelymake headlines. It’s visible in the ability of a small developer in Belfastto secure real estate-backed �inancing when banks step back; in theconviction of an asset manager in Stuttgart deploying patient capitalinto secured lending strategies; and in the steady repositioning ofpension funds towards resilient, collateral-backed income.What is remarkable is not just the scale of the transformation, but howtechnology is enabling it. Technology has redrawn the boundaries ofwhat is measurable, monitorable and modelled. Data has narrowed thegap between perception and risk. Platforms have rede�ined speed andaccessibility. Meanwhile, the rise of ESG and impact frameworks hasadded new layers of accountability: a recalibration of not just how welend, but why.Across the industry, a quiet rebalancing is underway. Lenders who oncerelied primarily on networks and instinct now augment both withanalytics and real-time insight. Investors once content with listed �ixedincome now seek yield, security and transparency beyond publicmarkets. Developers once dependent on their local bank manager andpersonal networks to secure funding now navigate a broader ecosystemof funds, platforms and specialist lenders who can structure creativelyin ways banks increasingly cannot.What ties these threads together is not disruption for its own sake, buta pragmatic response to a world in transition, a world of more volatileinterest rates, more unpredictable economic cycles, tighter regulationand deeper social need for housing and infrastructure. In such anenvironment, private debt has become a bridge: between capital andcommunities, between institutions and real assets, between liquidityand long-term value.This is not to romanticise the asset class. Private debt brings its ownrisks: opacity in parts of the market, the need for rigorous governanceand the danger of capital being deployed too aggressively in search of



yield. History offers a sobering reminder that �inancial innovationsrarely expand in a straight line. As Dan Kemp notes in Chapter 6,investment history is ‘a graveyard of asset classes that grew too fast fortheir own good’. Private credit will not be immune to that reality. Ascapital continues to �low into the sector, weaker underwriting,overcon�idence in rising collateral values and competition for deals maytest the resilience of some lenders: it already has. There will be cyclesahead that separate prudence from exuberance, and not every platformthat enters the market today will still be standing tomorrow. Yetperiods of correction are not a sign of failure but of evolution. They arethe moments when stronger institutions re�ine their processes, sharpentheir discipline and demonstrate why this form of lending has becomean enduring feature of modern credit markets. But the overalltrajectory is clear: private credit—and real estate private debt inparticular—is becoming a structural pillar of modern �inance.This book has aimed to document that shift: to show not just what ischanging, but why and through whose hands the change is beingshaped. Real estate private debt is no longer the answer to the question,‘Where do you go when the bank says no?’ It has evolved, moved centrestage, quietly rewriting the script of how credit �lows through the realeconomy.But this story is far from complete. If the past decade was aboutemergence, the next will be about consolidation, institutionalisation,integration and partnerships. Private credit will become moretransparent, data-driven and globally connected. The practitionersbuilding this market—from founders to credit of�icers to theinstitutional allocators steering billions—will play an increasinglycentral role in de�ining the �inancial architecture of the future.What comes next will not be de�ined by noise, but by the steady,disciplined expansion of a system that has already begun to reshapehow the world builds, �inances and sustains its real estate. The quietrewriting is already underway. And it is far from over.
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