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Quick Reference Guide: Private Equity vs. Private Lending


	Key Factors to Consider:
	Private Equity – Land Development
(OWNER)
	Private Lending - Mortgages
(LOANER)

	1. Risk & Return
	Higher Risk
Return is tied to the success of the project
Return is Variable
	Lower Risk
Secured interest in the property
Return is Fixed

	2. Investment Structure
	Partnership or Fund Structure
Multiple Investors
Typically earns Capital Gains (Check your agreements)
Diversification of Risk
	Direct 1:1 relationship with lender & borrower
Earns interest income

	3. Time Horizon
	Mid length: 3-5 years
Long Term: 5-10+ years
This is because real estate projects take time to develop and generate returns.
Make sure to ladder your investments and diversify your risk!

	Short term
6 months – 3 years
Fixed Term
This means that the lender can quickly recoup their investment and earn a return.

	4. Control & Involvement
	As a limited partner in a land development deal, the participant has limited control over the project. They have the right to receive a share of the profits and losses, but they do not have a say in the management of the project. The general partner is responsible for making all decisions related to the development, while the limited partner's involvement is limited to providing capital and receiving returns on their investment.

	As a lender in a mortgage, the participant has control over the terms of the loan and the repayment schedule. They also have the right to foreclose on the property if the borrower fails to make payments. However, the lender is not involved in the management of the property and does not have any say in the day-to-day operations. 


	5. Liquidity
	Not Liquid (typically shareholder agreement or LPGP)
Need to find a buyer of your subscription agreement and you would forego all the future profits
May not have redemption rights, unless there is capital in the project – it is at the discretion of the General Partner.
	Liquid – You can sell your loan to another investor or institution if you need to exit.
Fixed terms have a natural end date of when you will exit
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