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LENDING

by Michael Ciaburri

‘HIGH TOUCH’ PERSONAL SERVICE ENABLES BOUTIQUE
LENDERS TO QUICKLY DECIPHER AND MEET THE NEEDS
OF SMALLER REAL ESTATE INVESTOR-BORROWERS.

Maintaining a Lost Art

ithin the real estate

marketplace are four
distinct types of private, hard
money lenders, all of whom
secure their loans with mort-

gages on various types of real
estate. Only one, however, spe-
cializes in what I call the “high
touch, personal approach” that
best suits the individual real
estate investor.

In basic terms, the four
categories of lenders are:

VERY LARGE, WELL-
CAPITALIZED LENDERS

WITH A NATIONAL FOOTPRINT
Their underwriting criteria

is focused on making private
loans to borrowers who own
real estate in specific asset
classes and qualify for loan
approvals in which certain
mathematical formulas are
met, including Loan To Value
ratios (LTV) in the 50 percent
to 60 percent range. These
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asset classes include office,
industrial, retail, multi-
family, hotel, land and mixed-
use properties.

MIDSIZE LENDERS,

WHO ARE ALSO WELL-
CAPITALIZED, WITH A
REGIONAL FOOTPRINT

Their underwriting criteria
are very similar to their larger
competitors, but with slightly
more flexibility in terms of
asset class and LTV, depend-

ing upon the location of the
property and the exit strategy
of the loan repayment. This
type of lender may be apt to
lend on an asset class that

a larger lender might not.
For example, this type of
lender might make a loan
on a restaurant property
even though the risk that is
associated with this type of
property is considered to be
higher than the previously
mentioned asset classes.

SMALL “BOUTIQUE”
LENDERS WITH SMALLER
CAPITAL BASES AND A
LOCAL FOOTPRINT

These are the companies that
specialize in “high touch”
lending practices, offering
greater flexibility than the
larger and midsized private
lenders. Specifically, this type
lends to a smaller entity and
takes more of a concerted
interest in the underlying
business operation. Although
high-touch lenders also have
specific loan underwriting
criteria, they bring a more
personal aspect to the lending
process, taking time to get

to know the principals who
will personally guarantee the
credit facility.

CROWDFUNDERS

The most recent entry into

the private lending space.

This online lending platform
is characterized by the fact
loan requests are funded

by a plethora of accredited
investors who can lend as little
as a few thousand dollars of



their own money toward the
specific loan. Crowdfunding
continues to grow rapidly in
the marketplace, as evidenced
by annual loan originations
of approximately $1 billion,
30 percent of which are for
commercial real estate.

While all four fulfill a
specific niche in the market-
place, it is the third type—
the boutique lenders—that
best fits the smaller borrower
and provides them with the
most “value added” and most
personal service.

Every private loan request
has a “story” behind it, and the
majority of smaller borrow-

ers still enjoy being able to
speak with a lender “one on
one” so that they can better
explain their circumstances to
alender.

Larger and midsize lenders
are typically not community-
driven and are more focused
on volume of deals closed.
Hence, it is not efficient for
them to spend time deal-
ing with the “minutiae” that
accompany a smaller loan
request. Online lenders use a
virtual lending platform, so
they have no personal contact
with a prospective borrower.
Boutique lenders have stepped
up to fill the void by providing

The Institute for Real Estate Rights
recently won a case in Ohio, ruling
mandatory inspections are unconstitutional.

smaller borrowers with high
touch, personalized assistance
that in the past was commonly

provided by community banks.

As a former president and
CEO of one such community
bank, I acquired a great deal
of experience in handling
those smaller commercial
loan requests that require
one’s undivided and personal
attention, and I saw the value
it brings to both sides of the
table. Now I'm in the pri-
vate lending sector, and my
company has undertaken a
similar community-bank-like
business model. We believe
that listening attentively to
make a personal connection

Your case could be next. Submit a concern today.

with prospective borrowers is
what sets boutique lenders like
ours apart from the competi-
tion, and we are committed to
ensuring this never becomes a
“lost art” @
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