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Letter From Trez Capital’s Senior Vice President, Head of Investor Global Sales  
The escalating COVID-19 crisis in March created unprecedented 
volatility in U.S. and Canadian equity markets. However, we 
believe that our actions throughout the first quarter of 2020 
helped to effectively manage these challenges. 

The heightened market volatility caused by the spread of 
COVID-19 triggered selloffs in the world’s equity markets 
and investors rebalanced in an attempt to manage portfolios.  
Since our portfolio is uncorrelated to public markets, our  
investments were an effective diversifier and helped to protect 
and insulate investors from the immediate economic impact of 
the global pandemic. 

Upholding Our Value in an Uncertain Time
During this challenging period, we are proud to report that we 
have maintained distributions and continued to onboard new  
institutional clients throughout the quarter. Our position 
stood in contrast to many other private real estate funds and  
traditional lenders. We are also pleased to share that, entering 
the first quarter, our 2019 returns grew beyond our target and 
our top-up distributions were slightly higher than anticipated.  

Additionally, we kicked off the new year with a strong pipeline 
of originations, allowing us to secure investments in a range of 
excellent projects, including rental-apartment, single-family lot 
development, and value-added projects. 

As a precautionary measure, we made the decision to  
temporarily suspend redemptions during the period to  
ensure the stability of the Funds’ $10 unit value and preserve  
the integrity of our distributions and funding commitments. 

Living Up to Our Funding Commitments
When the COVID-19 crisis eventually eases and markets  
normalize, we expect lending activity to resume and demand 
for alternative sources of capital to be robust. We continued 
to take this opportunity to build up the quality of our loan  
portfolio, which is well positioned to weather market volatility.  
For example, we focused our commitments on a diversified 
range of construction projects that are typically scheduled for  
completion in one to three years – likely well after the peak of 
the COVID-19 crisis. 

By maintaining our commitment to borrowers, we help ensure 
projects get completed and our investors ultimately realize 
their value. Taking this course of action also helped us maintain 
our relationships with high-quality borrowers throughout the  
ongoing COVID-19 crisis and, importantly, benefit from these  
relationships when markets eventually resume their course.

Strategic Exposure in Core Markets
Looking forward, we believe our portfolios are well positioned, 
thanks in part to our higher exposure to strong, growing  
markets and minimal exposure to industries most affected by 
the COVID-19 crisis. To date, the hardest-hit sectors include the  
retail and hospitality industries, while Trez’ primary focus  
remains on residential multi-family and single-family lot  
development, as well as industrial projects.

Since the 2008 financial crisis, there remains a chronic  
housing shortage throughout most of the major markets in North  
America. When it comes to residential investments, we 
have always focused on housing markets that continue to be  
underserved and are characterized by two key macro-level  
factors: population and job growth. These include markets in the 
Pacific Northwest and Southern United States, particularly in 
Colorado, Texas, Florida, the Carolinas and Georgia.

Benefiting From Local Presence and Real-time Outlooks 
Our boots-on-the-ground presence and local offices across 
North America allow us to manage risk proactively and surface  
compelling opportunities in a time when others are  
retreating. Our senior leadership is actively monitoring the 
evolving market landscape and has ensured our teams maintain 
a critical real-time understanding of our core markets and the 
status of borrowers and projects.

During this time, we thank you for your patience, loyalty and 
continued trust in Trez Capital. We know it is a challenging 
time, and are committed to delivering on our commitment of  
dependable yield and long-term results for our investors and 
borrowers.

Sincerely,

Daniel Marchand
Senior Vice President, Head of Investor Global Sales
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Trez’ Financings
As of March 31, 2020

NORTH CAROLINA
Acquisition and development loan 
for 101 townhome lots on a 19-acre 
tract of land.

Amount $4,884,405 USD

Property Type Residential

Location	 Wendell 

Lien 1st Mortgage

BRITISH COLUMBIA
Equity repatriation and refinancing 
loan for two single-storey 
commercial buildings.

Amount $35,500,000 CAD

Property Type Commercial

Location	 Richmond

Lien 1st Mortgage

Trez Capital continued to prioritize  

high-growth and affordable markets 

across a number of states and provinces 

in the first quarter of 2020.

Transactions made this quarter Transactions made in 2019

TEXAS
Construction loan for a 108-unit 
multi-family development.

Amount $18,870,268 USD

Property Type Residential

Location	 Celina

Lien 1st Mortgage
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A conservative short-term 
commercial mortgage strategy 

Trez Capital Prime Trust’s (“Trust”) U.S. exposure continued 
to trend upwards in the quarter, increasing to over 44%. 
In particular, there was a notable increase in both Georgia 
(+5.4%) and Florida (+4.2%) exposure, driven predominately 
by loan activity in the residential lot development space 
in the Atlanta Metropolitan Statistical Area (“MSA”) and 
in an income-producing office building in Orlando. On the 
other hand, the Texas concentration decreased (-4.9%)  
quarter-over-quarter, primarily due to the payout of two 
residential loans in the Dallas MSA, a single-family lot 
development loan and a multi-family rental construction loan.

As of quarter end, the Trust had the following two defaulted 
mortgages totalling approximately $7.2 million:

• $6.0 million mixed-use development loan in the  
       western U.S.; 
• $1.2 million in a repurposing and renovation loan for a  
      residential condo building in the southern U.S.

Additionally, the Trust has an investment in a foreclosed 
property relating to a $4.8 million Quebec mortgage. 

The total value of these challenged loans in the Trust is 
approximately $12.0 million or 3.7% of unitholder capital.

The Portfolio Manager believes the value of the underlying 
securities is sufficient to ensure that no losses would be 
incurred on these mortgages. However, there are two 
performing Fort McMurray loans on which a write-down is 
anticipated this year. The amount of the potential provision 
has yet to be ascertained. All other mortgage assets were 
performing as at March 31, 2020.

During the quarter ended March 31, 2020, the Trust 
complied with all investment objectives and restrictions set 
out in the Offering Memorandum dated May 1, 2019.

BRITISH COLUMBIA
Refinancing loan for a 4-storey mixed-use building which 
includes six newly constructed apartment units totalling 
11,617 sf.

BRITISH COLUMBIA
Acquisition loan for a 2-storey building containing 20,056-sf 
of leasable office space and 6,559-sf of leasable industrial 
space in a 1.43 acre site.

Transactions	within	the	Trust

Amount $9,500,000 CAD

Property Type Residential

Lien 1st Mortgage

Amount $7,000,000 CAD

Property Type Commercial

Lien 1st Mortgage

Total Fund Assets $397,850,868 CAD

Average Mortgage Size $5,185,186 CAD

Average Loan to Value 51.6%

Average Term-to-Maturity (Months) 11.4

Percent of First Mortgages 100%

Prime TrustPrime Trust

Residential (59.9%) British Columbia (30.8%)

Georgia (5.4%)

Hotel (8.8%) Washington (8.3%)

Industrial (13.8%) Alberta (21.8%)

U.S. West Region - Other (14.1%)

Retail (6.3%) Texas (6.5%)

Office (11.2%) Eastern Canada (3.1%)

U.S. South Region - Other (10.0%)

Asset Allocation Geographic Allocation
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A diversified, balanced short-term 
commercial mortgage strategy 

Trez Capital Yield Trust’s (“Trust”) U.S. exposure remained 
relatively stable at the end of the first quarter at around 35%. 
Overall, the portfolio did not see any significant shifts in its 
composition, with the most notable change being a decrease 
in geographic concentration to Texas (-3.6%), primarily driven 
by a large payout of a multi-family rental construction loan in 
the Dallas Metropolitan Statistical Area (“MSA”). In addition, 
there were two new loan closings within the Vancouver region 
in British Columbia, which slightly increased British Columbia 
exposure (+2.2%).

As of quarter end, the Trust had the following 10 defaulted 
mortgages totalling approximately $49.9 million:

• $33.9 million relating to seven Strategic Group loans (of  
        which one loan for a gross value of $8 million was written      
     down to a net value of $4 million at the end of 2019);
• $10.5 million in a multi-family rental construction loan in  
     the southern U.S.;
• $3.7 million mixed-use development loan in the western  
     U.S.; and 
• $1.8 million in a repurposing and renovation loan for a  
      residential condo building in the southern U.S.

While the Strategic Group loans defaulted at the end of 2019, 
the other three defaulted in the first quarter of 2020.

Additionally, the Trust has an investment in a foreclosed 
property relating to a US$0.6 million Texas mortgage. 

The total value of these challenged loans in the Trust is 
approximately $50.8 million or 4.5% of unitholder capital.

One of the seven Strategic Group loans classified as a default, 
totalling $3.1 million, was repaid in full during April 2020.

The Portfolio Manager believes the value of the underlying 
securities is sufficient to ensure that no additional losses 
would be incurred on these mortgages. However, there are 
two performing Fort McMurray loans on which a write-down 
is anticipated this year. The amount of the potential provision 
has yet to be ascertained. All other mortgage assets were 
performing as at March 31, 2020.

During the quarter ended March 31, 2020, the Trust complied 
with all investment objectives and restrictions set out in the 
Offering Memorandum dated May 1, 2019.

BRITISH COLUMBIA
Loan for the acquisition and refinancing on 62 strata 
condominium units.

TEXAS
Acquisition and construction loan for 197 rental apartment 
units and associated amenities on 23.85 acres of land.

Transactions	within	the	Trust

Amount $44,211,000 CAD

Property Type Residential

Lien 1st Mortgage

Amount $27,835,306 USD

Property Type Residential

Lien 1st Mortgage

Total Fund Assets $1,252,504,189 CAD

Average Mortgage Size $5,733,342 CAD

Average Loan to Value 71.2%

Average Term-to-Maturity (Months) 12.7

Percent of First Mortgages 72.7%

Yield Trust Yield Trust

Residential (67.9%) Alberta (32.7%)

Other (0.2%) U.S. South Region - Other (9.7%)

Retail (6.7%) Texas (10.7%)

Industrial (10.3%) British Columbia (25.5%)

U.S. West Region - Other (5.7%)

Hotel (6.3%) Oregon (8.5%)

Office (8.6%) Eastern Canada (6.7%)

U.S. - Other Regions (0.5%)

Asset Allocation Geographic Allocation
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An opportunistic, short-term commercial 
financing strategy denominated in USD 
focused on U.S. markets

Trez Capital Yield Trust U.S. (“Trust”) continued to be 
primarily weighted in single-family lot development loans, 
largely in Texas. Overall Texas exposure increased to 59% 
(+5.1%) at the end of the first quarter, driven primarily by 
continued draw activity on existing loan commitments. The 
largest new loan closing in the Trust during the quarter 
was a single-family lot development loan in the Phoenix 
Metropolitan Statistical Area (“MSA”), which contributed 
to the increase in Arizona exposure (+4.2%). The other 
notable change was the decrease in Florida exposure 
(-9.3%), which resulted from the payout of a multi-family 
rental construction loan in the Tampa MSA. All in all, 
the Trust is expected to continue to be tilted towards  
single-family lot development and Texas, but it remains 
diversified across other geographies and asset classes – for 
instance, office exposure increased (+4.7%) during the first 
quarter.

All mortgage assets were performing at March 31, 2020; 
however, the Trust has an investment in a foreclosed 
property for US$0.7 million. This challenged loan equates 
to approximately 0.5% of unitholder capital. 

During the quarter ended March 31, 2020, the Trust 
complied with all investment objectives and restrictions set 
out in the Offering Memorandum dated May 1, 2019.

ARIZONA
Acquisition and development loan for 416 partially 
developed lots on 90.23 acres of land.

WASHINGTON
Construction loan for a mixed-use apartment complex of 
56 residential for-lease units with ground-floor commercial 
space and 30 parking stalls.

Transactions	within	the	Trust

Amount $17,638,206 USD

Property Type Residential

Lien 1st Mortgage

Amount $25,766,000 USD

Property Type Residential

Lien 1st Mortgage

Total Fund Assets $182,226,440 USD

Average Mortgage Size $1,710,563 USD

Average Loan to Value 69.4%

Average Term-to-Maturity (Months) 15.8

Percent of First Mortgages 82.4%

Yield Trust U.S. (USD) Yield Trust U.S. (USD)

Residential (87.0%) Texas (59.0%)

U.S. South Region - Other (6.3%)

Washington (5.7%)

Office (10.4%) Florida (14.3%)

U.S. West Region - Other (1.8%)

Arizona (5.6%)

Other (2.6%) Georgia (7.3%)

Asset Allocation Geographic Allocation
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An opportunistic, short-term commercial 
financing strategy denominated in CAD 
focused on U.S. markets 

NEW MEXICO
Construction loan for 310 rental townhome units and 25 
rental single-family homes.

TEXAS
Construction loan for a 230-unit multi-family development.

Transactions	within	the	Trust

Amount $36,871,000 USD

Property Type Residential

Lien 1st Mortgage

Amount $52,000,000 USD

Property Type Residential

Lien 1st Mortgage

Total Fund Assets $872,928,309 CAD

Average Mortgage Size $5,085,534 CAD

Average Loan to Value 68.4%

Average Term-to-Maturity (Months) 12.9

Percent of First Mortgages 83.2%

Yield Trust U.S. (CAD)Yield Trust U.S. (CAD)

Residential (89.2%) Texas (65.0%)

U.S. West Region - Other (7.4%)

Other (2.1%) North Carolina (5.0%)

Office (6.3%) Florida (8.9%)

U.S. Northeast Region - Other (0.4%)

U.S. South Region - Other (6.2%)

Retail (2.4%) Washington (7.1%)

Asset Allocation Geographic Allocation

Trez Capital Yield Trust U.S. (CAD) (“Trust”) continued 
to be primarily weighted in single-family lot development 
loans concentrated largely in Texas, with overall Texas 
exposure at 65% at the end of the first quarter. The 
portfolio composition remained relatively stable since  
year-end with the only notable change in geographic 
exposure being an increase in Washington State 
exposure (+1.9%), which occurred as the Trust funded a  
multi-family rental construction loan in Seattle. The Trust is 
also expected to continue to be tilted towards single-family 
lot development and Texas, although it continues to be 
diversified across geographies and asset classes.

As of quarter end, the Trust had the following three 
defaulted mortgages totalling approximately $9.3 million:

• $3.5 million single-family construction loan in the  
      southern U.S.;
• $3.5 million mixed-use development loan in the  
      western U.S.; and 
• $2.3 million single-family construction loan in the  
    southern U.S. This loan was paid out in full in April  
     2020.

Additionally, the Trust has an investment in a foreclosed 
property relating to a $1.3 million Texas mortgage. 

The total value of these challenged loans in the Trust is 
approximately $10.6 million or 1.5% of unitholder capital.

The Portfolio Manager believes the value of the underlying 
securities is sufficient to ensure that no losses would be 
incurred on these mortgages. All other mortgage assets 
were performing as at March 31, 2020.

During the quarter ended March 31, 2020, the Trust 
complied with all investment objectives and restrictions set 
out in the Offering Memorandum dated May 1, 2019.



Information	presented	in	this	material	is	for	informational	purposes	only	and	does	not	constitute	an	offer	to	buy	or	sell	in	any	jurisdiction.	
This	information	must	not	be	relied	upon	in	making	any	investment	decision.	Trez	Capital	Fund	Management	Limited	Partnership	cannot	be	
held	responsible	for	any	type	of	loss	incurred	by	applying	any	of	the	information	presented.	This	material	cannot	be	distributed,	altered	or	
communicated	without	the	prior	written	consent	of	Trez	Capital	Fund	Management	Limited	Partnership.
This	material	may	contain	assumptions	that	are	“forward-looking	statements”,	which	are	based	on	certain	assumptions	of	future	events.	Actual	
events	are	difficult	to	predict	and	may	differ	from	those	assumed.	There	can	be	no	assurance	that	forward-looking	statements	will	materialize	
or	that	actual	returns	or	results	will	not	be	materially	different	from	those	described	in	the	present	material.	
Views	expressed	in	this	material	are	as	of	the	date	indicated,	based	on	the	information	available	at	that	time	and	may	change	based	on	market	
and	other	conditions.	Trez	Capital	Fund	Management	Limited	Partnership	does	not	assume	responsibility	to	update	any	of	the	information.	
Trez	Capital	Fund	Management	Limited	Partnership	cannot	guarantee	the	completeness	and	accuracy	of	third	party	information	it	may	use.
When	investing	in	a	fund,	neither	asset	allocation	nor	diversification	ensures	a	profit	or	guarantees	against	a	loss.	Past	performance	is	not	
indicative	of	future	performance	and	cannot	be	solely	relied	upon.	Before	investing,	consider	the	fund’s	investment	objectives,	risks,	charges,	
and	expenses.	Please	consult	the	offering	memorandum	containing	this	information.	Please	read	those	documents	carefully	prior	to	investing.

VANCOUVER
1700-745 Thurlow St.
Vancouver, BC V6E 0C5
T: 604.689.0821
TF: 1.877.689.0821
F: 604.638.2775

TORONTO
1404-401 Bay St.
P.O. Box 44
Toronto, ON M5H 2Y4 
T: 416.350.1224
F: 416.350.1268

DALLAS
5055 Keller Springs Rd.
Suite 500
Addison, TX 75001
T: 214.545.0951
F: 214.545.0960

PALM BEACH
1501 Corporate Dr. 
Suite 240
Boynton Beach, FL 33426
T: 561.588.0132

For	further	information,	please	contact:	Investor	Services	T:	1.877.689.0821 E:	investor-services@trezcapital.com 
Visit	us	at:	www.trezcapital.com

Economic	Update
The	 beginning	 of	 2020	 has	 seen	 unprecedented	 events	 across	 North	 America	 and	 the	 world.	 
Trez	Capital	 is	making	every	effort	to	provide	information	and	transparency	to	our	clients	during	these	
uncertain	 times,	 staying	 focused	 on	 collecting	 our	 outstanding	 loans	 and	 protecting	 our	 investors.	

Canadian Economy and Real Estate Market
The Canadian economy continued to demonstrate steady, but 
mixed, signals towards the end of 2019. For the year, real gross 
domestic product (“GDP”) grew by 1.64%, but fell to a 0.34% 
annual rate in the fourth quarter of 2019. On the other hand, 
employment growth outpaced GDP growth, with 1.88 million 
jobs recorded at the end of the fourth quarter of 2019. Overall, 
Canadian employment grew 2.1% for 2019. However, the spread 
of COVID-19 in March 2020 caused the Canadian economy to 
shed 1.01 million jobs, year-over-year, driving the unemployment 
rate up to 7.8%, from 5.6%. COVID-19’s impact on employment 
will likely result in negative GDP growth in the first quarter of 
2020 and a sharp decline of more than 11.0% in the second 
quarter, before modest stabilization occurs in the third quarter.  

Canadian equity markets remained stable throughout 2019, as 
the Bank of Canada held its target overnight policy rate at 1.75%, 
but reduced it to 1.25% on March 4, 2020, in response to the 
anticipated impact of COVID-19 on the economy. The 10-year 
Canadian bond rate fell to 1.61% by December 2019, a decline 
of 31 basis points from the beginning of the year. Despite low 
interest rates, commercial real estate capital markets slowed by 
12.7% in sales volume for 2019, with $8.75 billion in investment 
activity. However, residential home-sale prices continued to trend 
up for 2019, growing by 2.3% for the year and a strong 7.6% for 
the fourth quarter. The Toronto region continued to lead the 
country with $6.7 billion in acquisitions in the fourth quarter, 
more than twice the volume of the Montreal market. Prime office, 
industrial and multi-family rents grew steadily in 2019 in the major 
Vancouver, Toronto and Montreal markets. A high of 20.9% rent 
growth was recorded for the Toronto prime office market. 

U.S. Economy and Real Estate Market
The U.S. economy in 2019 grew commensurate with trends since 
the 2008 recession, with real GDP growing 2.33% for the year. 
Consumer expenditures continued to drive growth, as fixed 
investments did not grow significantly despite corporate tax relief 
measures. Employment grew by 2.05 million jobs during 2019, 
with an uptick in holiday-season employment and growth in the 
fourth quarter. However, the spread of COVID-19 resulted in 
over 16 million new unemployment claims during the four weeks 
ending April 4. 

The U.S. Federal Reserve Board (“Fed”) steadily lowered its 
federal funds rate to 1.55% by the end of 2019. However, in 
response to the spread of COVID-19, the Fed brought the rate 
down to 0.05% by the opening of the second quarter. Despite low 
interest rates, capital investment in commercial real estate fell 
by 8.1% in the fourth quarter of 2019. The capitalization rate for 
the Central Business District office market remained at 6.65%. 
On the residential side, Fannie Mae and Freddie Mac mortgage 
production was down 43.6% and 15.0%, while single-family home 
prices increased 3.48% in 2019. Early indications on the multi-
family side portend decreases in housing prices, as multi-family 
rents decreased at an annualized rate of 8.9% from their March 
11, 2020 peak. 

While the overall U.S. commercial real estate market was on a 
steady footing entering 2020, economic concerns related to 
COVID-19 challenged retail, hotel and multi-family assets. 

The Texas economy, and surrounding housing market, benefited 
from a long-term trend in residential relocations from other states 
to Houston, Dallas-Fort Worth, Austin and San Antonio. However, 
the economic impact of COVID-19 is expected to challenge Texas’ 
near- and medium-term growth. 

Sources: CBRE, Oxford Economics; Statistics Canada, Real Capital Analytics  
                     New York Times, Case-Shiller Index, CoStar
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