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U.S. Credit Market Debt1 

1.) Source: Federal Reserve, Flow of Funds Account of the United States, Third Quarter 2011 

$887 B 

Home Equity 

$13.6 T 

Mortgages 

$10.3 T 

Residential 

$3.3 T 

Commercial 

$11.5 T 

Corporates 

$10.1 T 

Treasuries 

$7.6 T 

Agencies 

$2.5 T 

Consumer 

$3.7 T 

Municipals 

$3.9 T 

Other 

$53.8 t 

$600 B 

CMBS/CDO 

$1.3 T 
Commercial 

Banks 

The U.S. credit markets are very large and 
complex, with many niche sub-markets 



Investor Breakdown 
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EJF Capital LLC 
$1.5 Billion Debt strategies aum (as of 2/15/12) 

Investor Breakdown 
 
 

RIA Clients 
BD Clients 
Direct Clients 

88% 
Institutions 

12% Individuals 

Institutional Hedge Funds 
•  Sophisticated active management/

strategy 

•  Institutional management fees 

•  Short lock up 

• Low load/no load  



Fund Structured For RIAs/Broker Dealers 

EJF Income 
Fund, LP 

 
$18 Million AUM 

(as of 2/1/12) 

•  Capital may invest alongside EJF Debt Opportunities Fund 

•  A portion of the Fund’s capital is invested in agency 
mortgages for current income 

•  Low minimum investment of $100,000 

•  Both load and no-load classes (BD/RIA) 

•  7% hurdle rate + high water mark 

•  Quarterly distributions of taxable income 

•  Audited financial statements 

•  Monthly NAV directly from the administrator 

Accredited individuals may benefit from investing alongside 
the institutional fund. 



Commercial Real Estate CDO Example 

 

• Class A receives principal 
repayments first 

• Very high collateral coverage 
(over 3 to 1) 

• Amortizing very fast (47% in  
less than a year) 

• Repayments result in attractive 
gains (purchased at 72) 

Class A 
$98 Million 

Class B-D 
$90 Million 

Equity 
$164 Million 

Bond 
Waterfall 

$312 Million  
Performing 
Collateral 

$21 Million Def. 
Collateral 

$85 Million 
Whole Loans 

$156 Million 
B Notes 

$52 Million 
Mezzanine 

$41 Million 
Preferred 

Equity 

Collateral 
$333 Million 

Using complex structures to buy real estate at a discount 
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Small-cap stocks have historically outperformed large-cap stocks by 2.2% compounded annually for the 
past 85 years and have done so in nearly 2 out of every 3 years. Microcap performance has been even 

greater with historical average returns 6.5% higher than the largest-cap stocks. Even adjusted for increased 
volatility, microcap stocks outperformed by nearly 2.5% on a compounded basis. 

Small and Large Cap Compounded Returns  
1926-2010 

Source: Ibbotson & Associates, 2011- Valuation Yearbook. Prior performance is not indicative of future results. While small and microcap stocks 
have cumulatively outperformed large cap stocks during this historical period, there have been significant periods of time where small cap and 
microcap stocks underperformed large cap stocks. 
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Small-cap stocks have outperformed large-cap stocks following each of the past ten recessions by an average of 15%. 
The most recent recession of 2007-2009 officially ended, the remaining economic weakness provides an attractive 

backdrop and potential enhancement for small and microcap performance. 

Returns of Small and Large Cap Stocks 1-Year Post Recession 

Source: Small caps lead the way, Prudential, 2008. For 2007-2009, Large cap returns are based on the Russell 1000 Index and small cap returns based on the Russell 
2000 Index. Prior performance is not indicative of future results. While small and microcap stocks have outperformed large cap stocks following the above 
recessions, there have been significant periods of time where small cap and microcap stocks underperformed large cap stocks. 
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●  According to S&P (June 
2010), U.S. non-financial 
corporate borrowers have 
more than $1.7 trillion in rated 
bonds and loans maturing 
between 2011 - 2014. 

●  Amount of speculative-grade 
debt (“BB+” and lower) 
coming due will continue to 
be a large share of overall 
maturing debt. 

●  Corporate borrowers at low 
end of ratings scale will need 
to climb a “Refinancing Wall”. 

●  Many companies with 
speculative-grade debt have 
relied on amend-and-extend 
rather than refinancing to 
extend bond and loan 
maturities. 
*Information contained herein is for informational and illustration purposes only – it should not be utilized as the basis for investment decisions, nor 
should it be considered as advice designed to meet the specific needs of an individual investor. 
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Pricing off the Peak

0.5 

0.75 

1 

1.25 

1.5 

1.75 

2 

2.25 

Jan-01 Jan-02 Jan-03 Jan-04 Jan-05 Jan-06 Jan-07 Jan-08 Jan-09 Jan-10 

Moodys/REAL Commercial Property Price Index (CPPI) 

Real estate values have dropped from the peak of the market. 

Source: MIT Center for Real Estate, Real Capital Analytics, Inc.  
 
The Moodys/REAL commercial property price index (CPPI) measures price changes of same-property round trip investments in 
the U.S. commercial property market. The index is based on data from MIT Center for Real Estate industry partner Real 
Capital Analytics, Inc (RCA). Indices are unmanaged and cannot be invested into.  
 



Inflation Hedge

Historically real estate has outperformed the inflation rate in years of 
above average inflation. 

Sources: U.S. Bureau of Labor Statistics, NCREIF 
Past performance is no guarantee of future results. 



Correlation Diversification
Historical low correlation with stocks, bonds and fixed-income 
investment returns 

Asset-Class Correlations: 1996-2010 



Reduced Immediate Volatility
Low standard deviation when compared to other investment types 

Risk Levels of Real Estate Versus Equities: 1996-2010 


