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INTRODUCTION
Commercial real estate today bears little resemblance  
to the industry fifty, thirty, or even ten years ago. New legislation,  
in conjunction with ever-evolving technology, is changing the way 
we communicate and engage with clients. Innovative software  
platforms are now enabling a seamless end-to-end process for  
raising capital online and managing investors, permitting CRE firms 
to meet the growing needs of clients. But first, how did we get here? 
What has changed to allow these efficiencies throughout the  
industry?
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     Real estate crowdfunders have disrupted  
the status quo of investing with online 
 platforms that put new opportunities – once  
the domain of the wealthy – into the hands of 
Main Street America.

American Association of Private Lenders

“

“



 
CHAPTER 1
The Rise in CRE Crowdfunding

WHAT IS CROWDFUNDING?

At its most basic, crowdfunding refers to the pooling of resources to fund a project.  
By definition, crowdfunding is “the use of small amounts of capital from a large number  
of people to finance a new business venture, typically via the Internet”. The term  
“crowdfunding” might be new, as well as the methods to raise capital, but the concept 
certainly isn’t. Believe it or not, crowdfunding has been around in some form since  
the 1700s. Alexander Pope crowdfunded the translation of the ancient works of Greek 
poet Homer, Mozart crowdfunded a piano concerto, and Joseph Pulitzer crowdfunded  
the pedestal for the Statue of Liberty. However, this method of raising capital didn’t 
really take off until the last few decades. Using the internet as a channel for distribution 
has revolutioniased the process of raising capital.

As crowdfunding grew, it evolved into several separate business categories: donation, 
reward, lending, and equity. Historically, equity and lending crowdfunding experienced 
stunted growth due to regulatory limitations in the US. However, this phenomenon  
has been accelerated by the passing of the JOBS Act. Today, 1 in 5 Americans have 
participated in a crowdfunding campaign, and technology presents more opportunities 
and makes it easier and faster to invest than ever before. CRE sponsors are benefiting 
tremendously from the number of investors that can now be marketed to.

WHAT IS THE JOBS ACT?

Described by President Obama as a “game changer”, the JOBS Act, or the Jumpstart 
Our Business Startups Act, is a law that was passed in 2012. It is one of the most 
significant updates to security regulations since Sarbanes-Oxley in 2002 and unique 
in that it expands rather than limits or restricts marketplace activities. In its broadest 
terms, the JOBS Act promotes the funding of small businesses by relaxing many 
of the prior-existing securities regulations. Authors Bonnie Burgett and John McDonald 
assert, “The JOBS Act was introduced as a response to the 2008 financial crisis, and, 
perhaps as important, as the government’s attempt to keep up with the technological 
innovations introduced to the financial sector by the Internet.” 
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Being expansionary rather than restrictive, the JOBS Act acknowledges and creates 
new sources of funding and enables individuals to invest in assets that they wouldn’t 
otherwise have access to. 

Title III of the JOBS Act in particular, commonly referred to as the CROWDFUND Act, or the 
Capital Raising Online While Deferring Fraud and Unethical Non-Disclosure Act, has been 
creating a lot of buzz. It allows companies to use crowdfunding to issue securities, which 
previously was not allowed. In other words, startups could legally raise small amounts  
of money (funding) from a large pool of non-accredited investors. Proponents believed that 
crowdfunding would revolutionize startup investing, since people who didn’t have access 
to VCs or angel investors could now tap into a new pool of capital. And investors would 
have increased access to investment opportunities. As a result, raising equity would become 
easier, cheaper, and faster. Critics argued that crowdfunding would lead to a bubble and 
crash (à la the dot-com bubble of the 1990s) and / or would fuel rampant fraud due to laxer 
restrictions. To date, the impact and results have been largely positive. 

WHAT DID THE JOBS ACT DO?

The JOBS Act opened up a marketplace or conduit between CRE operators and  
perspective investors. Prior to the JOBS Act, only accredited investors could make  
an investment. Accredited investors were people who met one or more of the  
following requirements:
     > An annual income of $200,000 or more
     > Net worth exceeding $1 million
     > Status as a general partner, executive officer, or director for the issuer  
        of unregistered securities
     > Job as a broker or investment advisor
     > Sufficient education or job experience that demonstrated knowledge  
        of unregistered securities

An entity could also be considered accredited if it met the following requirements:
     > Assets exceeding $5 million
     > Equity owners who are themselves accredited
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A landmark piece of legislation, the JOBS Act promised 
to create new avenues for raising funds that balanced 
the needs for speed and efficiency in crowdfunding 
with the SEC’s chief responsibility of protecting  
consumers from fraud.

“
– Harvard Real Estate Review

“



 
 
With the JOBS Act, these high barriers to entry were lowered, enabling most anybody 
to be an investor in private transactions without having to meet stringent criteria or 
without having the right connections. As a result, sponsors can get properties funded 
more quickly, and the ability to invest smaller amounts provides access for a larger pool 
of investors.

 
HOW DOES THE JOBS ACT IMPACT CRE?

The power of crowdfunding has changed the landscape across a wide variety  
of industries, and commercial real estate is no exception. Before the JOBS Act,  
commercial real estate sponsors were limited to soliciting funding from primarily their 
family and friends. A capital raise would typically involve mass emailing your family  
and friends or having one-on-one meetings to ask for money. Most new connections 
would be made via networking events. But authors Burgett and McDonald proposed 
that the intersection of four different components make crowdfunded commercial real 
estate possible: the JOBS Act, CRE capital markets, CRE asset markets, and online 
crowdfunding platforms.

Crowdfunding in commercial real estate has opened up a global marketplace  
of potential investors. Further, for the first time ever, sponsors are now allowed  
to market to this pool (commonly referred to as “general solicitation”). Now, capital 
raises can include posting ads online or in newspaper, promoting on social media,  
or even plastering on the side of your car. And instead of $50,000 or more, investors 
may only need as little as $5,000 to tap into this potentially profitable asset class –  
the 4th largest in the US. As a frame of reference as to the size of this industry,  
the commercial real estate crowdfunding market is currently projected to be valued  
at over $300 billion by 2025. Commercial real estate is still one of the fastest growing 
types of crowdfunding, with the funds generated nearly doubling annually for the past 
several years.
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By 2025, the commercial real estate  
crowdfunding market is projected  

to be valued at over 

$300 
billion 

$



 
CHAPTER 2
Raising Equity in the 21st Century

Historically, commercial real estate investing in the US took place  
in a fragmented industry that was reluctant to adapt to new  
technology. So it only makes sense that this is largely what has driven 
the explosive growth of crowdfunding in recent years. Now a CRE 
investing platform can be at your fingertips in seconds. As a New York 
Times article notes, “These sites add transparency to a business that 
can seem clubby and secretive”.

RAISE EQUITY … AT SCALE

The success of your commercial real estate firm isn’t just about your ability to grow. 
Rather, it’s more closely tied to your ability to scale. The traditional process of raising 
capital is very inefficient – a “one-on-one, analog, brute force approach”, says Adam 
Hooper, CEO at RealCrowd. Crowdfunding expands the pool of potential investors  
beyond the traditional circle of family, friends, and venture capitalists, but a manual, 
individual approach is simply not effective. When you are able to scale specific tasks, 
such as raising equity, you can drive exponential increases to your bottom-line,  
as well as better adapt to changes in the industry and maintain a competitive  
advantage in the marketplace.
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We provide a base layer of technology that every real 
estate company in the country can use to leverage how 
they raise capital. This is the technology platform that 
will enable and empower investors. From there, each 
will adapt. That is how crowdfunding can change this 
industry.

“ “

– Adam Hooper, CEO, RealCrowd



 
 
GROW YOUR INVESTOR BASE

With the JOBS Act, you now have access to a much larger pool of investors … but so 
do your competitors. How do you position yourself above other commercial real estate 
firms that are also raising capital? 

YOU HAVE EXPERIENCE
The modern investor knows that real estate ventures can be saved or lost by the  
experience of a sponsor. Investors are looking for sponsors who are well-versed  
in the art of real estate investing and can demonstrate that they can execute on their 
strategy and draw from a solid knowledge base whenever there is trouble.

YOU ARE ACTIVE
Quality sponsors are those that buy or sell multiple properties per year, which can  
naturally create a diverse portfolio. This shows that you are there to build long-term 
relationships with investors so that you can make good use of them for future projects. 
Many investors have long-term goals and look for sponsors that align with their vision. 
When they find the right sponsor, they likely want to stick with that sponsor for multiple 
investments. As a quality sponsor, your goal should be to generate long-term value 
with each equity raise by building on those investor relationships. 

YOU HAVE A PROVEN TRACK RECORD
Investors are looking for a sponsor with a history of positive performance.  
The sponsor’s historical narrative should include strategies that made your investors 
money over the long-term, seeing as the real estate industry is cyclical by nature and 
sensitive to market forces beyond your control. What’s important is getting investors  
to a level of trust that propels them to take the next step. They look for companies that 
know how to deal with problems and find ways to protect their investment capital.
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CHAPTER 3
Managing Investors & Exceeding Expectations

Now that there are more investors involved in projects, sponsors need technology that 
helps them to efficiently engage and manage clients.

COMMUNICATE FREQUENTLY AND EFFICIENTLY
Investors want more information and insights, and they want it more frequently than monthly  
or quarterly. Today’s sponsors need to consider how they can better interact, communicate, and 
engage with their investors, ensuring they have the data, insights, and control that clients need.

EFFECTIVELY MANAGE INVESTORS
Over 70% of CRE firms still use one or more manual method to manage their client  
relationships, but these manual methods can slow down efficiency and response time  
to client needs or inquiries. A CRM software provides a single, central location to store and  
manage contact information and activity, enabling the sponsor to find investor information  
up to 76% faster. And it allows sponsors to efficiently manage relationships with investors  
and other stakeholders, with all the important information right at their fingertips.

OFFER TRANSPARENCY
Two-thirds of investors consider the level of transparency when deciding whether or not to make 
an investment. It’s critical that managers enable clients to easily view info such as distribution 
history, positions and performances of their investments, and investment documents. 

PROVIDE DATA AND INSIGHTS
Today’s investors demand data and insights in order to be able to make informed, educated 
decisions. They need access to the right data both to analyze a deal and then eventually to 
manage the deal, as they continue to make data-driven decisions throughout their investment.
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of CRE clients want to use data + analytics  
to shape their decision-making50%+ 



CONCLUSION
As Adam says, “The expectations and demands 

in the industry have changed; crowdfunding is  

no longer viewed as an experiment on the side 

but has become an integral part of the overall 

capital stack. Investors will continue to allocate 

capital to real estate and expect access to  

transparent reporting of their investment  

performance.” Ron Rossi, VP of Customer  

Success at RealPage AIM, adds, “CRE sponsors 

have had continued success with crowdfunding, 

and the execution is very efficient – especially 

when working with teams that have deep real  

estate and finance experience.” Together,  

RealPage AIM and RealCrowd provide an  

integrated online experience during the  

fundraising process through the full life  

cycle of an investment.
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NEXT STEPS
RealPage AIM provides institutional investors and  
managers an integrated platform that propels data  
alignment throughout the investment ecosystem to drive 
the best possible risk-adjusted returns for the private and 
public capital markets. AIM provides a 360° view across 
the investment lifecycle, allowing general and limited  
partners to manage investments, model and monitor  
asset performance, assess risk, and easily identify  
opportunities to maximize returns.

There is only one platform that:
• Allows you to aggregate, interpret and integrate data 

across all asset classes in any format
• Enables alignment across your entire real estate and 

alternative investment ecosystem
• Delivers all the information you need, in a timely 

manner, to empower you to discover true insights

To learn more about how CRE firms have used 
RealPage AIM to save time and resources,  
drive value, and improve the investor  
experience click here. 

If you are ready to take the next step, 
schedule a free demo today!
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