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foreword

At Blend, we have built a full stack property and 

technology platform for family offices to access 

direct lending opportunities within the UK real 

estate development finance market. 



We offer our family offices more than simply 

access to private debt with great risk/reward; 

we manage the full-cycle loan process on behalf 

of our investors, including origination, due 

diligence and underwriting, transaction 

execution and portfolio management until 

maturity. Our leading position in the UK private 

real estate debt market allows us to have an 

unparalleled insight into the trends and the 

opportunities within this market at a time when 

a fundamentally changed world order, 

heightened geopolitical instability, increased 

volatility and low yields are encouraging family 

offices to consider greater allocations to 

alternatives. 



Against this backdrop, we are pleased to publish 

our first Family Offices and Direct Investment in 

Real Estate report where we share the trends 

we observe in this market and assess the 

outlook as family offices look at opportunities to 

capitalise on market dislocations. As you read 

on, you will realise that appetite for private debt 

among family offices is growing. The BlackRock 

Global Family Office Survey of 185 family offices 

globally published in late-2020 found that 

private equity and private debt are key areas of 

focus for family offices; 75% of family offices 

indicated that they intend to grow their 

exposure to private debt, having been attracted 

by the potential returns and the perceived 

attractiveness of the current entry point. 

Furthermore, amid a tightening credit market 

environment, many family offices are attracted 

to private debt as they believe private credit has 

an important role to play in supporting SMEs. In 

the market where we operate, we see family 

offices eager to support SME property 

developers and small construction companies 

who are building affordable, ESG-compliant, and 

energy-efficient homes as part of their 

sustainable investing strategy. 





We at Blend began our journey in 2017 after 

identifying a strong inefficiency in the SME real 

estate development finance market. With a 

background in investment banking, we observed 

that there was a great risk/reward to be 

harvested by investing in real estate 

development finance debt, secured against first 

charge on property. Moreover, an additional risk 

premium could be unlocked by providing an 

extra 5% gearing on top of what challenger 

banks were ready to offer. Since then, we have 

helped family offices deploy capital through our 

platform and achieve 8%+ return p.a. with zero 

loss of capital and a strong track record. 



I do hope that the findings in this report are 

useful, and we look forward to engaging with 

you going forward. 

Roxana Mohammadian-Molina

Chief Strategy Officer

Family offices are increasingly anxious 

about geographic diversification, equity 

valuation, liquidity requirements and 

inflation.



The worsening economic outlook, stubborn inflation 

and rising interest rates has meant that global 

equity markets have experienced one of the worst 

first halves of the year in 2022. While stocks have 

declined across the board, some sectors including 

the tech sector have been hit harder than others. 

Stocks that had been widely popular during the 

pandemic have had a very challenging year so far. 

For example, two years ago, many asset managers 

were recommending stocks such as Shopify 

arguing that it had “entered a realm beyond any 

DESPITE THE YIELD 

CURVE INVERSION, 

THE LOW YIELD WORLD 

THAT LOOKS SET TO 

PERSIST

reasonable valuation framework” . Yet the stock has 

now declined by over 80% from its peak. Equities 

have broadly lost 10-15% year-to-date (table 1) .  

The tech-heavy Nasdaq fared worst, losing 30% in 

the six months to June, closely followed by the S&P 

500 which plunged by 21%. By mid-June, US 10-

year Treasury yields had risen to 3.5%, double the 

1.5% recorded at the end of 2021, but still low on 

historical standards and they have since retreated 

to below 2.8%. All in all, here is not much action 

currently happening for yield investors to get 



excited about. Looking beyond the current 

inversion in the yield curve, we believe that 

stagflation, trade protectionism, geopolitical 

tensions, macroeconomic headwinds, and a 

narrow room for policy manoeuvre have led 

markets to expect an end to the current rate 

tightening cycle. Here in the UK, we expect to be 

nearing the end of the tightening cycle and 

anticipate the Bank of England’s likely interest rate 

hike in September – its seventh in a row – to be 

its last. 





In a nutshell, despite the yield curve inversion, a 

low yield world looks set to persist which is also 

why investors, including family offices, have been 

increasingly looking at alternatives. 



According to the BlackRock Global Family Office 

Survey , family offices have growing concerns 

particularly around diversification, equity 

valuations, liquidity needs and inflation threat.



WHERE DO YOU GO 

WHEN YIELDS GO LOW?

A low yield world creates a clear challenge for 

investors who still need their portfolios to generate 

income. Faced with a rising tide of low yielding 

assets, investors are now pursuing higher yields in 

other asset classes, other regions, longer 

maturities or at lower credit ratings. 



Therefore, it is not surprising to see an increased 

appetite for private debt and other form of 

alternative investments from investors, including 

family offices and institutional investors, since the 

start of the pandemic when equity markets dropped 

by a third in less than a month. An article published 

in Bloomberg in May 2020  described how ultra-rich 

families with cash on hand had started to pile into 

private real estate debt. This trend was also noted 

recently by Shearman & Sterling who explained that 

the last several years have seen a clear trend

toward direct investment in real estate by family 

offices, and away from indirect holdings through 

private fund investments and the public markets. 



A recent article published by Natixis Asset 

Management  described a broader trend of how 

investors, including institutional investors, have 

started to pour capital into the private debt space, 

as the traditional bank lending model continues to 

lose market share. 



The BlackRock Global Family Office Survey of 185 

family offices globally published in late-2020 found 

that private debt was the second most popular 

asset class, with 40% expecting this to be a future 

focus for them. BlackRock’s survey reveals that in 

terms of strategies, direct lending was a clear 

preference. 

This is also a trend we have seen at Blend, a 

specialist development finance lender helping 

family offices, HNW and institutional investors 

access yield through private real estate debt. 

Private debt remains the alternative 

investment of choice for family offices.




WHAT IS PRIVATE DEBT?

Figure 1: Private Debt Assets under Management, 

2000 - Q1 2020

Source: Preqin6, Blend
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Private debt, or direct lending, is an investment to acquire 

the debt of private companies (as opposed to equity). 

Historically, bank lending was the traditional source of 

debt, but bank’s appetite towards private debt has 

declined significantly and steadily since the Global 



Financial Crisis in 2008/2009 due to de-risking and 

higher Risk Weighted Asset (RWA) requirements. This 

reduced lending appetite from banks led to the 

emergence of specialist lending platforms such as Blend, 

specialist non-bank lenders who now also participate as a 

provider of debt. Private debt is not traded or issued in an 

open market and therefore relies on the lender – bank or 

specialist non-bank lender - having a robust origination 

and due diligence system. Lending private debt can be to 

both listed or unlisted companies, and it can be to 

companies in multiple sectors as well as to real assets 

such as infrastructure and real estate developers. At 

Blend, we focus on lending to SME property developers 

and small construction companies in the UK who require 

development financing to complete residential real estate 

projects. 



As reflected in the BlackRock Global Family Office Survey , 

private debt has gained popularity. Data to Q1 2020 shows 

that assets under management in private debt had 

surpassed $812bn, but this figure will now be significantly 

higher due to the upsurge in private debt since 2020.

Reduced lending appetite from banks 

has led to increase in supply and 

demand for private debt.







Why institutional 

investors invest 

in private debt?
Figure 2: Institutional Investors’ Main Reasons 

for Investing in Alternative Assets

Source: Preqin7, Blend
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During the European debt crisis in 2012/2014, many 

institutions invested in government bonds when yields 

were trading considerably higher than what they are 

trading at today. Those bonds have now matured or are 

coming to maturity and need replacing in portfolios. Given 

the current inflationary environment, most European five- 

and 10-year government bonds yield significantly negative 

real rates. Therefore, many asset managers have invested 

in private debt through direct lending platforms issuing 

private debt to private companies. 





Senior secured debt, particularly senior real estate debt 

with a first-charge security on the underlying asset, has 

proved to be suitable product for most institutional 

investors requiring yields higher than on comparable 

bonds, and who are looking to diversify their portfolios. 

Moreover, investing in loans to private companies through 

direct lending platforms such as Blend provides a level of 

safety because, in times of trouble, the platform typically 

has the financial muscle to step in and provide financing 

or know-how to help fix problems or recover investor 

money in case of default. The default rate has been 

historically very low and recovery rates on defaults are 

high. In the case of Blend, loss minimisation is further 



Enhanced by an enhanced due diligence process 

on all loans led by our experienced in-house 

credit team and monitoring process led by an 

independent monitoring team which acts as an 

early-warning system for transactions that are 

performing below expectations. 



According to Preqin, a provider of data, analytics, 

and insights to the alternative assets community, 

a conservatively managed private debt portfolio 

presents the following attractive characteristics 

for an institutional investor: 

� Portfolio diversification. 

� Low correlation to public markets. 

� Attractive risk-adjusted returns in a low 

interest rate environment. 

� Predictable and contractual returns based on 

interest rate charged. 

� Lower risk than private equity since debt sits 

higher than equity in the capital structure. 

� Good alternative to fixed income investments.



Why family offices 

invest in private debt?

Family offices represent a diverse range of interests, 

wealth, and skill sets. Therefore, the motivations 

behind the trend toward direct real estate lending 

among them are not the same. In addition to the 

pursuit of higher yield, an often-cited reason for 

family office appetite in direct lending is that family 

office investors may be seeking to diversify their 

portfolio, or they may simply be aiming to direct 

their investments to assets that they have actually 

vetted on a case-by-case basis, instead of leaving 

the decisions to the discretion of a fund manager. 



Another reason may be a desire to reduce their 

exposure to the fees that funds charge (e.g., the 

common fund management fees of 2% of AUM and 

20% of profits) or to maintain their investment in an 

asset for longer than the typical fund timeline of 5 

years . While some or all of these reasons may hold 

true for a particular family office, an underlying 

theme is a desire by family offices to obtain and 

maintain a heightened level of control over their 

investments. And this is something that we regularly 

observe at Blend, with our investors being 

interested not only in having a say over the projects 

they lend to, but also of witnessing the impact of 

their investment by seeing the actual support of


 

their investment by seeing the actual support 

provided to SME property developers who may 

otherwise struggle to fund their property 

development projects due to lack of bank lending. 



For example, our credit team and independent 

monitoring team produce regular reports that are 

shared with family office investors to keep them up 

to date with the project’s progress. However, unless 

they have the size and scale, few family offices 

employ full-time real estate professionals and 

managers who can originate direct lending 

opportunities, perform the due diligence on the 

pipeline of projects, and perform ongoing 

management of the loan portfolio. Therefore, in 

order to lend directly on property projects, family 

offices have traditionally tended to work with 

experienced real estate professionals such as 

introducers, quantity surveyors, valuers, lawyers 

and lenders to support them in the different steps 

of the process. But lately, we have seen the 

emergence of specialist development finance 

lending platforms such as Blend offering family 

offices a full stack model, capable of handling the 

day-to-day activities associated with direct lending 

and managing the full loan lifecycle on their behalf. 












Higher yield, portfolio diversification and 

greater control over their investments 

are reasons often cited by family offices 

who invest in private debt.





Figure 3: Capital structure

Source: Preqin8, Blend
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As mentioned above, one of the key reasons private debt 

is an attractive asset class to institutional investors is that 

debt sits higher than equity in the capital structure and 

therefore has lower associated risk than private equity. 



To understand this, it is important to understand the 

capital structure of private debt (Figure 3). Capital 

structure refers to the way a company is funded based on 

the ratio and form of debt vs. equity that it holds on its 

balance sheet. This determines how, and importantly in 

what order, capital is repaid in the event of liquidation. 

Senior debt has historically provided one of the best risk-

return profiles across the debt landscape, due to its low 

standard deviation of returns and to its high Sharpe ratio. 



Senior debt is a form of unsubordinated debt that sits at 

the top of the capital structure and is repaid first in the 

event of default, making it lower risk compared to equity, 

mezzanine, or any other form of subordinated debt. On 

the other hand, equity is ranked the lowest and is repaid 

last in the event of insolvency, therefore making it higher 

risk than senior debt.

WHAT IS THE CAPITAL 

STRUCTURE OF 

PRIVATE DEBT?

Senior debt has historically provided 

one of the best risk-return profiles 

across the debt landscape.






What does Blend offer?

private debt

special lending platform

direct landing

Figure 4: private debt strategy

table 2: blend full-stack 

product proposal

Origination

underwriting

transaction execution

portfolio management

Blend is a specialist development finance lender 

providing four layers of service to family offices, 

HNW and institutional investors who want to invest 

in senior real estate private debt. It offers investors 

a full-stack service including 4 components: loan 

origination, underwriting, transaction execution and 

portfolio management. Investors invest in private 

debt through commitments to real estate projects 

that have successfully passed Blend’s Three Lines 

of Defence due diligence model and been reviewed 

and approved by Blend’s Credit Committee. 



Our first line of defence is formed of our Lending 

Directors, experienced professionals with decades 

of experience in various property and finance roles 

across banks, traditional lending institutions, 

challenger banks and specialist lenders. Their 

experience and understanding of the local regional 

market allow them to understand the risk and price 

it accordingly. Their recommendations are then 

presented to our second line of defence: our credit 

analysis team. 



Our second line of defence is formed of 

experienced senior credit risk analysts with a deep 

understanding of what can go wrong in a property 

development scheme and what are the right 

questions to ask from a prospective borrower. 

We work closely with RICS valuers, Quantity 

Surveyors and Lawyers. Each independent 

professional’s report is thoroughly reviewed by the 

internal credit team. If, and only if, a project 

successfully completes our credit analysis due 

diligence, it is progressed to our third line of 

defence: our investment committee. 



Our third line of defence is formed of our 

investment committee. Only the projects that have 

successfully progressed through the previous two 

stages will reach this stage. Our Investment 

Committee that include Blend CEO Yann Murciano 

is chaired by Charles Lamplugh whose experienced 

overseeing SME lending at Lloyds Bank spans over 

three decades with this role giving him a broad 

understanding of the risks in a wide variety of 

sectors including property.



Figure 5: Private Debt: Risk/Return by Fund 

Type (Vintages 2011-2017)
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WHAT ARE THE 

RISKS AND RETURNS 

OF PRIVATE DEBT?

Each of the private debt strategies’ risk/return profiles are 

determined by the investment and its position within the 

capital structure as mentioned previously. Strategies with 

lower risk tend to yield lower returns than those with 

higher risk. Figure 5 shows different risk/return of various 

private debt structures according to Pregin . However, as 

mentioned previously senior debt has historically 

provided one of the best risk-return profiles across the 

debt landscape, given their low standard deviation of 

returns and high sharpe ratios.



Blend allows investors to invest in senior real estate 

private debt with 8-9% returns p.a. However, investors 

must know that their capital is at risk and that lending 

through an electronic platform is not covered by the 

Financial Services Compensation Scheme (FSCS). 



Blend is a specialist development finance 

lender providing investors with a full 

stack service from loan origination and 

underwriting to transaction execution 

and portfolio management. 



For more information, please visit 

www.blendnetwork.com or email Melissa 

Turnbull, Operations Manager, at 

contact@blendnetwork.com 

Your capital is at risk and lending through 

an electronic platform is not covered by 

the Financial Services Compensation 

Scheme.



Past performance is not an indicator of 

future returns.



BLEND Loan Network Limited is authorised 

and regulated by the Financial Conduct 

Authority (Reg No: 913456).
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