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Re: Reflections on 10 Years of Non-Bank Lending to Real Estate Investors

Dear Clients and Professional Colleagues:

It was 10 years ago when I started originating and investing in real estate bridge loans (one year before I started 
our first lending fund). My goal for myself and our co-investors was to generate attractive income, with relatively 
short maturity loans, while maintaining a good margin of safety. I focused on small loans – mostly single-family 
foreclosures being purchased by opportunistic investors – due to the limited amount of capital that we had to 
invest.

Because established investment managers did not want to deal with small, short-term investments, our market 
remained underserved for years. Since then, Arixa has originated more than 1,000 loans totaling more than $1 
billion, while other non-bank lenders have originated billions more. Today the market we serve is no longer 
underserved. In fact, it seems that most major alternative investment managers want to allocate capital into the 
types of loans that Arixa originates. Seldom in my career have I seen so much interest from so many people in 
what my company and team are doing.

Top Accomplishments in the Past 10 years

I am very proud of what Arixa has accomplished in the past 10 years. Topping the list for me are (1) our steady 
returns with a low default rate and an even lower loss rate, (2) the excellence of our team, which has built 
the company to a regional leader in our market, and (3) our exceptionally high rate of borrower satisfaction. 
Regarding this last point, in 2018 we began measuring borrower satisfaction using an industry standard scoring 
approach – the "Net Promoter Score". First Republic Bank has proudly touted their score of 72 in their marketing 
materials recently, compared with just 35 for the average U.S. bank. With the great majority of Arixa's 100+ 
borrowers responding, our latest score of 94 is so high that we are pleasantly surprised by this result. Arixa's 
high score indicates real differentiation and we aim to continue providing what we call "white glove service" to 
our clients.

Risks to Keep an Eye On

I recently attended a large conference of the Structured Finance Investment Group. This convention of 8,000 
people is devoted to aggregating and securitizing a range of loans. I was struck by the fact that the types of loans 
that Arixa originates are now viewed as appealing raw material for securitization. That is good news for Arixa 
in many ways – there is great demand among investors for the loans we originate. However, I am concerned 
that some of the people securitizing loans like ours don't really understand the underlying real estate or fully 
appreciate the risks associated with sloppy loan underwriting. If investors push too much money into the hands 
of the wrong lenders – those who are not diligent and only want to maximize their origination volume – we may 
see an increase in defaults and our industry will suffer a reputational setback.

In summary, we remain optimistic about the need for our services and our ability to grow our business, while 
maintaining strong underwriting standards. At the same time, we are preparing for choppier real estate markets 
ahead and a consolidation or culling of non-bank real estate lenders. As Warren Buffett has famously said, "you 
only find out who is swimming naked when the tide goes out."

Sincerely,

Jan B. Brzeski
jbrzeski@arixacapital.com
(310) 905-3055
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2018 FUND PERFORMANCE

2018 was another year of strong returns for Arixa Capital's investment funds.

Launched in 2010, Arixa Secured Income Fund (ASIF) 
provides customized senior loans to experienced 
borrowers who acquire, renovate and resell or refinance 
and hold investment properties, primarily in coastal 
California markets. ASIF has originated more than 300 
loans since inception and has not had any losses to 
date.  In 2018, ASIF generated net investment returns 
of 7.4%, or 7.7% compounded monthly, and ended the 
year with $54 million in assets.  

Arixa Fund II
Equity/Rental Income

This fund was launched in 2012 to purchase, renovate, 
lease and operate a portfolio of residential real estate.  
The Fund initially focused on purchasing single-family 
homes from banks but has expanded its investment 
mandate to include multifamily projects. Today, the 
Fund distributes steady income secured by urban-
infill California residential properties and mezzanine 
investments to generate attractive overall returns.  
During 2018, the Fund sold six properties, generating 
more than $1.1 million in realized gains, and achieved 
net returns of 8.0%.

Arixa Enhanced Income Fund 
Levered Private Lending Fund

Launched in 2014, Arixa Enhanced Income Fund (AEIF) 
provides similar loans to ASIF but is designed to deliver 
slightly higher returns. AEIF utilizes approximately 
50% leverage to enhance monthly income and has 
the flexibility to lend on ground-up construction and 
subordinate loans on limited basis.  The Fund has not 
had any losses to date, and based on historic payoffs, 
loans have comprised approximately 60% of the finished 
properties' value. For 2018, net returns were 9.2%, or 
9.6% compounded monthly. The Fund ended the year 
with $112 million in assets and funded 76 loans in 2018, 
representing $124 million in loan volume.  
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SURVEY SAYS: EXCEPTIONALLY HIGH LEVELS OF BORROWER SATISFACTION

The Net Promoter Score (NPS) is a simple and proven methodology for understanding customer satisfaction through first-hand 
feedback.  In 2018, Arixa began to gather and measure feedback from its universe of borrowers. 

How likely are you to recommend Arixa Capital to a friend or colleague?

The numerical rating provides a standardized quantitative benchmark that can be tracked over time.

145 9.8 10 94

BORROWERS SURVEYED AVERAGE SCORING MEDIAN SCORING ALL TIME NPS SCORING

A free-form follow-up question allows customers to provide context for their rating, 
without the bias that targeted survey questions might cause. 

“Easy to work with and very 
quick response times.”

“Great experience with the 
team. They held my hand 
throughout the process and 
were available at all hours to 
make the financing complete 
and on time.”

“Friendly, work on time, 
quickly respond, best lender, 
highly recommend.”

Source: Arixa Capital, CustomerGuage.com, & NPSBenchmarks.com
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www.arixacapital.com3

SUMMER 2019 NEWSLETTER

ARIXA DEMONSTRATES LEADERSHIP THROUGH WRITING & SPEAKING ON ISSUES 
CRITICAL TO THE FUTURE OF OUR BUSINESS

See www.arixacapital.com/press for detail on the stories featured below.

Jan Brzeski writes in the Mann 
Report that non-bank real 
estate lenders have thrived 
since the financial crisis. 
Southern California is home 
to many of the largest such 
lenders. Goldman Sachs and 
other large investors have 
recognized the potential of 
the small-balance part of the 
non-bank lending business 
and these lenders can be 
expected to keep growing.

Mann Report Covers Arixa's View on 
Goldman Sachs Purchasing Genesis Capital

August 3, 2018

WHY DID GOLDMAN 
SACHS JUST BUY A LOS 
ANGELES-BASED FIX-
AND-FLIP LENDER?

""When the next real estate 
downturn hits, the most 
aggressive non-bank lenders 
will disappear - but the ones 
remaining will likely emerge 
as more substantial players 
in the industry."

— Jan Brzeski

Scotsman Guide Highlights the Rise 
of Nonbank Lenders

NONBANKS HAVE A BRIGHT FUTURE THAT CAN 
BENEFIT A VARIETY OF COMMERCIAL REAL 
ESTATE PROJECTS

January 2, 2019

"One of the biggest success stories in the real estate and 
mortgage industries since the financial crisis is the rise of 
non-bank lenders all over the country. For commercial 
mortgage brokers and their clients, this is good news, 
as these companies are able to make decisions quickly 
and lend without a 'check-the-box' mentality." Jan Brzeski 
contributes to the Scotsman Guide about the trends 
mortgage brokers and borrowers should be aware of 
and what is likely to happen to non-bank lending in the 
future.

Think Realty Radio: Non-
Conventional Lending, with 
Jan Brzeski

August 30, 2018

Jan Brzeski discusses with Ahbi Golar the 
convenience and ease of receiving a non-
conventional loan. The process takes two to 
three weeks instead of two to three months. 
Jan and Ahbi also discuss Opportunity Zones.

ENGAGING REAL ESTATE INVESTMENT 
CONVERSATIONS IN THE INDUSTRY

Investing Through Real Estate Lending - Arixa 
Capital Advisors - with Jan Brzeski

CONNECTING WITH REAL 
ESTATE INVESTORS IN 
ORANGE COUNTY

February 1, 2019

Jan was interviewed by Charley 
Wright, the host of OC Talk Radio.  

Jan and Charley discuss how Arixa makes bridge loans to residential and 
commercial property renovators. They also cover the new Opportunity Zone 
program that was recently established by the U.S. Congress and how it impacts 
Arixa and the real estate industry. 

""We are hosting events in various Opportunity Zones around 
LA to get our clients and potential clients out into those 
neighborhoods to see what's actually happening."

— Jan Brzeski
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OPPORTUNITY ZONES ATTRACT CAPITAL & SPUR DEVELOPMENT

Sources: U.S. Opportunity Zones:  A Baseline.  Real Analytics.; Opportunity Zone Fund Directory. National Council of State Housing Agencies. 

In December 2017, with the passage of the new tax law, Congress included a provision intended to incentivize 
investments in low-income census tracts, dubbed "Opportunity Zones".  These Opportunity Zones can be rural or 
urban, and they exist in every state and every major metropolitan area, including Los Angeles.  The law pertains to any 
type of business investment, but it is particularly well suited for real estate development.  Since the new law went into 
effect, the National Council of State Housing Agencies has identified 106 Opportunity Zone funds seeking to raise $23 
billion in capital.  The Opportunity Zone program incentivizes investors to realize capital gains, from any source, (not 
just real estate) and invest those gains in an Opportunity Zone fund by offering three tax benefits: (1) deferral of capital 
gains tax on the gains invested, (2) reduction in the amount of tax owed on those gains, and (3) tax-free appreciation 
on the real estate investment.  Naturally, this has created a great deal of excitement in the real estate community, not 

only as a viable alternative to the 1031 exchange mechanism, 
but also because of the nearly $6 trillion of unrealized capital 
gains eligible to be invested in Opportunity Zone funds.  
According to research conducted by Real Capital Analytics, 
the initial impact of the program has been a surge in land 
sales within opportunity zones, up over 62.7% year-over-year 
in the third quarter of 2018, as speculative investors have 
been snapping up developable land. Accordingly, prices of 
properties in Los Angeles and New York City Opportunity 
Zones have started to outpace the overall market.   

Intent of Opportunity Zone Incentives

The intent of Congress for the Opportunity Zone program was 
to spur new development in distressed areas that historically 

have seen little investment.  For this reason, simply buying and holding income property in an Opportunity Zone will 
not qualify for the program.  The real estate that one purchases must be "substantially improved".  "Substantially 
improved" is defined as spending as much to improve the property as the value of the buildings on the property.  For 
example, if you buy a property for $100, $40 of which is attributable to the value of the building, an investor must 
spend $40 over a 30-month period improving the property.   The implication of this substantial improvement provision 
is that, in most cases, Opportunity Zone real estate investments will be ground-up development projects – the most 
complex and inherently risky type of real estate investing.  For investors who do not have expertise in development, 
this underscores the importance of working with trusted advisors when pursuing Opportunity Zone investments.

Arixa's Opportunity Zone Program

Over the past several months, Arixa Capital has been working with a select group of investors, leveraging our 
position as a lender to real estate developers, to identify promising Opportunity Zone projects through experienced 
reputable development partners.  Throughout 2019, Arixa will be hosting a series of Opportunity Zone mixers, in 
actual Opportunity Zones, intended to connect investors, developers, and fund managers active in Opportunity 
Zones.  We held our first such event in February in the West Adams neighborhood of Los Angeles, which is 
experiencing a resurgence, as result of companies like Apple, Google, and Amazon expanding their presence along 
the Expo Line.  Please look for upcoming announcements of our future Opportunity Zone events.  Additionally, 
as a resource for investors, we have published two white papers on Opportunity Zone investing, available on 
our website under investor resources.  Lastly, given the intense interest in Opportunity Zone investing, we 
added an Opportunity Zone panel to our annual real estate symposium program at UCLA on April 23rd. We are 
committed to continuing to build our reputation as a thought leader in the real estate industry and as a trusted 
adviser for investors exploring Opportunity Zone investments.  If you are an investor researching Opportunity 
Zones or a developer seeking capital for projects within Opportunity Zones, please do not hesitate to contact us.  
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A VIEW FROM THE TOP REVISITED: 13TH ANNUAL REAL ESTATE SYMPOSIUM

Arixa Capital hosted its 13th Annual Real Estate Symposium at UCLA's Luskin Conference Center on April 23, 2019. The event 
drew over 300 attendees and for the first time ever offered two panels. For a discussion on Opportunity Zone investing, 
Arixa gathered experts within the industry to discuss the latest IRS guidelines, how developers are sourcing projects, and 
investment options for passive investors. The second panel discussed the current economic cycle, fundraising, the evolution 
of Los Angeles, rising costs, and the future of retail, among other topics.
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NEW TEAM MEMBERS, NEW OFFICE

ARIXA OCCUPIES FORMER LA 2028 OLYMPICS OFFICE SPACE

To accommodate our growth, Arixa moved into a 
new office space that was previously occupied by 
the LA 2028 Summer Olympics organization. We are 
inspired by the success of Los Angeles in securing the 
Olympics for our city and Arixa will benefit from the 
growth in mass transit that will spur redevelopment 
in years to come.


