i =
grocapifus

OPPORTUNITY ZONE INVESTING EXAMINED

The 5

Greatest Perils of
Opportunity Zone
Investing
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OPPORTUNITY ZONES

S PERILS OF
OPPORTUNITY ZONE
INVESTING

AVOID THESE TO INCREASE
YOUR CHANCES OF SUCCESS
WITH OPPORTUNITY ZONES
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KNOW THE 5 CRUCIAL ... WE DIG DEEPER TO ANSWER THE

DATA QUESTION:
POINTS

« Population growth
« Median income growth - u
« Home price growth

« Crime reduction g ro ca pi I-US

« Job Growth



It will be seriously challenging for the bigger funds to locate
the right developer partners for opportunity zone projects.

That's because, traditionally, developers don’t hold properties
for long periods of time. They follow the

build-fill-sell model. It's generally not part of their business
model to hold the assets for any length of time. This being
the case, the typical developer usually lacks the protocols,
procedures, and infrastructure necessary to successfully hold
a project.

Managing a new Class A or Class B property in a Class C
area is, by definition, a difficult task. To attempt it without
experienced asset management staff and the
accompanying systems could easily be a recipe for disaster.

This is particularly problematic for Opportunity Zones
projects because promoters and developers in opportunity
zones will need to have the competency to hold these
assets for at least 10 years.

During those 10 years, we foresee at least two recessions.
Higher end product in Class C areas tends to do poorly
during recessions. That's where deep asset management
experience can make a difference, and most developers
simply don’t have that talent

in-house.



WE ARE PICKY ABOUT OUR DEVELOPERS

They need the right answers to the right

They must be patient. :
questions.

Any developer who does not possess
essential competencies and mindset will
become impatient and wind up selling a
project, perhaps even before

the five year mark.

Here's just a few of the questions we ask
our developers:

| ;|\ N How long did you hold your last 5

! RO projects?

Did you sell those projects vacant or were
they stabilized prior to selling?

Do you you have a dedicated in-house
asset management team? (a good

relationship with a property manager is
NOT enough)

Due to the strict rules for Opportunity
Zones, selling too soon will result in huge
tax losses for investors (and potential
lawsuits!).




CAVEAT

ASK QUESTIONS ABOUT THE

PROJECT AND DON'T WORK WITH
ANYONE WHO WON'T PROVE THEY USED
ACCURATE DEMOGRAPHICS DATA TO
TARGET THE RIGHT OPPORTUNITY ZONE.













Whenever possible, investors should only invest in projects that
are already zoned and entitled. This reduces risk, and time to
cash flow.

If that is not possible, investors should work with development
teams that already own the land / project.

After all, they wouldn’t buy expensive land if they were not
confident about the zoning / permitting challenges.



Peril #5: Beware of
'Zombie" Projects

As soon as Opportunity Zones moved a little into the
mainstream, we began to notice a proliferation of what
we call “garbage” or “zombie” projects.

These were projects where the developer spent
hundreds of thousands of dollars (or more) on the the
initial land acquisition, zoning and permitting, only to
discover that the project really didn’t pencil out, and
investors were uninterested.

These projects have been sitting on a shelf ever since.




These projects are being “repackaged” as Opportunity
Zones projects in the hopes that investors will not bother to
look under the hood.

As demand grows, you can expect to see more and more of
these garbage projects marketed, even though they have
little to no hope of succeeding.

Viable Opportunity Zone projects are few and far between.
If you are considering investing in one, we encourage you
to talk with our data driven analytics teams first.

They can help you do an end run around the zombies and
make decisions that will give you the best shot at success.

= LY oy \ 1/ ) e & % ‘(9 ““' AN «" ( )lhj










Interested in becoming an
Investor?

Find out about our investment
opportunities, which include
Opportunity Zone projects as
well as traditional Value Add
projects.

grocapitus.com

Check out our incredible
selection of free webinars,
podcasts, video training,
articles, and much much more.

We have some of the most
positively-reviewed, highly
rated real estate training in the
industry available at

multifamilyu.com



