
N ews l e t t e r

Spring 2018



10940 Wilshire Boulevard, Suite 2300       Los Angeles, CA 90024       (310) 905-3050       www.arixacapital.com

Dear Clients and Professional Colleagues:

As 2018 begins, there are many positive signals about the U.S. economy. However, we 
know from experience that real estate is cyclical. At Arixa, we spend a lot of time thinking 
about how to prepare for the next downturn, understanding it may not start for many 
months or even years. In this letter, we examine some top-level data and then ponder two 
scenarios: a “soft landing” and a “hard landing” for real estate.

Arixa makes loans secured by both single-family homes and commercial real estate 
(primarily apartments) and so we’ll address each market separately. We focus on lending 
in California’s coastal urban markets, but we’ll use national data because we have more 
robust data for the U.S. market, and then comment on California separately.

Commercial Real Estate

The chart below shows an index of commercial real estate values from 1999 to today. As 
you can see there has been one major downturn in this 18-year period and it was
dramatic—the Great Recession, with the index dropping about 39% over three years.

Single Family Homes

Next, let’s look at home values. The relevant index is shown below, going all the way back 
to 1975. In this 42-year period, there has been only one dramatic downturn—the Great 
Recession. In this case prices kept falling for about four years.
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Hard vs. Soft Landing

In the case of a hard landing for real estate, with significant distress, Arixa would have a 
number of non-performing loans to clean up. At the same time, for every one foreclosure on 
our books, there might be 20-50 other foreclosures in the marketplace, creating opportunities 
for investors able to execute workouts. In anticipation of a possible hard landing, Arixa has 
set a 2018 goal to secure capital that could be used for distressed investing, should the 
opportunity arise.

Notice the four shaded bars on the previous graph representing the recessions before the 
Great Recession. In each case, home values did not drop dramatically. If our next real 
estate downturn is a soft landing, there will be some non-performing loans and distressed 
opportunities, but probably not a large number. The fact that we can foresee either scenario 
occuring creates an interesting challenge for Arixa’s management team. We need to be 
prepared for both possibilities.

What We Can Count On

We do see a few trends we believe will continue over the next 10-20 years and, as such, are 
building our business to capitalize on these opportunities:

• We are bullish on the future of California and the Western U.S. Despite problems, we 
continue to attract many of the best and brightest people from around the world, some 
of whom start companies that have become major engines of growth for our region.

• California desperately needs more housing close to the best jobs. Traffic has passed the 
tipping point and California ranks among the lowest states in terms of new housing 
units delivered per 1,000 new residents, as outlined in a recent McKinsey study.

• The best smaller developers will continue to see good opportunities that fall well below 
the minimum size required by institutional investors and developers.

• Banks have developed a culture of slow, bureaucratic decision-making, which makes 
them ill-suited to the needs of many real estate investors and developers. Even if 
regulation lightens, this culture is unlikely to change fundamentally.

• Investors value and need higher-yielding alternatives for their portfolios, so long as 
there is a sufficient margin of safety. Bonds alone will no longer get the job done in 
terms of generating sufficient income.

In summary, we feel very fortunate and positive about the coming year. We find ourselves
well-positioned to provide best-in-class non-bank lending for real estate investors and
developers, at a time when there is a large need for such financing. We have eight years of 
experience delivering consistent income to investors in our funds, which we are building to 
be a model for the emerging asset class of alternative credit vehicles. As long as we execute 
well, we will continue to deliver great results for our investors and borrowers, and Arixa’s 
success will follow. Here's to a productive 2018 — we look forward to hearing from you!

Sincerely,

Jan B. Brzeski      Greg S. Hebner
(310) 905-3055      (310) 729-6482

10940 Wilshire Boulevard, Suite 2300       Los Angeles, CA 90024       (310) 905-3050       www.arixacapital.com
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2017 YEAR IN REVIEW

2017 was another year of strong returns for Arixa Capital.  
Below is a summary of results for our three real estate investment funds:

Founded in 2010, Arixa Secured Income Fund (ASIF) 
has provided more than 300 loans to investors and 
developers who purchase, renovate and resell residential 
and commercial properties, mostly in California. ASIF 
has not had any losses to date, and based on recent 
payoffs, loans comprise on average approximately 61% 
of the finished properties’ value. In 2017, ASIF generated 
net returns of 8.0% and has met or exceeded this return 
for the past eight years.

Arixa Fund II
Equity/Rental Income

Established in 2012 to purchase, renovate, lease and 
operate a portfolio of residential real estate, Arixa Fund 
II initially focused on purchasing single-family homes 
from banks. Fund II has expanded its investment criteria 
to include selected multi-unit residential investments 
in the Los Angeles area. Today, Fund II blends steady 
income with urban California multifamily and one-
to four-unit equity investments to generate attractive 
overall returns. The Fund holds a balanced portfolio 
of California and Indiana investments. From 2012 to 
September 30, 2017, the Fund has delivered net returns 
of 11.2% (annualized).

Arixa Fund III 
Private Lending - Levered Fund

Founded in 2014, Arixa Fund III is similar to ASIF but 
designed to deliver slightly higher returns. Fund III uses 
some bank leverage to enhance distributions and it also 
has the flexibility to lend on ground-up construction 
residential projects. This fund has not had any losses to 
date, and based on recent payoffs, loans comprise on 
average approximately 60% of the finished homes’ value. 
For 2017, the non-compounded net return was 9.8%. 
Arixa Fund III has had returns at or above this level each 
year since inception.

* 2 0 1 0  R E T U R N  I S  A N N U A L I Z E D
* * E X C L U D E S  O N E - T I M E  S P E C I A L  D I S T R I B U T I O N

ANNUAL RETURNS

ANNUAL RETURNS

North Market Street, Inglewood, CA

2 0 1 0 * 2 0 1 1 2 0 1 2 2 0 1 3 2 0 1 4 2 0 1 5 2 0 1 72 0 1 6 * *

10 .1%
9 . 3 % 9 . 2 %

10 . 9 %
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2 0 1 4 2 0 1 5 2 0 1 72 0 1 6

10 . 0 %
10 . 5 % 1 0 . 1 % 9 . 8 %

Arixa Secured Income Fund
Private Lending - Unlevered Fund
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East Elk Avenue
Glendale, CA
ARIXA FUND I I I

Property Type:

Loan Amount:

Transaction Type:

Position: 

Cedar Avenue
Long Beach, CA
ARIXA SECURED INCOME FUND

Property Type:

Loan Amount:

Transaction Type:

Position:

East Plymouth Street
Long Beach, CA
ARIXA SECURED INCOME FUND

Property Type:

Loan Amount:

Transaction Type:

Position:

Multifamily

$2,970,000

Acquisition and Renovation

Senior Loan

Multifamily

$1,408,000

Acquisition and Renovation

Senior Loan

Multifamily

$1,079,000

Acquisition and Renovation

Senior Loan

Single-Family

$1,079,000

Acquisition and Renovation 

Senior Loan

RECENTLY FUNDED LOANS

Hermosa Avenue
Los Angeles, CA
ARIXA FUND I I I

Property Type:

Loan Amount:

Transaction Type:

Position:
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NEWS + EVENTS

Arixa Builds Team To Better Serve Clients

To support growth and ensure “white-glove service” to our borrower clients, 
Arixa added several new team members in 2017. We encourage you to stop 
by our office or attend one of our events to meet Arixa's team in person. We 
remind ourselves every day what has gotten Arixa to where we are—focusing 
on the needs of our borrowers and placing the safety of our investors’ capital 
first and foremost. 

We are pleased to announce that Dan 
Frankel has joined Arixa Capital as 
Director of Investors Relations & Business 
Development. Previously, Dan was 
Vice President of Investor Relations at 
PennyMac, a public mortgage REIT. Earlier 
in his career, Dan held positions in the 
student loan groups at Citigroup and First 
Marblehead. Dan graduated with a B.S. in 
Economics from University of Wisconsin, 
Madison, and is currently earning an MBA 
at UCLA's Anderson School. Please reach 
out to Dan any time. He can be reached at 
(310) 424-1260.

Arixa Welcomes Dan 
Frankel to the Team

The February 27th event will discuss investors' global 
search for yield and the proliferation of strategies 
designed to satisfy that need, which often come with 
new features, structures and complexities requiring 
careful due diligence. Registered investment advisers 
(RIAs) are increasingly important in the wealth 
management industry. They act as fiduciaries for their 
clients, which means that by law, they must put their 
clients' interests ahead of their own. Arixa is partnering 
with leading investment management companies that 
distribute their products through RIAs for a lively panel 
discussion. Specifically for RIA investment strategists, 
this panel will explore how to mitigate risk while aiming 
to generate yield for their clients' portfolios.

Arixa to Co-host Upcoming RIA Event

KEY CONSIDERATIONS & RISKS IN ALTERNATIVE INCOME STRATEGIES

PANELISTS:

ALLEN KIM 
MODERATOR 
Kanye Anderson Rudnick

PHILLIP BARTOW 
RiverNorth

DEAN ROSTOVSKY 
Clarion Partners

CHARLES D. BYRNE 
RBC Global Asset Management

JAN BRZESKI 
Arixa Capital

PRESENTED BY:
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Arixa Capital Adds Two New Advisers

Ted is the Founder and President of Crosswater Realty Advisors, 
an international real estate workout advisory firm that is 
currently engaged, on behalf of major institutional investors, in 
workouts and organizational restructurings in the U.S., Europe, 
Brazil and China. Prior to founding Crosswater, he served as 
the Chairman of Lowe Enterprises Investment Management, 
LLC (“LEIM”), the institutional advisory arm of Lowe Enterprises. 

Kathy was the Chief Investment Officer for Cordia and IDS 
Real Estate Group, where she managed two joint ventures 
with CalSTRS. Prior to that, she was a Shareholder at Lowe 
Enterprises, a real estate investment, asset management, 
and development company, where she managed the firm’s 
investor clients, advised on a value-add private REIT, managed 
a portfolio, and served on the Executive Committee.

TED LEARY
Crosswater Realty Advisors

KATHY BRISCOE
Independent Adviser

Kayne Anderson Rudnick Selects  
Arixa Fund for Its Investment Platform

Arixa's Funds Accepted on Fidelity's 
Alternative Investments Platform

Given Arixa’s growth, our management team can benefit from regular input from independent advisers with deep 
industry experience. Our two advisers shown below are both helping us to further develop the Company while following 
best practices for our industry.

Kayne Anderson Rudnick Investment Management (KAR) is 
a $18.9 billion registered investment adviser (RIA) with eight 
offices throughout the U.S. In early 2017, KAR conducted 
a search of real estate lending funds to offer as part of 
its wealth management platform. KAR ultimately selected 
Arixa Secured Income Fund and has been utilizing this fund 
to provide attractive yield to many of its clients.

Winning this mandate represents a major accomplishment 
for Arixa. We want our funds to be recognized as among 
the best-managed and most professional real estate 
lending vehicles and we believe this asset class will become 
increasingly important as time goes on.

As part of KAR's onboarding process, they requested 
that Arixa's funds be approved by Fidelity Investments' 
Alternative Investments Platform for custody. This allows 
RIAs like KAR to more easily hold alternative investments 
in client accounts alongside mainstream investments such 
as equity and bond funds. Arixa's funds were approved 
by Fidelity and can now be purchased and held through 
Fidelity using the following CUSIP numbers:

• CUSIP # 672998689 (Arixa Secured Income Fund, LLC)
• CUSIP # 487993073 (Arixa Fund III, L.P.)
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Western Real Estate 
Business Article 
Demystifies Credit Funds

In his guest article, Jan Brzeski highlights 
the levers used by credit fund managers 
to enhance returns. While each technique 
can have merit, some of them create 
new risks for fund investors who seldom 
understand the nuances of how these 
funds operate. The goal of the article 
is to reveal the inner workings of credit 
funds, to allow investors to conduct 
better due diligence. A copy of the article 
is available on Arixa’s website under 
“Resources>News”.

IMPORTANT CONCEPTS 
TO UNDERSTAND BEFORE 
INVESTING IN CREDIT, 
ALTERNATIVE INCOME FUNDS

November 2017

Arixa Featured in Debtwire

ARIXA CAPITAL TO SELL LOANS

December 13, 2017

A recent Debtwire article notes that Arixa 
Capital will begin selling loans to larger 
credit funds in the coming months. Loan 
sales will help offset coupon pressure in 
the fix-and-flip lending market. 

5

PRESS, PUBLICATIONS + AWARDS

Greg Hebner weighed in on 
Inglewood's rebirth as a real estate 
hot spot. As real estate prices 
continue to rise throughout all of 
Southern California’s metropolitan 
areas, Inglewood has come into 
the spotlight for its proximity to 
Downtown LA and large-scale 
projects such as the new NFL 
stadium. Developers, seizing upon a 
comparatively affordable market, are 
transforming single- and multi-family 
buildings to match demand. 

Los Angeles Business Journal Article on the Rebirth 
of Inglewood as a Real Estate Hot Spot

INGLEWOOD LOOKS UP: FOOTBALL,  TRANSIT 
BOOST RESIDENTIAL – OFFICE MARKET IN LINE?

Inglewood is not rent controlled, 
and there are a lot of apartments. 
Now the community is expecting 
more product similar to what’s 
on the West Side and there’s a lot 
of opportunity. A lot of smaller 
apartments are being substantially 
upgraded and renovated.

 

Inglewood Looks Up 
Football, transit boost residential – office market in line? 

By Neil Nisperos 

Friday, November 24, 2017 
 

 
Metro/Crenshaw LAX line Photo by Ringo Chiu. 

 
Los Angeles — Commercial development is booming in Inglewood, and residential real estate is 
anticipated to follow. 

Developers, investors, politicians and commercial real estate brokers cite the incoming Los Angeles 
Stadium and Hollywood Park entertainment center, the new Metro Crenshaw rail line, and $14 billion 
invested in nearby Los Angeles International Airport as driving forces behind new apartment 
construction, raising apartment rents and increasing home prices. 

All of that, they say, could also set the stage for a growing office market in the next decade. 

November 24, 2017

"

“There are two scenarios, a soft 
landing and a hard landing. We 
are preparing for both, because we 
don’t know which it is going to be.”

— Jan Brzeski

— Greg Hebner

"

The quote to the left is from a recent 
article in the Scotsman Guide, a 
leading resource for residential and 
commercial mortgage originators 
throughout the United States.  In the 
article, as in the cover letter for this 
Newsletter, Jan describes how Arixa 
Capital is preparing for the next real 
estate downturn, regardless of whether 
it will be a soft landing or a hard landing.  
Arixa’s management team is focused 
on how to best position the Company 
and its funds to continue to provide 
best-in-class non-bank lending. 

Scotsman Guide Article Details how Arixa is Preparing 
for the Next Real Estate Downturn

COMMERCIAL LENDERS SEE 
MIXED SIGNS FOR 2018

January 5, 2018
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Two of Arixa Capital's Funds are Chosen as Best-of-
their-kind by the Real-Estate Crowdfunding Review

What's in Your  
Seven-Figure Portfolio?

Arixa Secured Income Fund and Arixa Fund III 
were selected by investment website publisher 
Ian Ippolito to join his selective Top 15 Hard 
Money Loan Funds list for 2017-18. The Arixa 
funds won awards for the best uncured 
default rate, most lenient withdrawal policy, 
and most conservative LTV target. We are 
honored to be selected by what many regard 
as an authoritative source for private lending 
investors.

This article, subtitled How I'm 
preparing for the next recession with 
"quick" and "slow" investments, reveals 
Ian  Ippolito's personal portfolio of 
investements, which includes Arixa 
Capital funds. We believe that Arixa's 
funds are a good portfolio addition 
for anyone looking for uncorrelated 
returns monthly income and a 
margin of safety.

ARIXA CAPITAL SECURED INCOME 
FUND & ARIXA FUND I I I  NAMED 
TOP 15 HARD MONEY LOAN FUNDS 
FOR 2017-2018

A PEEK INSIDE MY 7 FIGURE 
2017-2018 REAL ESTATE 
PORTFOLIO

ARIXA SECURED 
INCOME FUND 

ARIXA FUND I I I

November 30, 2017
October 12, 2017
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2017-2018 TOP 15 
HARD MONEY LOAN FUNDS
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GlobeSt. Two-Part Series on Non-Bank Lending 
Regulations and What Regulators Should Focus on

PART 2:  A CLOSER LOOK AT  
BANK LENDING REGULATION

PART 1:  SHOULD WE STEP UP  
NON-BANK LENDING REGULATION?

November 9, 2017November 6, 2017

Commercial real estate publisher 
GlobeSt. interviewed Jan Brzeski 
about the state of regulation of both 
bank and non-bank lenders. In this 
two-part series, Jan compares and 
contrasts the regulatory framework 
for each type of lender, and the 
legitimate reasons why regulations 
continues to be very different.

Arixa Organizes Monthly 
Cocktail Mixers to Bring 
Together Industry Execs

These events consistently attract 50-150 
commercial real estate professionals 
per mixer. Attendees are from the 
investment transactional side of the 
industry, including those with experience 
in acquisitions, development, JV equity, 
lending, investment sales, and debt and 
equity placement. These mixers take 
place at the W Hotel in Westwood from 
6:00 P.M. to 9:00 P.M. Please reach out if 
you're interested in attending.

The best argument for regulating lenders is that they often interact with 
ordinary people. The difference in sophistication between finance businesses 
and ordinary consumers and investors creates a justification for the 
government to set and enforce minimum standards on the conduct of lending 
businesses. — Jan Brzeski

"



SPEAKING ENGAGEMENTS

A core part of Arixa Capital’s brand is to be active in the real estate and 
alternative investment community. Jan and Greg were regular speakers at 
industry conferences in 2017, including the following events.

Arixa Capital Advisors, LLC

GENERATING PROFITS IN TODAY'S REAL ESTATE MARKET

IMN 2017 CONFERENCE: THE SINGLE FAMILY RENTAL 
INVESTMENT FORUM (WEST)

CREFC:  4TH ANNUAL CRE  LENDING: 
WEST  COAST PERSPECTIVE

2017  ALTS  S IL ICON VALLEY

Greg spoke on the panel entitled ‘Flip Acquisition/Disposition: 
Where are you Finding Increasingly Scarce Inventory?’

Arixa Capital hosted a panel discussion in Solana Beach, CA 
moderated by Greg. The night was filled with industry professionals 
discussing how they are currently finding profitable opportunities at 
this state in the real estate market. 

October 19, 2017

December 4-6, 2017

December 5, 2017

November 28, 2017

7

CREFC is an association of real estate lenders 
including 300 members companies and over 9,000 
individual members. At this event, Jan spoke on the 
panel entitled “Alternative Lending”.

ALTS Silicon Valley focuses on alternative investment 
strategies and is sponsored by the respected CFA and 
CAIA Societies of San Francisco. At this conference, 
Jan spoke on the panel entitled “Real Assets”.
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Join us for the 12th Annual Real Estate Symposium, “Smooth Cruising or Bumps Ahead?"

Arixa Capital will host the 12th Annual Real Estate Investment Round Table Discussion at UCLA's Music Building on May 2, 2018. 
Last year's event, "Investing Amidst Uncertainty", was held at UCLA's Anderson School of Management and drew over 500 
attendees. Don't miss out on an evening of networking, refreshments and a lively panel discussion among some of Southern 
California's most established and interesting real estate investors. Register today at: 2018uclasymposium.eventbrite.com

UPCOMING EVENT

THE 12TH ANNUAL
REAL ESTATE

SYMPOSIUM
MAY 2
2018

SCHOENBERG HALL
UCLA'S MUSIC BUILDING

PRESENTED BY:

REGISTER NOW

PANELISTS:

JESSE SHARF
MODERATOR
Gibson, Dunn & Crutcher

EMILE HADDAD
FivePoint Communities

WILLIAM R. LINDSAY
PCCP

MARIA STAMOLIS
Canyon Partners Real Estate

JAN BRZESKI
Arixa Capital

AGENDA:

5:30 - 7:00 pm
NETWORKING RECEPTION

7:00 - 8:00 pm
PANEL DISCUSSION

8:00 - 8:30 pm
AUDIENCE Q&A

SPONSORS:

Smooth Cruising
or Bumps Ahead?

2018

Investor

May 2, 2018

https://2018uclasymposium.eventbrite.com
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