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“If It Sounds Too Good To Be True, It Probably Is” Collins Park Apartments

Every so often selection process is so fastidious Charleston, South Carolina

| before a Strategic that we end up purchasing less
Holdings invest- than 5% of properties analyzed. ngvrc\’/giotr?g' ch;(I.Ian(:)rZ?r:)yronpo;:tg

ment seminar ¢ isit that
| begins, someone Emphasis on cash flow o &l ows gletlulsiden il ik

J will walk up to me Because we buy for cash flow, we acquired on October 2, 2013, in the
and ask the specialize in commercial real amount of $3,169,687. The original
estate. We don't get caught up in note amount was valued at
sure is always the banking on future appreciation, we $4,500,000 with an unpaid balance
elephant in the room—How can you underwrite on the fundamentals and of $3,988,000.
acquire commercial real estate at cash flow. In addition, interest rates
such low prices? | appreciate that right now are at historic lows and
level of skepticism in anyone consid- are likely to increase in the future. )
ering an investment vehicle for their Increases in rates reduce homeown- BES ClPEEIIG be_low TSN OTEL
money. My answer is always the ership and thus increase rental pancy and charging below market
same—we really are buying incredi- rates. We own a lot of apartment rental rates. This low performance
ble deals, but we are careful, disci- buildings and anticipate high occu- was due to the owner/borrower mis-
plined, and methodical. pancy for the foreseeable future. managing the property and
applying only the minimal capital
Distres§ed price does not equal Specialists in asset rest_oration improvements to the property. This
distressed property Now, you may be wondering about mode of operation attracted lower
We specialize in acquiring underv_al- the banks. Why are thgy willing to quality credit tenants, and gener-
ued real estate and notes at dis- hand over their properties/notes at T
tressed prices. Now you might think 60-65% of the realizable value? ) P P 9
that a distressed price means a dis- Banks have new regulations regard- [COe
tressed property—one that is in disre- ing the percent of performing _ _ _ _
pair, uninhabitable—not so! A price versus non-performing assets they Strategic acquired this property this
can be distressed for a number of can have on their balance sheets. April through foreclosure and we
reasons, while the property itself Because of this regulation, banks have begun implementing new
remains a great asset. When mal_<in_g want to “clean up” their balance rules and programs to improve the
al_pu(rjchase, Wﬁ usej h,ltg;hlymdls]ccr fr?e_ets and ﬁamoye ell percen:jage of property. The changes have been
plined approach; we don’t settle for their non-performing loans and prop-
a purchase at more than 60-65% of erties. Furthermore, banks are ineffi- Q:gr?édanud tz(:]dngpﬁg\yv haattsratézﬁn
realizable values. Our selectiveness cient at foreclosures and property P . ng
is made possible because of the pro- management. Frankly speaking, 111163 tenant_s. This month, we antici-
prietary institutional relationships it's not in their job description. A pate reaching an occupancy of
we've developed and substantial great deal of work goes into restor- 95%. Repositioned estimated value
experience in underwriting, acquir- ing a “distressed” situation to its full in six months will be $6,300,000
ing, servicing, repositioning & selling, potential. (Cont. on page 2) based on rental income and esti-
or operating for a profit. In fact, our mated 95% occupancy.

At acquisition the subject property
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Financing Update

We continue to be able to
take advantage of low
interest rates in the current
lending environment. On
April 24th, we completed
the refinance of Pine Ridge
Apartments (112 units) and
Williamsburg Townhomes
(60 units), with 4.18%
long-term fixed rate financ-
ing from Fannie Mae. The
new cheaper loan will help
increase the monthly cash
flow to the fund by over
$11,000 per month, while
keeping a conservative
leverage level of 60% loan
to value.

After acquiring the notes for
these properties in October
2013, we successfully reno-
vated and repositioned the
assets, which are now
running at over 95% occu-
pancy. Recent appraisals
for the apartments came in
at $5.3 million; just 6
months after we acquired
the notes for approximately
$3 million. We are also in
the process of refinancing
the Collins Park
Apartments. By refinancing,
we will achieve even
greater increases in cash
flow through reduced
interest expense for these
assets.

(Continued from PG1) - Message from the CEO

We are equipped with a team that specializes in all of these areas that banks do not.
The bottom line is that we are willing to do the work that is necessary to realize the
present and future cash flows, whereas banks have a very limited capacity to handle
distressed situations and properties.

Don’t leave your questions unanswered. Do you have questions about the way we
approach the market, invest capital, and create income? Please let us know your
thoughts. We always love to hear from our investors. -Barry Levenson, CEO

Costs Matter with the Power of Compounding

The power of a fund with no fees is significant. Fees are the extra costs against
your returns. The average fee on a load mutual fund including expense ratio and
12b-1 fees is about 2.5%. While the fees seem small, the costs can really add up
when you consider the power of compounding. Real-life examples show that you
get exponentially greater returns in a no load fund.

Take this example: An investor has a $10,000 investment in an average load fund
of 2.5% (expense ratio + 12b-1) with annual market returns of 8.5%. The same
investor also has another $10,000 investment in a no load fund with the same
annual market returns of 8.5%. Over a period of 30 years, the fund with load costs
will grow to $57,500, while the no-load fund will grow to over $115,000. That is a
difference of $57,500. More money in your pocket! The concept is simple: high
fees erode your long-term returns. Strategic Holdings has no extra fees or costs
taken from your returns, which means more income for you.

Property Diversification
Multi Family (61%)

Retail (8%)
Single Family (7%)
Flex Space (5%)

Industrial Space (5%)

Strategic Holdings - www.StrategicHoldings.com - 805-436-3446
Email us at: InvestorRelations@StrategicHoldings.com

Fund Interests (Interests) are available only to accredited investors who meet certain minimum annual income or net
worth thresholds. Interests are being offered in reliance on an exemption from the registration requirements of the
Securities Act and are not required to comply with specific disclosure requirements that apply to registration under
the Securities Act. The Securities and Exchange Commission has not passed upon the merits of or given its
approval to the Interests, the terms of the offering, or the accuracy or completeness of any offering materials.
Interests are subject to legal restrictions on transfer and resale and investors should not assume they will be able to
resell their Interests. Investing in Interests involves risk, and investors should be able to bear the loss of their invest-
ment. Performance data is for the period April - May 2014, is net of fees and represents past performance. Past per-
formance does not guarantee future results. Current performance may be lower or higher than the performance data
presented. If you want current performance data call us at 805-436-4336 or www.StrategicHoldings.com. We are not
required by law to follow any standard methodology when calculating and representing performance data. The per-
formance of the performance of the fund may not be directly comparable to the performance of other private or regis-
tered funds. Not FDIC insured.






