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The new fund has no insurance companies as
investors; only banks. This compares to The Richman
Group’s prior national multi-investor fund that closed in
December 2011 ($257 million, 6% yield) in which insur-
ance companies accounted for about a 30% share. And
even that share was down from previous
funds, noted Daley.

Fred Copeman, of CohnReznick, LLP,
says yields on national multi-investor
funds currently in the market are gener-
ally higher than several months ago.
“Most are between 6 and 6.75 percent,”
he says. “The [syndicators] at the high end of that range
are, in many cases, taking a hit to their fees...People are
desperately trying to get a few stragglers in the life
insurance sector to come into their deals and/or to
attract banks that they have not done business with in
the past. It’s a really, really tough market at the
moment.”

The latest edition of Corporate Tax Credit Fund
Watch, a quarterly survey of LIHTC multi-investor funds
prepared for Tax Credit Advisor by Ernst & Young, LLP,
shows 13 national multi-investor funds with projected
after-tax yields ranging from 6% to 7.58%, including 9
funds at 6.50% or higher. Three months earlier, projected
yields on 14 national multi-investor funds ranged from
6.0% to 7.32%, including 6 funds at 6.50% or greater.
(See p. 22 for latest Corporate Tax Credit Fund Watch
chart.)

Even Higher Yields Desired
Industry sources said the reason for

the higher yields on new multi-investor
funds is to try to lure more insurance
companies and other non-CRA investors
back into the market. “I think we’re back
where we were in 2010,” says Daley,
“when yields went up significantly to
attract the capital to get the projects funded.”

Jack Casey, of Meridian Investments, Inc., which
advises corporate investor clients and brokers sales of

It may be something less than a full-blown metamor-
phosis, but something’s surely changed in the low-
income housing tax credit equity market from three

months ago.
“Yields are going up and prices are

coming down, even in the more competi-
tive CRA markets,” says Tony Bertoldi of
syndicator City Real Estate Advisors, Inc.

Indeed, yields on many new national
multi-investor funds are higher than the
levels of mid-summer, as purely “eco-
nomic” investors not motivated by the federal
Community Reinvestment Act have demanded higher
yields and after a number of these have scaled back
their investment or moved to the sidelines. Meanwhile,
pricing to developers for housing credits has stabilized
and even dipped in some areas. 

Tough Multi-Investor Fund Market
Syndicators continue to fill single-investor propri-

etary funds and find investors for their multi-investor
funds. But the latter product line has become more diffi-
cult for many sponsors, with it taking longer to complete
new national multi-investor funds – and finishing them at
smaller sizes – than originally anticipated.

“The multi-investor market has
become extremely difficult,” says Marc
Schnitzer of syndicator R4 Capital, Inc.
“It’s a very difficult time to close a
multi-investor fund.”

According to Ryan Sfreddo, of syn-
dicator Red Stone Equity Partners, LLC,

“Investor demand for multi-investor product has clearly
tapered off compared to just six or twelve months
ago...I’d term today’s demand as tepid.”

The Richman Group, for example, was hoping to
soon close in the final investors for its current national
multi-investor fund ($190 million, 6% after-tax projected
yield) that was launched at the beginning of 2012. “This
process of nine months was significantly longer than
previous funds,” said Richman Group executive Stephen
Daley. LIHTC, continued on page 21
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even been falling a bit, particularly in non-CRA markets.
“People are paying less for credits and developer

expectations are moderating,” said R4
Capital’s Marc Schnitzer.

Jeff Goldstein, of syndicator Boston
Capital, noted, “Credit pricing ranges
from the 80s (cents per dollar of hous-
ing tax credit) to over a dollar in high-
demand CRA markets.”

Greg Judge, of syndicator Boston Financial
Investment Management, felt that typi-
cal current pricing is 95 cents to well
over a dollar in strong CRA markets with
heavy interest by major bank investors –
such as New York City, Long Island,
California, Florida, DC, parts of Texas –
and from the high 80s to upper 90s in
areas that “aren’t necessarily strong CRA hits.”

Tony Alfieri, of RBC Capital Markets’ Tax Credit
Equity Group, pegged the current price range from 85

cents to $1.05 per dollar of credit.
Beth Stohr, of U.S. Bancorp

Community Development Corporation,
which invests in housing credits for par-
ent U.S. Bank (about two-thirds direct,
one-third in multi-investor funds), is still
seeing frenzied bidding for deals in the

highly competitive, very high need CRA markets. But
Stohr, who characterized the LIHTC equity market today
as “in a tremendous state of flux,” reported she’s been
able to pay a little lower price than before in direct
investment executions. “It’s a trickling down,” she notes.
“And I think it’s in the early stage. So the question is,
what does this look like in February of next year?”

Copeman felt that the industry is only at the “front
end” of a downward pricing adjustment necessary to
boost multi-investor yields to levels that restore the non-
CRA investor pool to a healthy level. He noted that this
“repricing” is “going to take several months to play
out.” But he added that this shift won’t require a huge
reduction from current pricing levels, unlike that which
occurred in 2009.

Stohr said USBCDC is on pace to surpass its 2011
LIHTC investment volume by about 5% to 10% in 2012.
Similarly, Andy Ditton of Citi Community Capital expect-
ed Citi’s 2012 LIHTC investment volume to exceed its
2011 volume by a slight amount. He noted Citi

LIHTC, continued on page 23

tax credit investments (including LIHTC), suggested that
a further boost in LIHTC multi-investor yields is needed
to rejuvenate the non-CRA investor segment to a
healthy level.

“We have some [insurance companies] that have
come back at 6.75%,” he says. “If we were at 7%, I know
of at least another 18 insurance companies that would

come back in.”
Says Casey, “Probably the best

yield for this industry is 7% after tax. As
soon as you start going south of that,
you begin losing corporations, insur-
ance companies. People basically have
an internal hurdle rate that they have

to meet in order to justify the 15-year hold period.”
Ben Mottola, of syndicator Stratford Capital Group,

put it simply: “What it all comes down to is we have to
keep the economically motivated investors, the non-
CRA guys, interested in our product.”

Regional funds, particularly those targeting markets
with a strong presence of CRA-motivated banks, seem
to be resisting the trend to higher yields. For example,
Raymond James Tax Credit Funds, Inc. closed a $100
million New York City fund with five investors and a 4%
yield in September. Enterprise Community Investment,
Inc., meanwhile, is out with California and Pacific
Northwest funds with projected yields of 4.75% and
5.25%, respectively.

Sources generally reported that banks continue to
be investing heavily in housing credits. But even here
some suggested there is an easing.

“Investor demand has tapered a bit, reflecting the
pullback from economic investors and from CRA
investors who have met their current CRA goals,” said
Enterprise’s Raoul Moore. “We expect CRA demand to
pick up in 2013 with the start of new CRA cycles for a
number of the banks. We are unclear about what yield
will bring the economic investors to the market.”

Copeman estimated that the nation’s top five banks
account for about 50% of the total LIHTC equity raised
today, and for all bank investors, around 90%.

Credit Pricing Stabilizing
Industry participants generally felt that credit prices to

developers have leveled off, and some said prices have

LIHTC, continued from page 20
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succinct prediction: “Pricing south, yields north.”
Several people said there are many pending 

uncertainties: the outcome of the presidential and
Congressional elections and what impact those may
have; what Congress does (or does not do) about the
fast approaching “fiscal cliff”; potential future tax reform;
the wobbly U.S. economy; Europe; and other nail biters.

“If you’re a nervous investor generally, there are lots
of things to be nervous about,” says Copeman.

Another wild card is the growing volume of sales of
existing housing credit investments, or secondary mar-
ket product.

According to sources, Citi Community Capital sold
$400 million in LIHTC investments to Wells Fargo this
year. Citi’s Andy Ditton declined to confirm or comment.

Recently one industry participant estimated that
there are a couple billion dollars of secondary market
product in the pipeline.

“That’s probably right,” said Copeman, who report-
ed he’s working on three secondary market transactions
totaling $350 million. “By the time we play out this cur-
rent trend it may very well end up being $2 billion.”

Community Capital currently invests in housing credits
exclusively through proprietary funds filled by a small
number of syndicators.

As for current credit pricing in the CRA markets in
which Citi Community Capital is active, Ditton noted, “I
think they’ve actually leveled off, and we’ve even seen
recent transactions where the pricing has come off a bit.”

Several sources said there will be an unusually large
number of LIHTC projects closing in the fourth quarter
of 2012, prompted by a desire by developers, equity
providers, and state housing credit agencies to get proj-
ects closed and under construction by year end in order
to be assured of getting placed in service before
December 31, 2013 to qualify for the minimum 9% cred-
it rate and avoid the prevailing lower floating rate.

Secondary Market, Future Outlook
Sources were mixed about their expectations for the

LIHTC equity market for the remainder of this year and 
for 2013. The Richman Group’s Stephen Daley offered a

LIHTC, continued from page 21
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Copeman suggested that the
main driver of secondary market
sales is the so-called Basel 3 rules,
uniform international standards
going into effect in the near future
that spell out how all financial insti-
tutions should compute capital ade-
quacy. Under these, banks will have
to remove from their balance sheets
deferred tax assets – including
LIHTC investments – that they can’t
utilize over the next 12 months, such
as because of insufficient tax liability.
As a result, banks with substantial
deferred tax credits will be motivat-
ed to sell at least some of them.

Industry participants expressed
mixed views about whether or not
they thought secondary market sales

of LIHTC product
would adversely hurt
investor demand for
new housing credit
funds and invest-
ments – or “primary”
product.

Stratford Capital’s Ben Mottola
said, “That clearly takes away from
equity available for new deals.”

Casey, on the other hand, felt
that LIHTC secondary market sales –
or “remarkets” – are “great” for the
LIHTC market and shouldn’t really
dampen demand for primary prod-
uct. He noted secondary product is
appealing to investors because of
the shorter holding period, attractive
return, and reduced risk (i.e., no con-
struction or lease-up risk on the
underlying projects and their per-
formance history is known). Casey
also said that investors buying sec-
ondary LIHTC product tend to be
new investors to housing credits

LIHTC, continued from page 23

LIHTC Multi-Investor Fund Activity
Boston Capital closed a $180 million national multi-investor fund (6.20% projected yield)
in September and October that is fully specified in properties and will soon launch a new
national fund of $200-225 million with a yield in the range of 6.50%, said executive
Jeffrey Goldstein.

Boston Financial Investment Management closed a $130 million national multi-investor
fund (6.10% yield) in September and plans to come out with another national fund – size
and yield to be determined – “towards the end of the year,” said executive Greg Judge.

City Real Estate Advisors, Inc. closed a $95.5 million national multi-investor on
September 28 that has eight investors, one new to CREA. The fund will finance 15 prop-
erties in 11 states, two of them new to CREA (Louisiana, Washington), said Tony Bertoldi.
A second tranche with one additional investor is possible. The fund had three invest-
ment classes with different yields: Premium (6.50% IRR) for two investors investing $25
million or more; Class A (6.25%), five investors; and Class B (5.50%), one investor claiming
CRA credit in California only. Bertoldi said CREA is planning its next national multi-
investor fund that should come out in the late fourth quarter.

Enterprise Community Investment, Inc. has two regional multi-investor funds on the
street and momentarily expects to roll out a national fund, all fully specified in properties
and expected to close in the fourth quarter, said executive Raoul Moore. These include a
national fund with an expected final size of about $86 million (6% yield); a $54 million
California green fund (4.75%); and Enterprise’s first Pacific Northwest fund (Oregon,
Washington properties) of $21 million (5.25% yield).

First Sterling, which closed a $75 million national multi-investor fund (6.75% yield) in the
first quarter, anticipates bringing out a new multi-investor fund in early 2013 with a yield
in the mid-7% range, said executive Thomas Panasci.

R4 Capital, Inc. anticipates finishing up its first national multi-investor fund (7% yield) by
year end, closing in the last investors to raise another $20-40 million for a final size of
$100-120 million, said executive Marc Schnitzer. A new national fund will be rolled out
but probably not until well into the first quarter. Schnitzer also said there are plans for
two regional funds targeted at CRA investors – for New York State and California with a
target size of about $50 million each – that should roll out in late 2012 or early 2013.

Raymond James Tax Credit Funds, Inc. expected to close a $150 million national multi-
investor fund (6.50% yield), fully specified in 23 properties, on November 15, reported
executive Steve Kropf. A new national multi-investor fund with a higher yield – size to be
determined – will be roll out in 2013, probably in the first quarter, he noted. Raymond
James closed a $100 million New York City fund (4% yield) in September that had five
investors, and plans to come out in early 2013 with a California fund, Kropf noted.

RBC Capital Markets’ Tax Credit Equity Group closed a $138.5 million national multi-
investor fund (6% yield) in September, said executive Tony Alfieri. He indicated that a
new $110 million fully specified national multi-investor fund (6.50% yield) announced in
September should close in October.

Red Stone Equity Partners anticipated a late October initial closing for a new $80 mil-
lion multi-investor fund (7% IRR, 95% specified in nine properties in seven states), said
executive Ryan Sfreddo.  

Stratford Capital Group, which closed a $100 million multi-investor fund (6.25% yield) in
July, is premarketing a new national multi-investor fund that will probably come out in
November, said executive Ben Mottola. He noted the target size was $100 million and
the firm would be trying to come out at a 7% yield.

The Richman Group was aiming to close the final investors into a roughly $190 million
national multi-investor fund (6% yield) by the end of October, said executive Stephen
Daley. As of October 2, about $125 million in equity had already closed. 

WNC has $120 million in investor commitments for its new national multi-investor fund
(6.5%-7% IRR), which launched in the summer and has an anticipated final size of $100
million. The fund is 100% specified in properties, said executive Michael Gaber.

LIHTC, continued on page 26
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rather than traditional LIHTC investors. Finally, he
noted that secondary market sales help the primary
LIHTC market by demonstrating the liquidity of
housing credit investments to potential new
investors. “We think there’s going to be a lot of
remarkets in 2013,” Casey said.

As for the outlook for the LIHTC market in 2013,
Casey said he’s “bullish.” He noted that both presi-
dential candidates “understand the LIHTC business
and its successful track record”; many corporations
have “tons of cash” on their balance sheets; and
some corporate investors that have traditionally
invested in wind energy production tax credits 
may shift some of their dollars into housing credit
investments – proven in performance with attractive
returns – because of a likely shortfall of new wind
energy deals. Casey also felt that tax reform won’t
occur until 2014, citing the 18-month process lead-
ing up to the 1986 tax reform act.

Noted Boston Financial’s Greg Judge, “People 
are very concerned about what’s going to happen 
next year and what the level of [investor] interest is
going to be, primarily for multi funds. Also, who the
investors are going to be, and if you’re going to be 
able to attract non-CRA investors. Because you really
need non-CRA investors to have a healthy multi-
investor fund market.”
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People in the News
Andy Voress has joined Raymond James Tax Credit

Funds, a national tax credit syndicator, as Director of
Institutional Investment, focusing on business development
opportunities with companies interested in investing in low-
income housing tax credit funds. He previously oversaw
LIHTC investment at a major insurance company.

Michael Levitt, founder of The Michaels Organization,
has been selected for The Affordable Housing Hall of Fame.
He will be inducted into the Hall of Fame at a ceremony on
November 16.

The National Association of State and Local Equity
Funds (NASLEF) has elected Peter B. Sargent, Director of
Capital Development at Massachusetts Housing Investment
Corporation (MHIC), as President of the Association. Elected
at NASLEF’s 19th annual conference in San Francisco, he will
serve a two-year term. TCA




