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▪ Market Overview

▪ Equity Funding

▪ Debt Funding

▪ Funding Structures

RESIDENTIAL CAPITAL 
MARKET BTR FUNDING
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▪ Investor Interest

▪ Investor Return Requirements

EQUITY FUNDING
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Rolling Annual Living Sector Investment Volume By Sector

PRS/BTR PBSA Affordable Snr Living & Care homes Living share of total UK CRE investment market, rhs

Source: BNP Paribas Real Estate, MSCI. Data as at ​​24.07.2024. Includes care homes​



Rank Sector

1 Data Centres

2 New Energy Infrastructure

3 Student Housing/PBSA

4 Logistics

5 Private rented residential/BTR

6 Self-storage facilities

7 Retirement/ Assisted Living

8 Co-living

9 Educational real estate

10 Serviced apartments

11 Affordable housing

12 Healthcare

13 Industrial/warehouse

14 Other storage facilities

15 Social housing

Source: PwC/ULI Emerging Trends Europe Survey, 2025
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▪ Debt Funder Liquidity

▪ Debt Funders

▪ Terms & Conditions

DEVELOPMENT 
DEBT FUNDING
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▪ Forward Purchase/Commitment

▪ Forward Funding

▪ Joint Venture

FUNDING STRUCTURES



BUILD TO RENT

PROPOSED DEVELOPMENT

▪ 350 BTR units

▪ Prime Regional City Centre

▪ Has obtained planning and has contractor

▪ Construction Period 3 years

▪ Leasing up Period 1 year

▪ Investor Net Levered IRR 15%



BUILD TO RENT

DEVELOPMENT & INVESTMENT COSTS

Developer Profit

Paid to Developer

£100m

£10m (10%)

£10m (10%) Land Cost/Value

Construction

Professional Fees

DM Fees to Developer

Other Development Costs

£80m (80%)

Investor Additional Costs

+

£10m

Debt Interest

FF&E

Mobilisation, Leasing & 

Closing Costs

£6m

£2m

£2m
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Construction Period Lease Up BTR Stabilisation

Investor 

Refinance/Sale 

Planning

BTR 

Stabilisation

Practical 

Completion
Financial Close

BUILD TO RENT

CASH FLOW



Costs

Land Cost = £10m

Development Costs = £80m

Developer Profit (10%) = £10m

Total Cost = £100m

Forward Purchase / Commitment

▪ Purchasers pays deposit at financial close 10% which may be used to fund development costs or Escrowed

▪ Developer funds all development costs and will need to raise debt and possibly equity funding

▪ Purchaser pays remaining 90% at Practical Completion – no guarantee of purchase

Purchaser balance £90m 

(90%)

Deposit Payment £10m 

(10%)

Construction Period
Financial 

Close
Lease Up Stabilisation Exit/Sale

BUILD TO RENT

FORWARD PURCHASE / COMMITMENT



Costs

Land Cost = £10m

Development Costs = £80m

Developer Profit (10%) = £10m

Total Cost = £100m

Development Costs 

£80m

Developer Profit 

£10m

Land Payment 

£10m

Construction Period
Financial 

Close
Lease Up Stabilisation Exit/Sale

BUILD TO RENT

FORWARD FUNDING

Forward Funding

▪ Land is transferred to the investor at financial close when the land payment is made

▪ Development is funded by the investor during construction (often levered with debt)

▪ Forward funder/investor will need to lease-up and operate the asset

▪ Final profit payment is made to the developer at Practical Completion

Investor 

Refinance/Sale



Costs

Land Cost = £10m

Development Costs = £80m

Developer Profit (10%) = £10m

Total Cost = £100m

Development Costs 

£80m

Developer Profit 

£5m

Land Payment 

£10m

Construction Period
Financial 

Close
Lease Up Stabilisation Exit/Sale

Developer Profit Promote/Overage 

≈ £5m

BUILD TO RENT

FORWARD FUNDING – DEFERRED PROFIT / PROMOTE PAYMENT

Forward Funding – Deferred profit / promote payment

▪ Land is transferred to the investor at financial close when the land payment is paid

▪ Development is funded by the investor during construction (often levered with debt)

▪ Half of the profit payment is made at Practical Completion 

▪ Remaining profit is based on the final sale price/revaluation of the asset



Capital Stack

£100m

Bank Debt Funding (65%)

LP Equity Investor 90%

GP Developer Equity 10%

£65m

£31.5m

£3.5m

BUILD TO RENT

JV FULL CAPITAL STACK - DIY

Cost to Complete

£100m

£6m

£10m

£80m

£2m

£2m

Land Cost/Value

Construction

Professional Fees

DM Fees to Developer

Other Development Costs

Debt Interest

FF&E

Mobilisation, Leasing  & Closing



Costs

Land Cost = £10m

Development Costs = £80m

Debt Interest = £6m

Furniture Fitting & Equipment = £2m

Mobilisation, Leasing & Closing = £2m

Total Cost = £100m

Land and Development Costs funded with equity (10/90 –

Developer/Investor) and bank debt funding (65% LTC leverage)

Construction Period
Financial 

Close
Lease Up Stabilisation Exit/Sale

Stabilisation Calculation & Debt repayment 

Profit Split 10/90 with promote

BUILD TO RENT

JV FULL CAPITAL STACK

JV Full Capital Stack

▪ Developer and Investor enter into an SPV Joint Venture for the development (usually 10%/90%) 

▪ The joint venture raises debt funding (65% LTV) to fund the development costs

▪ The joint venture sells the development after stabilisation based on a 5 -year investment period and splits 

the profits 10/90 often with a promote in favour of the developer



© BNP PARIBAS REAL ESTATE ADVISORY & PROPERTY MANAGEMENT UK LIMITED. ALL RIGHTS RESERVED.
No part of this publication may be reproduced or transmitted in any form without prior written consent by
BNP Paribas Real Estate UK. The information contained herein is general in nature and is not intended, and
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