
net-leased portfolio exit strategy



what  i s  the  col la tera l ?exit  strategy

comparing exchangeright portfolios to net-leased-focused public reits

We offer 1031 exchange and cash investments that provide capital 
preservation and secure income through quality acquisitions, dedicated 
management, broad diversification, and a strategic exit.

Our investment and exit strategy focuses on aggregation so that returns are not dependent on any one asset, 
location, industry, or tenant to perform. This helps investors avoid being overly dependent on favorable financing 
terms or the anticipation of a seller’s market when current financing terms expire. We have implemented a strategy 
designed to address these specific risks so that we can preserve our investors’ capital and provide attractive income 
on their capital until the timing is right to execute a strategic exit to maximize their returns. 

why is an exit strategy important?

An exit strategy is important in order to protect investors’ cash flow and capital and potentially enhance their 
total return. We believe that this is best achieved by building and implementing a portfolio aggregation strategy. 
We are building a large portfolio of net-leased properties backed by national-credit tenants to provide investors 
with the scale and diversification they need to maintain attractive income despite eventual lease and financing 
rollover. In addition to income security, greater diversification and size provide us with the market and exit 
timing flexibility necessary to capture the best value for investors via a public Real Estate Investment Trust 
(“REIT”) sale, merger, or listing. 



reit characteristics

By taking the aggregated portfolio to the public markets for the eventual 
exit, we believe that investor value will be maximized as a result of the 
premium typically paid there for liquidity, diversification, and convenience. 

what is a reit exit? 

A REIT exit may provide an investor with the opportunity to complete another 1031 exchange, to access 
liquidity from their investment, and/or to receive shares of the REIT in a tax-deferred 721 transaction. 
ExchangeRight already manages over $1 Billion of net-leased assets and anticipates adding over $400 Million 
in net-leased assets over the next twelve months with potential for even further growth longer-term. This scale 
is an attractive and common size to accommodate a public REIT acquisition, merger, or listing. It is much 
more efficient for these publicly traded REITs to grow their assets under management by acquiring a large 
portfolio rather than purchasing individual assets.

a public reit is a common stock market investment vehicle that

 › is typically composed of hundreds or thousands of income-producing properties of similar kind,  

 › avoids the double taxation associated with other companies that pay dividends (whereby the corporation  
is taxed on net income and the shareholders are taxed on dividends from the company), and

 › pays a relatively high dividend from the income it receives from the properties. 



current portfolio

We are strategically building our net-leased DST portfolio, targeting   
investment-grade, necessity-based retail properties that provide stable income. 

ExchangeRight and its affiliates have aggregated more than $1.3 billion of assets under management primarily 
through our DST 1031 investment platform. Our platform is diversified across over 435 properties located 
across 32 states. Over 98% of the combined portfolio is represented by investment-grade tenants and tenants 
comprised of public and private companies that exhibit investment-grade metrics.

 › $1.3+ Billion of assets under management

 › 11+ Million square feet under management

 › Focus on investment-grade, necessity-based retail 
and Class B/B+ value-added multifamily

 › Invested across over 435 properties

 › Diversified across 32 states

 › All offerings meeting or exceeding investor 
distribution projections

  States with ER and affiliates’ AUM or under   
    contract for future portfolio inventory.



what is the collateral?exit strategy characteristics

comparing exchangeright portfolios to net-leased-focused public reits

exchangeright focuses on maximizing investors’ total return

In preparation for the next recession, we designed our strategy with significant diversification and scale, which 
enables us to:

In addition to the 1031 exchange, our exit strategy is also designed to provide investors with multiple options to 
meet their individual tax and financial planning needs at the time of sale.

 › pay stable cash flow through economic cycles, 
real estate market cycles, debt maturities, and 
lease rollovers

 › provide downside protection by diversifying 
across properties, tenants, and industries that are 
less dependent on economic growth to perform 
well when inevitable risks assail the markets

 › maintain significant flexibility and control to 
maximize investor returns

 › safeguard investors from being forced to sell 
before the time is right

 › preserve investors’ ability to complete a 1031 
exchange upon exit



what  i s  the  col la tera l ?reit valuation review

is there any proof that this type of aggregated exit works?

Absolutely. The easiest example of executing on this type of strategy would be an outright sale to a REIT.  The 
chart below compares ExchangeRight portfolios to comparable net-leased-focused public REITs.

reit name tkr market cap1 share price1
dividend 

yield

5-yr avg. 
dividend 

yield1
ffo yield on 
share price2 walt (years)3

l-t debt % of 
total assets4

Realty Income Corporation O $14.36 B $50.51 5.09% 4.55% 5.88% 9.40 45.6%

National Retail Properties, 
Inc. NNN $5.85 B $38.04 4.99% 4.38% 7.18% 11.40 41.4%

Agree Realty Corp. ADC $1.52 B $48.88 4.19% 4.93% 6.76% 10.30 36.4%

STORE Capital STOR $4.9 B $25.23 4.76% 4.50% 6.20% 14.00 44.5%

Acadia Realty Trust AKR $1.93 B $23.60 4.49% 3.21% 5.14%  Not 
Disclosed 36.9%

Weighted average of public REIT comparables (based on Market 
Capitalization) 4.92% 4.44% 6.20%  10.74 43.5%

ExchangeRight Net-Leased
Portfolios as of 4/30/2018 6.85% 7.27% 6.85%  10.71 50.12%

Difference between ExchangeRight portfolios and public REIT 
comparables

39.0% 63.8% 10.4% -0.3% 15.3%

key assumptions and sources 
Investments are subject to market risk. Past performance may not be indicative of future results.

1. As of 4/30/2018. Source: Ycharts, a financial data research platform. Share price reflects closing share price on 4/30/2018. 

2. The National Association of Real Estate Investment Trusts (“NAREIT”) defines FFO as net income (loss) attributable to common shareholders 
computed in accordance with GAAP, excluding extraordinary items and gains or losses from sales of operating real estate assets and interests in real 
estate equity investments, plus depreciation and amortization of operating properties and impairment of depreciable real estate and in substance 
real estate equity investments, including unconsolidated real estate joint ventures and partnerships. ExchangeRight FFO approximates current 
distributions available to investors. 



key takeaways

3. “WALT” refers to “weighted average lease term”. ExchangeRight lease terms are as of 4/30/2018. Source for public REITs was Q1 2018 
10-Q public filings.

4. Debt to Assets for ExchangeRight is calculated on a comparable funds from operations (FFO) yield-to-equity value basis.

5. As of March 31, 2018

1. Our portfolios provide current dividend yields that are currently 39% higher than those of comparable net-
leased REITs and funds from operations (FFO) that are over 10% higher than those of comparable net-leased 
REITs as of 4/30/2018.

2. ExchangeRight targets higher-credit-quality tenants without sacrificing lease term.                                                                                                                                    

 › ExchangeRight’s tenant quality is superior to that of comparable, net-leased-focused REITs. Over 98% of 
ExchangeRight’s portfolio is represented by investment-grade tenants and tenants comprised of public and 
private companies that exhibit investment-grade metrics. 

 › Realty Income Corporation (O), the largest net lease REIT by market cap, in contrast, has only 51%5 of 
its revenue generated from investment-grade tenants. 

 › Another leading NYSE-traded company, National Retail Properties (NNN), targets non -investment-grade 
tenants in search of higher initial yields and yet still generates yields often substantially below those of the 
ExchangeRight portfolios.

3. Our yield advantage is derived through our acquisition and cost controls.  Our significant due diligence and 
underwriting and our extensive real estate network lay the foundation for our success.                                             

4. ExchangeRight’s principals are aligned in interest with investors, as they invest personally in each DST and 
also participate in a disposition fee upon exit only if investors receive all of their original invested capital in 
addition to their income distributions.    



ExchangeRight is committed to providing 1031-exchangeable DST 
offerings of net-leased portfolios and value-added multifamily properties. 

Our net-leased portfolios focus on long-term, stable income and asset preservation and distribute 6.0% 
to 7.0% in starting cash flow for accredited 1031 and 1033 investors. Our goal is to consistently deliver 
portfolios of long-term, net-leased properties backed by investment-grade corporations. We target 
corporate tenants that successfully operate in the necessity retail space to provide investors with steady 
and predictable income. 

In addition to intentionally structuring offerings with an alignment of interest with investors, the principals 
of the company have taken a personal investment position in each DST offering brought to market. Each 
of our DST offerings provides both 1031 and cash investors with pass-through tax deferral advantages.

what is the collateral?

www.exchangeright.com
1055  e .  colorado blvd. ,  suite 310,  pasadena,  ca 91106

phone:  (855)  31 -right (855)  317-4448 |  fax:  (877)  711 -4047 |  info@exchangeright.com
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