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Overview
In 2016, the Fundrise Income eREIT™ continued to execute on its strategy of providing investors with consistent
cash distributions. The fund’s strategy has focused on acquiring high-quality debt and debt-like investments to
generate a low-volatility income stream, while producing an attractive annual risk-adjusted return. Assuming it
continues to acquire and hold substantially similar assets, we expect the Income eREIT to continue to pay an
average annualized dividend between 10-11%¹.
The Income eREIT has been able to
achieve compelling returns largely by
targeting the underserved small-balance commercial loan market, and
by capitalizing on regulation-induced
inefficiencies. We believe the Income
eREIT is poised to continue providing
a robust income stream thanks to its
focus on high-quality assets in core
urban infill locations, partnerships with
experienced sponsors, and proactive
management to help mitigate potential
downside risk.

Projected Annualized Dividend
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Income eREIT Returns Beat Alternative Indices
The Income eREIT has declared impressive returns, despite only recently completing ramp up. In January and
February of 2017, the NAREIT Composite REIT Index—a market capitalization-weighted index of equity and
mortgage REITs—declared an annualized dividend of 4.25%². By contrast, the Income eREIT declared an annualized 2017 Q1 dividend of 10.5%—a 625 basis point spread.
This isn’t the only index the Income
eREIT has outperformed. Looking at
total returns on a theoretical $10,000
investment demonstrates how the
Income eREIT has fared relative to the
Vanguard Total Bond Market Index
Fund, which tracks the Bloomberg
Barclays US Aggregate Bond Index.

Total Returns Comparison on a $10,000 Investment
Exhibit B
$11,000
$10,750
$10,500
$10,250
$10,000
$9,750

3/31/2016

6/30/2016
VBMFX

Income eREIT™ Performance Analysis

9/30/2016

12/31/2016

3/31/2017

Income eREIT

2 of 14

The Income eREIT’s performance is
particularly impressive in light of its
relatively low risk profile. To date, the
eREIT has focused exclusively on acquiring debt and debt-like assets with
fixed rates of return. Additionally, for
investments where the Income eREIT
is not the senior lender, it frequently
takes the additional measure of targeting stabilized assets, or properties with
an occupancy rate of at least 90%³.

Risk Equilibration
Exhibit C
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We believe guarantees from project
sponsors offer investors an additional layer of protection against potential downside scenarios. All of the Income
eREIT’s investments provide protection in the form of either full-recourse loans, or carve-outs and other guarantees. Moreover, the portfolio’s construction loans feature completion guarantees, which aim to protect against
potential cost overruns.
Finally, the Income eREIT provides significant downside protection to market value fluctuations with weighted
average leverage of approximately 78%⁴. We believe the eREIT’s focus on debt and debt-like instruments, the inclusion of guarantees in its deals, and its conservative weighted average leverage render it a relatively low-risk
instrument.

Portfolio Highlights
Total Committed Capital5

Average Origination Size

Weighted Average Leverage4

$45,121,355

$3,008,090

78.2%
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Your Portfolio
Real Estate Capital Committed
Asset

Security

Washington, DC

Exhibit D

Total Originated

Ann. Return
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12.50%

Colorado Springs, CO

Preferred Equity
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Cordova, TN
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15.00%

Richland, WA
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Asset Highlights

Brand New DC Luxury Mixed-Use Recapitalization
This recently completed 56-unit luxury mixed-use property is located
at the intersection of 14th and U Streets NW—among the District’s highest-demand residential and retail corridors. Roughly 32%⁶ of its apartments are leased as of this writing, and Lululemon opened a retail outpost
on the ground floor in early February. We expect strong demographics will
continue to support both residential and retail components of the project.

New York Condo Construction and Renovation
As would-be Manhattanites face a median condo price north of $2.6 million,
or nearly $2,000/square foot⁷, burgeoning outer-borough neighborhoods
like Long Island City are seeing a surge in demand for housing. Priced under
$1,500/square foot, with our basis well below that cost⁸, these condos are
expected to see robust demand from the city’s under-served entry-level
luxury buyers. Local office developments may also bolster demand.

Seattle Ground-Up Construction
The Keelson—a 106-unit apartment project in Seattle—is just a 15-20
minute drive from Amazon’s Belltown and South Lake Union campuses.
The fast-growing tech behemoth is predicted to add enough office space
in the city to accommodate an additional 14,000 employees by 2022⁹, continuing to drive robust rental demand in the area.

Pittsburgh Stabilized Ace Hotel
The 63-room hotel opened in December 2015 in the revitalized East Liberty
neighborhood of Pittsburgh. Housed in a restored pre-war YMCA building,
the trendy hotelier is located within walking distance of Google’s campus,
which is situated in a former Nabisco factory.
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Small assets + regulatory inefficiencies + core urban locations

= attractive risk-adjusted returns

Strategy & Objective
The Income eREIT owes its attractive risk-return profile to three core principles:

1
2
3

Small Assets
The Income eREIT’s average origination size is roughly $3,000,000. We believe this has allowed us to
find higher returns in assets that fall under the radars of big banks and investment funds.

Regulatory Inefficiencies
Greater banking regulations are creating opportunities for nimble lenders like the Income eREIT. The
2008 financial crisis transformed the banking sector, opening gaps in the market.

Core Urban Infill Location
Nearly every Income eREIT investment
is in the core of a major city.

Returns to date have supported our investment
thesis to look outside of typical investments made
by Wall Street. Although the path less traveled
means putting in extra work, our strong commitment to providing the highest quality results to our
investors remains our top priority.
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1. Small Assets

Small-Balance Debt Market Penetration
Exhibit G
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Average Small-Balance Loan Size

We believe the Income eREIT has secured compelling risk-adjusted returns largely by targeting the small-balance
commercial (SBC) loan market, with an average deal size around $3 million. This market has been underserved
and poorly penetrated by the largest commercial banks, as small deals often miss the radars of big lenders, or are
simply too small for them to profitably finance. According to analytics and appraisal firm Boxwood Means, in 2014,
the top 15 commercial lenders commanded just over 20% of the sub-$5 million market, and less than 20% of the
sub-$1 million market.
Average Loan Size
Exhibit H
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The Income eREIT, by contrast, is able
to provide smaller-balance loans than
many of its larger competitors. While
the Income eREIT’s average investment
is approximately $3 million, 2015 loan
sizes averaged between $6.5 million
and $26.9 million among traditional
lenders, according to data from Real
Capital Analytics.
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Successfully issuing small-balance
loans requires that significant attention is paid to each individual asset, something that the Income eREIT has been able to achieve through the combination of a dedicated underwriting team and the efficient implementation of new technology.
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2. Regulatory Inefficiencies

The Income eREIT has capitalized on regulation-induced inefficiencies in the commercial real estate debt market.
Historically, smaller local and community banks picked up much of the slack in the SBC debt market. However, financial industry regulations—legacies of the subprime mortgage crisis—have left these banks saddled with higher
cost burdens, constricting their ability to lend¹⁰.
Meanwhile, new Basel III HVCRE (High Volatility Commercial Real Estate) regulations have limited larger commercial banks’ abilities to issue higher-leverage construction loans, exacerbating the fact that typical leverage levels
have been declining since the financial crisis. A 2016 report published by the Mortgage Bankers Association found
that the average underwritten loan-to-value ratio for CMBS loans fell by nearly 500 basis points from 2007-15¹¹.
Coupled with new HVCRE rules, we believe this trend has left open an attractive slice in the capital stack that the
Income eREIT has stepped in to fill. This slice offers less risk than common equity due to its mid-level tranche
position, coupled with relatively high returns due to limited competition from large banks.
Data illustrate the growth of alternative lending in the context of regulatory inefficiencies. The Mortgage Bankers
Association found that, from 2014-2015, commercial and multifamily originations increased by just 35% among
commercial banks and savings institutions, compared with nearly 70% among alternative lenders like private
equity shops and mortgage REITs¹².
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3. Core Urban Infill Locations

The Income eREIT is poised to benefit
from the nation’s overall trend toward
urbanization, which is being driven
by a combination of forces including
delayed coupling and homeownership
among millennials, and an increasing preference for urban living among
Baby Boomers¹³.

Job Additions Concentrate in Core Urban Markets
Exhibit I
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% Job Growth in 2016
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The impact on commercial real estate
could be profound. In its report, CBRE analyzed time-series data on property fundamentals for both apartment
and office properties, and found that, historically, urban locations have appreciably outperformed their suburban
counterparts on both rent growth and price appreciation¹⁵.
Markets in which the Income eREIT has invested have performed particularly well on key migration and employment metrics. Population growth in these markets averaged north of 9% from 2010-2015—nearly 500 basis points
above the national growth rate of 4.1%,
Year Over Year Increase in Salaries and Wages as of Dec 2016
per the American Community Survey¹⁶.
Exhibit J
Employment trends have been another
boon. According to Bureau of Labor
Statistics data, five of the cities in which
the Income eREIT has invested—New
York, Los Angeles, Atlanta, Seattle, and
Washington, D.C.—added more jobs
in 2016 than any other metropolitan
areas in the country, except Dallas.
(continued on next page)
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These markets have outperformed not only on job additions, but also on wage growth. According to the Bureau of
Labor Statistics, 2016 wage and salary increases in Washington, D.C., Los Angeles, New York, Seattle, and Atlanta
each surpassed the national rate.
On the whole, we expect these trends to generate strong continued demand for both residential and commercial
assets in core urban infill locations17. This, in turn, should bolster property fundamentals and thereby protect the
Income eREIT’s invested capital and returns.

Conclusion
The Income eREIT has appreciably outperformed comparable indices¹⁸, despite employing numerous risk-mitigating strategies. Fixed-return instruments, guarantees, and a conservative weighted average level of leverage
offer protection against potential downside scenarios. Simultaneously, the targeting of small-balance loans in
core urban infill locations has generated attractive current and expected future return rates. Moreover, we believe
the fund is poised to continue capitalizing on a regulatory environment that has hamstrung both small banks and
large institutional lenders.
We will continue working hard to grow your portfolio, and look forward to updating you on future developments
pertaining to the Income eREIT’s holdings.

About Fundrise
Founded in 2010, Fundrise is an online investment technology company built to provide a simple, low-cost alternative for individuals to earn a better, more stable return on their investments. We believe technology-powered
investment is a more efficient mechanism than the conventional financial system to invest in real estate. Enabled
by our proprietary technology, we aggregate thousands of individuals from across the country to create the scale
of an institutional investor without the high fees and overhead typical of the old-fashioned investment business.
Individuals can invest through Fundrise at ultra-low costs to potentially earn attractive risk-adjusted returns from
private asset classes that have generally been closed to them. For more information, please visit fundrise.com
Fundrise LLC | 1601 Connecticut Ave NW, 3rd Floor, Washington, DC 20009

Questions?
Please feel free to reach out to us at investments@fundrise.com with any questions or comments.

Kendall Davis
Director of Investments
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General Disclaimer
Fundrise Real Estate Investment Trust, LLC (the “Income eREIT”) is an inherently risky investment that may result in total or partial loss of
investment to investors; for a fuller description of the risks associated with this offering, please see the Risk Factors section of its Offering Circular at fundrise.com/oc. While Fundrise Real Estate Investment Trust, LLC’s objective is to deliver consistent cash distributions, there can be
no guarantee that it will achieve this objective or that it will be profitable.
Certain statements in this white paper are forward-looking statements within the meaning of the federal securities laws. The words “believe,”
“estimate,” “expect,” “anticipate,” “intend,” “plan,” “seek,” “may,” and similar expressions or statements regarding future periods are intended
to identify forward-looking statements. These forward-looking statements involve known and unknown risks, uncertainties and other important factors that could cause our actual results, performance or achievements, or industry results, to differ materially from any predictions of
future results, performance or achievements that we express or imply in this white paper.
The forward-looking statements included in this offering circular are based upon our current expectations, plans, estimates, assumptions and
beliefs that involve numerous risks and uncertainties. Assumptions relating to the foregoing involve judgments with respect to, among other
things, future economic, competitive and market conditions and future business decisions, all of which are difficult or impossible to predict
accurately and many of which are beyond our control. Although we believe that the expectations reflected in such forward-looking statements
are based on reasonable assumptions, our actual results and performance could differ materially from those set forth in the forward-looking
statements.
This information does not constitute an offer to sell nor a solicitation of an offer to buy securities. The information contained herein is not
investment advice and does not constitute a recommendation to buy or sell any security or that any transaction is suitable for any specific
purposes or any specific person and is provided for information purposes only. Each investor should always carefully consider investments
in any security and be comfortable with his/her understanding of the investment, including through consultation with investment and tax
professionals.
Fundrise Real Estate Investment Trust, LLC is an inherently risky investment that may result in total or partial loss of investment to investors;
for a fuller description of the risks associated with this offering, please see the Risk Factors section of its Offering Circular at fundrise.com/oc.
While Fundrise Real Estate Investment Trust, LLC’s objective is to deliver consistent cash distributions, there can be no guarantee that it will
achieve this objective or that it will be profitable.

Additional Disclaimers and Assumptions
1. This projection factors in total committed capital for all deals held by the Income eREIT, as well as fixed returns, built-in escalations, and any
other deal specifics that we believe may materially impact our future return rates. This projection does not constitute a guarantee of any sort.
We assume no major exogenous changes in macroeconomic conditions—including the interest rate environment—or to regulations affecting
crowdfunding platforms or the financial industry more broadly. We believe the range contained in this projection and illustrated in Exhibit
A constitutes a conservative forward-looking estimate, given the Income eREIT’s average current return of approximately 11.4%, which is
weighted by total draws (or outstanding funding amounts) as of the date of this paper’s writing, and excludes a materially extraneous $684.50
investment.
2. According to data from the National Association of Real Estate Investment Trusts (NAREIT), the NAREIT Composite REIT Index declared
dividend yields of 4.31% and 4.18% in January 2017 and February 2017 respectively, equating to an annualized 2017 dividend of 4.25%. The
NAREIT Composite REIT Index is a free-float adjusted, market capitalization-weighted index of U.S. Equity and Mortgage REITs, comprising all
tax-qualified REITs that meet minimum size and liquidity criteria determined by the Financial Times Stock Exchange.
3. The 90% threshold applies to residential and commercial (office, retail, mixed-use) assets. For hospitality properties, no set threshold is
applied since occupancy fluctuates daily and may be subject to seasonality.
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4. The weighted average leverage cited for the Income eREIT portfolio is weighted based on the total amount originated for each deal (i.e.
committed capital), rather than the outstanding investment amount. The methodology used to calculate the loan-to-cost or loan-to-value ratio
for each deal may vary, with some assets being valued on the basis of all-in costs including construction and capital improvement expenses,
and other deals being valued on the basis of purchase price, as applicable. In certain instances, values may be based on appraisals, or our best
projection of the asset’s market value at the time of our expected exit.
5. The total committed capital figure does not include a $684.50 investment in a stabilized multifamily asset in Arlington, VA as of February
2017, due to the small balance size.
6. Based on 18 residential unit leases, as confirmed by the project’s sponsor as of February 2017.
7. Per New York City listing service and analytics provider CityRealty, the median Manhattan condo price was $2,629,500, or $1,967 per square
foot, as of February 24th, 2017.
8. For the 3-unit Long Island City condo project in which the Income eREIT has invested, the eREIT’s cost basis is roughly 50% of the property’s
projected gross sale price. Further details may be found in this SEC EDGAR filing. As stated in the filing, the project sponsor anticipates a gross
sales price of $6,200,000 for the units, equating to roughly $1,300 per square foot. The 2-unit Long Island City condo project in which the Income eREIT has invested has a projected gross sale price of roughly $1,200/square foot. The eREIT’s cost basis in this project is about one-third
of this amount, at approximately $410/square foot.
9. Content pertaining to the Keelson ground-up multifamily project in Seattle cites that Amazon expects to add enough office space to accommodate an additional 14,000 employees by 2022. This assumes a usage factor of 250 square feet per employee, and relies on reporting by the
Puget Sound Business Journal, which states in a November 2016 article that Amazon may expand its footprint in the city from 8.5 million square
feet to 12 million square feet, implying a delta of 3.5 million square feet.
10. A 2015 Commercial Real Estate Finance Council Regulatory Impact Study states on page 50, “In secondary and tertiary markets, smaller regional and community banks are often the only consistent sources of construction lending and shorter-term financing for cash flow-generating
properties. [...] These are the two sources of financing that will attract the greatest relative regulatory cost burden in the future.”
11. Per a 2016 Mortgage Bankers Association report titled Sources of Commercial and Multifamily Mortgage Financing in 2016, “In 2007, the
average underwritten LTV for CMBS loans was 69.5 percent, compared to an average LTV of 64.7 percent in 2015.”
12. Per a 2016 article published by the Commercial Observer, “Across the board, alternative lenders [...] have seen increasing activity, in 2015
originating 68 percent more than the year prior, according to the Mortgage Bankers Association’s Commercial/Multifamily Annual Volume
Origination Summation for 2015. That number is nearly double the 35 percent increase that commercial banks and savings institutions saw
over the same time period.”
13. Per a 2016 paper titled The Millennial Effect: Urban Demand Drives Multifamily Fundamentals, published by Bank of New York Mellon subsidiary CenterSquare, “Millennials are choosing to rent and rent longer in urban centers out of both necessity [...] and choice, as Millennials
delay standard life transitions such as marriage, having kids and home buying.” According to the National Association of Realtors, from July
2013-June 2014, roughly 11% of homebuyers aged 50-59 purchased in urban areas, and that proportion is rising.
14. Per a 2015 CBRE report, the McKinsey Global Institute has projected that “more than 10% of global GDP growth through 2025 will come
from large U.S. cities.”
15. Per a 2015 CBRE report titled U.S. Urbanization Trends: Investment Implications for Commercial Real Estate, downtown per-square-foot
office rents grew by an average of 72 cents/year from 1988-2014, compared with 32 cents/year for suburban office rents. The report also finds
that CBD office per-square-foot prices grew by an average of $11/year, compared with $2/year for suburban office prices. On the apartment
side, the report finds that monthly high-rise rents (with construction height used as a proxy for delineating urban vs. suburban properties) grew
by an average of 39 cents/year from 1994-2014, compared with 19 cents/year for garden-style (typically suburban) apartments. Meanwhile, the
report finds that from 2001-14, mid- and high-rise apartments gained an average of $7,800/year in per-unit price appreciation, compared with
$1,500/year for garden-style apartments.
16. This is a non-weighted average, to account for the fact that large population centers need to generate very large nominal population gains
in order to see corresponding movement on a percent basis.
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17. According a CenterSquare paper titled The Millennial Effect: Urban Demand Drives Multifamily Fundamentals, “Demand for rentals should
continue to soak up new inventory as young professionals strike out on their own and more seniors retire to an urban lifestyle.” The paper
also states, “Expected job growth, with the addition of [...] demographic trends and the expansive pool of potential renters, leads us to believe
demand for higher quality apartments will continue to absorb new supply.” Speaking to commercial real estate more broadly, CBRE states in
its report U.S. Urbanization Trends: Investment Implications for Commercial Real Estate, “Trends suggest future demand for tens of millions of
square feet of walkable urban development and hundreds of new walkable urban places.” The report also states, “The prominence of urbanization will continue to fuel sustained demand for real estate in core, urban areas, which is beneficial for commercial real estate.”
18. See Exhibit B and Footnote 2.

Exhibits
Exhibit A: This chart applies what we believe is a conservative projected average annualized dividend range of 10%-11% over the lifetime of
the investment to a theoretical $10,000 investment. The chart assumes reinvestment, and does not factor in the historical annualized dividend
for 2016, which was slightly below 10%, since it is assuming a five-year average based on expectations of a slightly backloaded cash flow. The
chart also holds constant the Net Asset Value of shares at $10.
Exhibit B: This chart utilizes data from Morningstar to compare total returns on a theoretical $10,000 investment in the Vanguard Total Bond
Market Index Fund (VBMFX) with total potential returns on a theoretical investment in the Income eREIT over a set period extending from
3/31/2016 to 3/31/2017. Total return calculations for VBMFX factor in changes in NAV, and dividend distributions. No reinvestment is assumed.
Total return calculations for the Income eREIT also factor in changes in NAV, and declared dividends on a prorated basis. No reinvestment is
assumed.
Exhibit C: This chart reflects total committed capital for outstanding investments, and does not include originated deals that have since been
redeemed in full.
Exhibit D: The Assets Under Management table includes the origination size of each deal, which may differ from the outstanding investment
amount as of February 2017, as detailed below. The table includes only outstanding deals, and not any deals that were originated by the eREIT
but have since been redeemed in full. The table also does not include a $684.50 investment in a stabilized multifamily asset in Arlington, VA,
due to the small balance size, which we believe renders it materially extraneous to the portfolio’s overall performance. The table reflects all
other assets held by the fund as of the date of this paper’s writing:
Asset
Name

Location

Property
Type

Security
Structure

Total
Originated

Outstanding
Investment

Annual
Return

Maturity
Date

Washington, DC
Luxury Apartments

Washington, D.C.

Mixed-Use

Preferred Equity

$4,475,00

$4,475,000

12.5%

11/10/2017

Colorado
Springs, CO
Apartments

Colorado
Springs, CO

Multifamily

Preferred Equity

$4,000,000

$4,000,000

12.0%

9/1/2023

Cordova, TN
Apartments

Cordova, TN

Multifamily

Preferred Equity

$3,750,000

$3,750,000

12.5%

3/2/2023

Pittsburgh, PA
Ace Hotel

Pittsburgh, PA

Hotel

Preferred Equity

$2,275,000

$2,275,000

15.0%

11/13/2018

Richland, WA
Multifamily

Richland, WA

Multifamily

Preferred Equity

$2,000,000

$2,000,000

13.0%

7/1/2021

Snoqualmie, WA
Apartments

Snoqualmie, WA

Multifamily

Preferred Equity

$2,000,000

$2,000,000

12.0%

12/18/2022

Santa Monica, CA
Class A Office

Santa Monica, CA

Office

Preferred Equity

$1,000,000

$1,000,000

12.0%

4/13/2020

Seattle, WA
Apartments

Seattle, WA

Multifamily

Preferred Equity

$1,000,000

$1,000,000

13.5%

7/29/2018

Los Angeles, CA
Mixed-Use

Los Angeles, CA

Land

Senior Debt

$7,315,000

$7,315,000

9.0%

4/5/2017
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Asset
Name

Location

Property
Type

Security
Structure

Total
Originated

Outstanding
Investment

Annual
Return

Maturity
Date

Van Nuys, CA
Land Loan

Van Nuys, CA

Land

Senior Debt

$4,900,000

$4,700,000

12.0%

10/11/2017

Long Island City,
NY Condos

Long Island
City, NY

Condo

Senior Debt

$3,177,000

$2,428,490

11.0%

1/27/2018

Atlanta, GA Clermont Hotel

Atlanta, GA

Hotel

Senior Debt

$3,019,355

$464,316

10.0%

1/31/2022

Los Angeles, CA
Single-Family
Rentals

Los Angeles, CA

Land

Senior Debt

$2,460,000

$2,460,000

9.0%

6/26/2018

Long Island City,
NY Condos

Long Island
City, NY

Condo

Senior Debt

$1,990,000

$1,792, 016

11.0%

12/11/2017

Los Angeles, CA
Land Loan

Los Angeles, CA

Land

Senior Debt

$1,760,000

$1,760,000

8.5%

8/24/2017

Exhibit E: This chart reflects total committed capital for outstanding investments, and does not include originated deals that have since been
redeemed in full.
Exhibit F: This chart reflects total committed capital for outstanding investments, and does not include originated deals that have since been
redeemed in full.
Exhibit G: This chart reflects data provided by analytics and appraisal firm Boxwood Means for a September 2015 publication in the National
Mortgage News.
Exhibit H: This chart compares the average committed capital for all outstanding Income eREIT investments with the average commercial real
estate loan size for various lender types in 2015, based on data provided by Real Capital Analytics for an article published by the National Real
Estate Investor.
Exhibit I: This chart reflects BLS data on year-over-year non-seasonally adjusted total nonfarm employment net gains for the following metropolitan areas, both nominally and as a percent, as of December 2016:
•
•
•
•
•

Atlanta-Sandy Springs-Roswell, GA
New York-Newark-Jersey City, NY-NJ-PA
Los Angeles-Long Beach-Anaheim, CA
Seattle-Tacoma-Bellevue, WA
Washington-Arlington, Alexandria, DC-VA-MD-WV

Exhibit J: This chart reflects the pace of wage and salary increases over the 12-month period ended December 2016 both for the nation and for
the following metropolitan areas, per BLS data:
•
•
•
•
•

Atlanta-Sandy Springs-Gainesville, GA-AL
Seattle-Tacoma-Olympia, WA
New York-Newark-Bridgeport, NY-NJ-CT-PA
Los Angeles-Long Beach-Riverside, CA
Washington-Baltimore-Northern Virginia, DC-MD-VA-WV
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