1/8/2019 Community Investment Corporation, Preservation Compact raise $35 million for affordable housing loans

C H | CAG O B U S | N ESS MY ACCOUNT LOGIN SUBSCRIBE

MENU

Home > Commercial Real Estate

December 04, 2018 11:58 AM

Lender raises $35 million for affordable housing fund

“There’s such a massive need for affordable housing solutions, and the more we can
embrace private solutions like this, we don't have to resort to really draconian measures
like rent control,” says an apartment investor.
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Amid growing concerns about gentrification and a brewing debate about rent control,
nonprofit lender Community Investment Corp. is rolling out a new loan program designed
to preserve affordable housing in Chicago.

CIC and its partner, the Preservation Compact, have raised $35 million for the Opportunity
Investment Fund, which provides favorable financing for apartment landlords who agree to
set aside some of their units as affordable housing.

The loan program targets buildings in neighborhoods where rents are rising beyond the
means of low- to moderate-income renters. With more research showing that the ZIP code
where children grow up plays a major role in their economic success later in life, the goal
is to prevent families from being pushed out of thriving neighborhoods and into poor areas
with high crime and substandard schools.
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“We're looking for buildings in good condition in strong neighborhoods,” said CIC President
and CEO Jack Markowski. “It's not the be-all and end-all. It’s a nice pragmatic step in the
right direction.”

Affordable housing, a constant concern in a big, expensive city like Chicago, has become
an even hotter topic the last few years as apartment rents have soared in many
neighborhoods. The supply of affordable apartments in the city declined 10.4 percent
between 2012 and 2016, to 228,870 units, according to the Institute for Housing Studies at
DePaul University. As a result, the affordable housing shortage in Chicago grew to 119,402
rental units in 2016.

Housing activists have raised alarms about gentrification in hot neighborhoods like Logan
Square, Humboldt Park and Pilsen. A push to lift a statewide ban on rent control could
gain currency in Springfield next year when Democrat J.B. Pritzker, who supports the idea,
moves into the governor’s office. And developers are still grappling with an overhaul of the
city’'s affordable housing ordinance approved a few years ago that requires them to set
aside more apartments and condominiums as affordable housing.

CIC and the Preservation Compact, a nonprofit dedicated to preserve affordable housing,
have been raising money for the Opportunity Investment Fund since the summer, when
Mayor Rahm Emanuel said the city would contribute $5 million to the initiative. Five banks
—BMO Harris, CIBC, MB Financial, Northern Trust and Byline Bank—have kicked in a
combined $20 million. The remaining funds are coming from local nonprofit Benefit
Chicago, which has committed $5 million; the Illinois Housing & Development Authority,
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" $2.5 million; and the Capital Magnet Fund, a federal affordable housing
™ program, $3 million.

CoStar

The Chicago real estate
investment firm is
financing a $6 million
acquisition of this 64-
unit Hyde Park
apartment building
through the fund.

An apartment investor who finances a building through the fund must set aside 20 percent
of the units in the building as affordable for at least 15 years. Households that make up to
50 percent of the area’s median income—S$42,300 for a family of four—qualify as tenants
for the affordable apartments.

It's a modest program, one more solution among many that already exist to increase the
supply of affordable housing in the Chicago area. CIC and the Preservation Compact
expect to finance about 1,500 apartments through the fund, 300 set aside as affordable.
The program has already provided loans for seven properties totaling 176 units in places
including Hermosa, Morgan Park, Galewood and Oak Park.

“There’s such a massive need for affordable housing solutions, and the more we can
embrace private solutions like this, we don't have to resort to really draconian measures
like rent control,” said Sandeep Sood, founding principal of Nautilus Investments. The
Chicago real estate investment firm is financing a $6 million acquisition of a 64-unit Hyde
Park apartment building through the fund.

Through the program, a landlord will typically take out a senior mortgage from another
lender representing 80 percent of the cost of a property. An investor would usually finance
the rest of the acquisition with equity, but CIC will provide a subordinate 10-year
mezzanine loan through the fund accounting for about 10 percent, with equity covering the
last 10 percent. Though borrowers can often pay interest rates as high as 20 percent on
mezzanine debt, CIC charges about 7.5 percent, Markowski said.
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“This is just another piece of the puzzle, and my philosophy is you work with the market,
not against it,” he said.

Letter
— to the —

Have something to get off your chest? You can send us an email. Or tell us on our
Facebook page or on Twitter, @CrainsChicago.

Editor

RECOMMENDED FOR YOU

GET OUR NEWSLETTERS

Staying current is easy with Crain's news delivered straight to your inbox, free of charge.

https://www.chicagobusiness.com/commercial-real-estate/lender-raises-35-million-affordable-housing-fund 5/7


mailto:editor@chicagobusiness.com?subject=Lender%20raises%20$35%20million%20for%20affordable%20housing%20fund&body=%E2%80%9CThere%E2%80%99s%20such%20a%20massive%20need%20for%20affordable%20housing%20solutions,%20and%20the%20more%20we%20can%20embrace%20private%20solutions%20like%20this,%20we%20don%E2%80%99t%20have%20to%20resort%20to%20really%20draconian%20measures%20like%20rent%20control,%E2%80%9D%20says%20an%20apartment%20investor.%0D%0A%0A
https://www.facebook.com/crainschicago?subject=Lender%20raises%20$35%20million%20for%20affordable%20housing%20fund&body=%E2%80%9CThere%E2%80%99s%20such%20a%20massive%20need%20for%20affordable%20housing%20solutions,%20and%20the%20more%20we%20can%20embrace%20private%20solutions%20like%20this,%20we%20don%E2%80%99t%20have%20to%20resort%20to%20really%20draconian%20measures%20like%20rent%20control,%E2%80%9D%20says%20an%20apartment%20investor.%0D%0A%0A
https://twitter.com/CrainsChicago?subject=Lender%20raises%20$35%20million%20for%20affordable%20housing%20fund&body=%E2%80%9CThere%E2%80%99s%20such%20a%20massive%20need%20for%20affordable%20housing%20solutions,%20and%20the%20more%20we%20can%20embrace%20private%20solutions%20like%20this,%20we%20don%E2%80%99t%20have%20to%20resort%20to%20really%20draconian%20measures%20like%20rent%20control,%E2%80%9D%20says%20an%20apartment%20investor.%0D%0A%0A
https://www.chicagobusiness.com/luxury-home-week/modern-meets-vintage-east-lakeview?ite=94487&ito=1146&itq=495d4621-ac76-4093-afd6-a4cdf4d11eef&itx%5Bidio%5D=15248573
https://www.googleadservices.com/pagead/aclk?sa=L&ai=CsVjIFQU1XPSjBNfavgKmyJPACJuazO9UvNSCjtwIwI23ARABILy15yJgyYb_h_Cj7BKgAcngmM0DyAEC4AIAqAMByAMIqgSgAk_QmPsb2n_eJ1dGuZAI6uMM5vQc2VL3eF6FHpgJhR7dEms7Ee3soxTO6GnvkVY9GvdiutPtjy-drSKrLI__4fnZ1fhP14Rc6b5UG7poZLobrhvIpKACClAHZ76wifDY-wW8Su43pmW11DtekTwdsk3QQK5WG7sJP3fvQjgzMzSurMKcJSwyinYwuudCnBNHTa1rexXLVaXBqxG8uIryr2CnbuXbyprHuuyKsJavp3jJ4EOb20_f6uqZe_7Rvbpj4kOnBvu54Q5Wmi8SnmuB1Gx-oUiQstFyhL9J6W5CxXCKPGMrl_brl-sO_6OLyF0aa-RoMepxDn5wTTOpu3pcC9VlVfcQsPCiSnEtO-s0RLzDYECrlvU-6593pdexVath_uAEAaAGAoAHgfjBJ6gHjs4bqAfVyRuoB6gGqAfZyxuoB8_MG6gHpr4b2AcB0ggHCIABEAEYAbEJLR0HZo4DuOCACgPYEwI&ae=1&num=1&cid=CAASEuRoOGCtq6gwqGcx3jmyFJg5gg&sig=AOD64_0Lpw4LlHn6gLwWBKgEJnU6qeI-2A&client=ca-pub-6831537970628160&nx=CLICK_X&ny=CLICK_Y&nb=2&adurl=https://www4.icims.com/19-tips-for-2019%3F%26Ad_Lead_Source%3DPaidSearch%26asset%3D19Tipsfor2019%26asset_type%3DeBook%26ad_type%3DDisplay%2520Banner%26vendor%3DGoogle_GDN%26product_interest%3DRecruit%26targeting_method%3DDMA_Recruiting_Keywords%26connector%3DNoneValue%26adcampaign%3D701f4000000EOwGAAW%26mkwid%3DcQXD4og9O_dc%26pcrid%3D323472877080%26pmt%3D%26pkw%3Drecruiting%2520strategies%26pmid%3Dwww.chicagobusiness.com%26slid%3D%26adpos%3Dnone%26ptaid%3Dkwd-297657614391%26pgrid%3D49472756581%26gclid%3DEAIaIQobChMItIKzpoDf3wIVV61PCh0m5ASIEAEYASAAEgKo_vD_BwE
https://adssettings.google.com/whythisad?reasons=AB3afGEAAAFgW1tbW251bGwsWzksMTNdXSxbbnVsbCxudWxsLFtudWxsLG51bGwsbnVsbCwiaHR0cHM6Ly9kaXNwbGF5YWRzLWZvcm1hdHMuZ29vZ2xldXNlcmNvbnRlbnQuY29tL2Fkcy9wcmV2aWV3L2NvbnRlbnQuanM_Y2xpZW50PXd0YVx1MDAyNm9iZnVzY2F0ZWRDdXN0b21lcklkPTU4NzU1NDE4ODFcdTAwMjZjcmVhdGl2ZUlkPTMyMzQ3Mjg3NzA4MFx1MDAyNnZlcnNpb25JZD0wXHUwMDI2YWRHcm91cENyZWF0aXZlSWQ9Mjk5NjAzMzcyNjA0XHUwMDI2aHRtbFBhcmVudElkPXByZXYtMFx1MDAyNmhlaWdodD0yNTBcdTAwMjZ3aWR0aD0zMDBcdTAwMjZzaWc9QUNpVkJfeWJMNFlWY2IyWlNkVTR1c2YxMG85cmdmbk5EdyJdXV1dXXD1yBmZ9yYQfOPltEZT5UMCfTpcTYUqvX0C6W42OZQ2uoWjjJXxEkelf81xyDAt-guuKaBI3Sex67vSYPqSpk01NOiKV9pPCn4ae_DW6ZeYxpFMUcS6O9gs7h8HAwKn00jhH8H5YNMNUfiTCQ7Vd2UJjcGRe88SsBw2qFrvPJ_zxAmuhnJmr7GNuufsztJiQCapox8925bkTPPLEeL8Yamo4KO97LrL_GlGp-qON5JyS3WhfUSJzfkfIx7mg8ehvuAnZn8cfFnWrke6WVGCvCWlGKo5uDelMXjvv9bF3EG-bdte7sOfjVWSXy_pYiBRIUdmz9oS9iaf-HeWnC14Cso,h_VtGWznr6FQ24zHbp2QQw&source=display&cbt=c5wEN9S84scIvNSCjtwIEMqq64EEGMHU0ygiHmljaW1zLmNvbS8yMDE5LXJlY3J1aXRpbmctdGlwczIICAUTGLyvARRCF2NhLXB1Yi02ODMxNTM3OTcwNjI4MTYwSABYAnAB&cv=https://googleads.g.doubleclick.net/pagead/conversion/%3Fai%3DCsVjIFQU1XPSjBNfavgKmyJPACJuazO9UvNSCjtwIwI23ARABILy15yJgyYb_h_Cj7BKgAcngmM0DyAEC4AIAqAMByAMIqgSgAk_QmPsb2n_eJ1dGuZAI6uMM5vQc2VL3eF6FHpgJhR7dEms7Ee3soxTO6GnvkVY9GvdiutPtjy-drSKrLI__4fnZ1fhP14Rc6b5UG7poZLobrhvIpKACClAHZ76wifDY-wW8Su43pmW11DtekTwdsk3QQK5WG7sJP3fvQjgzMzSurMKcJSwyinYwuudCnBNHTa1rexXLVaXBqxG8uIryr2CnbuXbyprHuuyKsJavp3jJ4EOb20_f6uqZe_7Rvbpj4kOnBvu54Q5Wmi8SnmuB1Gx-oUiQstFyhL9J6W5CxXCKPGMrl_brl-sO_6OLyF0aa-RoMepxDn5wTTOpu3pcC9VlVfcQsPCiSnEtO-s0RLzDYECrlvU-6593pdexVath_uAEAaAGAoAHgfjBJ6gHjs4bqAfVyRuoB6gGqAfZyxuoB8_MG6gHpr4b2AcB0ggHCIABEAEYAbEJLR0HZo4DuOCACgPYEwI%26sigh%3DWqptXy6Qtlg
https://adssettings.google.com/whythisad?reasons=AB3afGEAAAFgW1tbW251bGwsWzksMTNdXSxbbnVsbCxudWxsLFtudWxsLG51bGwsbnVsbCwiaHR0cHM6Ly9kaXNwbGF5YWRzLWZvcm1hdHMuZ29vZ2xldXNlcmNvbnRlbnQuY29tL2Fkcy9wcmV2aWV3L2NvbnRlbnQuanM_Y2xpZW50PXd0YVx1MDAyNm9iZnVzY2F0ZWRDdXN0b21lcklkPTU4NzU1NDE4ODFcdTAwMjZjcmVhdGl2ZUlkPTMyMzQ3Mjg3NzA4MFx1MDAyNnZlcnNpb25JZD0wXHUwMDI2YWRHcm91cENyZWF0aXZlSWQ9Mjk5NjAzMzcyNjA0XHUwMDI2aHRtbFBhcmVudElkPXByZXYtMFx1MDAyNmhlaWdodD0yNTBcdTAwMjZ3aWR0aD0zMDBcdTAwMjZzaWc9QUNpVkJfeWJMNFlWY2IyWlNkVTR1c2YxMG85cmdmbk5EdyJdXV1dXXD1yBmZ9yYQfOPltEZT5UMCfTpcTYUqvX0C6W42OZQ2uoWjjJXxEkelf81xyDAt-guuKaBI3Sex67vSYPqSpk01NOiKV9pPCn4ae_DW6ZeYxpFMUcS6O9gs7h8HAwKn00jhH8H5YNMNUfiTCQ7Vd2UJjcGRe88SsBw2qFrvPJ_zxAmuhnJmr7GNuufsztJiQCapox8925bkTPPLEeL8Yamo4KO97LrL_GlGp-qON5JyS3WhfUSJzfkfIx7mg8ehvuAnZn8cfFnWrke6WVGCvCWlGKo5uDelMXjvv9bF3EG-bdte7sOfjVWSXy_pYiBRIUdmz9oS9iaf-HeWnC14Cso,h_VtGWznr6FQ24zHbp2QQw&source=display&cbt=c5wEN9S84scIvNSCjtwIEMqq64EEGMHU0ygiHmljaW1zLmNvbS8yMDE5LXJlY3J1aXRpbmctdGlwczIICAUTGLyvARRCF2NhLXB1Yi02ODMxNTM3OTcwNjI4MTYwSABYAnAB&cv=https://googleads.g.doubleclick.net/pagead/conversion/%3Fai%3DCsVjIFQU1XPSjBNfavgKmyJPACJuazO9UvNSCjtwIwI23ARABILy15yJgyYb_h_Cj7BKgAcngmM0DyAEC4AIAqAMByAMIqgSgAk_QmPsb2n_eJ1dGuZAI6uMM5vQc2VL3eF6FHpgJhR7dEms7Ee3soxTO6GnvkVY9GvdiutPtjy-drSKrLI__4fnZ1fhP14Rc6b5UG7poZLobrhvIpKACClAHZ76wifDY-wW8Su43pmW11DtekTwdsk3QQK5WG7sJP3fvQjgzMzSurMKcJSwyinYwuudCnBNHTa1rexXLVaXBqxG8uIryr2CnbuXbyprHuuyKsJavp3jJ4EOb20_f6uqZe_7Rvbpj4kOnBvu54Q5Wmi8SnmuB1Gx-oUiQstFyhL9J6W5CxXCKPGMrl_brl-sO_6OLyF0aa-RoMepxDn5wTTOpu3pcC9VlVfcQsPCiSnEtO-s0RLzDYECrlvU-6593pdexVath_uAEAaAGAoAHgfjBJ6gHjs4bqAfVyRuoB6gGqAfZyxuoB8_MG6gHpr4b2AcB0ggHCIABEAEYAbEJLR0HZo4DuOCACgPYEwI%26sigh%3DWqptXy6Qtlg

