
Insignia Macro Fund

An opportunistic approach to global macro and managed futures

Investor Overview

This material is neither an offer to sell nor the solicitation of an offer to buy any security, which can be 
made only by the applicable offering document filed or registered with appropriate state and/or federal 
regulatory agencies, and sold by broker-dealers authorized to do so.

http://provasicapital.com/microsites/insignia-macro-fund/


Today’s investor faces three major challenges:

➊ Traditional investment solutions don’t work like 
they used to

	 ❖  High volatility creates an investment roller coaster 
of producing, then giving back gains. 

	 ❖  Near-zero interest rates for the past seven years 
have reduced the ability of fixed-income 
investments to mitigate risk and provide income.

➋ Portfolio diversification is harder to achieve 
than ever before

	 ❖  Market globalization increases correlation of 
assets, making traditional allocation models 
less effective. 

	 ❖  High-tech systems integration amplifies market 
swings and impacts investor portfolios in 
real time. 

	 ❖  Automated investment algorithms can distort 
market reactions to global events, which may 
lead investors to make hasty decisions with 
damaging consequences.

➌ As investors age, time works against them:

	 ❖  Insufficient time to recover from a prolonged 
down market.

	 ❖  Market stress can make investors question 
whether to stick with an investment strategy 
for the long haul.

Yesterday’s strategies  

are not solving today’s 

investment challenges.

We believe that a diversified portfolio, including an allocation 
to global macro strategies, may offer a compelling, long-term  
approach for helping investors reach their investment goals.

Investor goals haven’t changed much over the years, 
but the investment climate has.  

The goals of today’s investors are much the same as those of their parents: meaningful growth over time, reliable 
income and capital preservation. But today’s investment climate is complex and highly volatile—making it far 
more difficult to achieve these goals. Many investors are realizing that yesterday’s strategies will not solve today’s 
investment challenges. 

Investors who stick to a long-term strategy tend to 
outperform those without a plan.
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A Singular Approach to Global Macro / 
Managed Futures 

Insignia Macro Fund (the “Fund”) is an actively 
managed portfolio of investment strategies pursuing 
global opportunities in commodities, currencies, 
equities and fixed income. Adding exposure to global 
macro/managed futures may reduce portfolio volatility 
and increase diversification. 

Investment Objective: The Fund seeks long-term  
risk-adjusted total return.

Institutional Asset Manager: Meritage Capital, LLC (the 
“Adviser”) is led by portfolio managers with decades 
of experience in attribution analysis and manager 
selection with an experienced support team skilled 
in building portfolios with diverse investment styles, 
strategies and asset classes.

Client-friendly Structure: A daily liquidity mutual 
fund with a simple investing process featuring no 
subscription documents, low minimum investments 
and Form 1099 tax reporting.

Proactive Portfolio Management: Portfolio transparency 
and a seasoned investment team; with flexibility to 
exploit opportunity in smaller, less-efficient markets. 

Disciplined Process: Proven process to find and 
monitor five to 15 “best-in-class” managers.

Why Insignia Macro Fund?

Portfolio 
Construction

Monitoring

Sourcing &
Screening

Due 
Diligence

The Global Macro Solution

Since 1990, global macro strategies have outperformed 
U.S. equities and fixed income, providing greater 
returns with lower volatility. Table 1 charts the 
performance of a hypothetical investment in global 
macro, U.S. equities and fixed income. As part of a 
well-diversified portfolio, global macro may offer the 
potential for higher returns and reduced volatility.

Past performance is neither indicative nor a guarantee of future 
results. These hypothetical portfolios are for illustrative purposes only 
and should not be considered representative of actual investment results. 
Investors cannot invest directly in an index. Diversification does not ensure 
a profit or guarantee against a loss. Alternative investments may involve 
higher fees, limited liquidity and greater risks, including higher volatility and 
the opportunity for significant losses compared to traditional investment 
strategies. Alternative investments are not suitable for all investors.
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Growth of $1,000 
(1/1/1990 – 12/31/2015) 

  HFRI Macro (Total) Index 

  Barclays U.S. Aggregate Bond Index 

  S&P 500 Index 

Source: Zephyr StyleAdvisor 

Table 1 Hypothetical illustration

❖ Improved total returns and 
❖ Reduced volatility when 

combined with other asset classes
Source: Zephyr StyleAdvisor, 2015. 
1/1/1990–12/31/2015.

A 30% allocation to 
global macro:

There is no guarantee that the fund will achieve its investment objectives,
generate profits or avoid losses. 

Macro exposure reduced risk in equity portfolios

JANUARY 1, 1990 to DECEMBER 31, 2015 ANNUALIZED RETURN STANDARD DEVIATION

S&P 500 Index  9.29%  14.59%

HFRI Macro (Total) Index  10.84%  7.30%

70% S&P 500 / 30% HFRI Macro  10.13%  10.98%

And increased returns in bond portfolios

JANUARY 1, 1990 to DECEMBER 31, 2015 ANNUALIZED RETURN STANDARD DEVIATION

Barclays U.S. Aggregate Bond Index  6.26%  3.65%

HFRI Macro (Total) Index  10.84%  7.30%

70% Barclays U.S. Agg / 30% HFRI Macro 7.74% 3.89%

Table 2

Table 3

Investment Process

Fund portfolio managers use a repeatable 4-step process to identify skilled managers, determine capability 
and capacity, add select strategies to the portfolio and monitor asset mix.

Sourcing & Screening:

❖	 	Identify macro environment and hedge fund 
strategy risks and opportunities

❖	 	Gather manager data focusing on characteristics 
like investment thesis, key personnel, track 
record and liquidity

Due Diligence:
❖	Evaluate absolute and relative performance 

compared to market and peers

❖	Develop weighted summary profile of all 
managers; perform operational due diligence

Portfolio Construction:
❖	Create concentrated, unique blends of 

top managers with niche strategies

❖	High-touch monitoring and frequent 
communication with managers

❖	Regular reevaluation of conviction 
and performance of every manager

Monitoring:
❖	External monitoring includes site visits 

and portfolio reviews

❖	 Internal monitoring includes team meetings 
and ongoing due diligence
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Investors should carefully consider the investment 
objectives, risks, charges and expenses of Insignia 
Macro Fund described herein. This and other 
important information is contained in the Fund 
prospectus, which can be obtained by calling 
866.655.3600 or downloaded at provasicapital.
com/insignia-macro-fund. The prospectus should 
be read carefully before investing.

Past performance is neither indicative nor a 
guarantee of future results.

Table 1: The graph shows the performance of a 
hypothetical $1,000 investment in global macro 
strategies [represented by the HFRI Macro (Total) 
Index]; bonds (represented by the Barclays U.S. 
Aggregate Bond Index) and equities (represented 
by the S&P 500 Index), between January 1, 1990 and  
December 31, 2015. Source: Zephyr StyleAdvisor.

Tables 2 and 3: Hypothetical combination of 
indexes began with 70% of the asset class index 
and 30% of HFRI Macro (Total) Index. Total return 
in both illustrations includes reinvestment of 
dividends and capital gains. Investors cannot invest 
directly in an index.

Correlation is a statistical measure of how two 
assets move in relation to each other. Correlation 
ranges from -1 to 1; a correlation of 1 means both 
assets move perfectly in lockstep with each other, 
while a correlation of -1 means the two assets 
move in exactly the opposite direction.

Important Information

Alternative investments may involve higher 
fees, limited liquidity and greater risks, including 
significant credit and valuation risk, higher volatility 
and the opportunity for significant losses compared 
to traditional investment strategies. Alternative 
investments are not suitable for all investors.

The Fund is subject to various risks including, but 
not limited to, commodity risk, counterparty risk, 
credit risk, derivatives risk, fixed income risk, foreign 
currency risk, foreign investment risk, issuer-specific 
risk, leverage risk, liquidity risk, management risk, 
market risk, new fund risk, non-diversification risk, 
short position risk, structured note risk, swap risk, 
taxation risk, turnover risk, underlying funds risk 
and wholly-owned subsidiary risk.

Underlying funds in which the Subsidiary gains 
exposure will pay management fees, commissions, 
operating expenses and performance based fees 
to each manager it retains. As a result, the cost of 
investing in the Fund may be higher than a mutual 
fund that invests directly in securities. There is no 
guarantee that any of the trading strategies used 
by the managers retained will be successful. The 
Adviser’s judgments about the investment expertise 
of each manager accessed may prove to be 
inaccurate and may not produce the desired results.

The Fund is “non-diversified” for purposes of the 
Investment Company Act of 1940, and therefore, 
may invest more than 5% of total assets in the 
securities of one or more issuers. As a result, 
performance may be more sensitive to any single 
adverse market, economic or regulatory occurrence 
than a diversified fund.

The hypothetical examples included in this material 
are intended for illustrative purposes only, and are 
not intended as an offer or solicitation to adopt 
a particular investment strategy or to purchase 
or sell any security. Provasi Capital Partners LP 
does not represent, warrant or guarantee that 
this material is accurate, complete or suitable for 
any purpose and it should not be used as a basis 
for investment decisions. This material does not 
purport to contain all of the information that a 
prospective investor may wish to consider and is 
not to be relied upon or used in substitution for the 
exercise of independent judgment.

The Fund is distributed by ALPS Distributors, Inc., 
member FINRA. Wholesale distribution services 
provided by Provasi Capital Partners LP. Meritage 
Capital, LLC, Sage Advisory Services, Ltd. Co., ALPS 
Distributors, Inc. and Provasi Capital Partners LP are 
not affiliated. This material was prepared by Provasi 
Capital Partners LP on behalf of the issuer. 

Provasi Capital Partners LP is a member of  
FINRA/SIPC.

1AUM as of 12/31/2015.

Provasi Capital Partners LP offers access to specialized investment strategies 
through a multi-manager approach that presents advisors and their clients with 
unique options for allocating capital, managing risk and diversifying assets. For 
more information, call toll-free 866.655.3600 or visit provasicapital.com.

GLENN STOTTS, CAIA® is the deputy chief investment 
officer of Meritage Capital and a portfolio manager 
of Insignia Macro Fund. Utilizing more than 17 
years of industry experience, he is responsible for 
manager due diligence, portfolio construction and 
risk management. Mr. Stotts received a Bachelor of 
Arts degree in Economics and International Studies 
from Northwestern University and a Master of 
Business Administration degree in Finance from 
The University of Texas at Austin.

Fund Management Team

JOE WADE is the chief investment officer of Meritage 
Capital and a portfolio manager of Insignia 
Macro Fund. Mr. Wade has drawn upon more 
than 37 years of industry experience to develop 
the firm’s investment philosophy. Mr. Wade 
chairs the Investment Committee and oversees 
manager due diligence, portfolio construction and 
risk management. Mr. Wade received a Bachelor 
of Science degree in Commerce and Business 
Administration from The University of Alabama. 

Meritage Capital, LLC is a $1.2 billion1 boutique investment management 
firm specializing in differentiated hedge fund solutions for family offices, high-
net-worth individuals and institutions. Meritage offers a complementary suite of 
hedge fund solutions including commingled strategies, custom portfolio solutions 
and a liquid alternative strategy. Founded in 2003 and based in Austin, Texas, 
the firm is owned by three family offices with a shared vision for performance 
excellence, integrity, intellectual curiosity and transparency.
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Insignia Macro Fund

Meritage Capital, LLC
515 Congress Avenue, Suite 2200
Austin, TX 78701

512.637.9700

insigniafunds.com

Provasi Capital Partners LP
15601 Dallas Parkway, Suite 200
Addison, TX 75001

866.655.3600

provasicapital.com

http://www.insigniafunds.com
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Fund  
Overview

FOR FINANCIAL ADVISOR USE ONLY

Class A Shares VCAPX



Investment Objective & Strategy
By purchasing whole residential mortgage notes at  
a discount to face value, Vertical Capital Income  
Fund (the “Fund”) seeks to generate attractive income, 
and long-term capital appreciation potential without  
moving in lockstep with traditional asset classes. 

There is no assurance that the Fund will achieve its investment objective.
For Financial Advisor Use Only.



Why invest in  
residential mortgages?

Investors may potentially benefit 
from attractive income and the 
potential for capital appreciation 
with whole residential mortgages. 

Residential mortgage notes are 
privately traded and traditionally 
inaccessible to individual 
investors. With notes secured by 
the underlying real estate and 
payments made by borrowers 
of the loans, this asset class 
offers attractive income and the 
possibility for capital appreciation. 

A first-of-its-kind mutual fund, 
Vertical Capital Income Fund offers 
a strategy with low correlation to 
traditional asset classes such as 
stocks and bonds, and can serve 
as a diversifier for core income 
portfolios and equity portfolios alike.
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Investment Opportunity in  
Residential Mortgages 

Vertical Capital Income Fund seeks to purchase individual whole residential 

mortgage loans typically sold at a discount by banks and other originators.

The Fund capitalizes on two main factors that create this opportunity:

1. Regulations Imposed on Lenders and Originators

Rigorous regulatory guidelines prohibit otherwise-sound loans from 

being sold to government-sponsored agencies like Fannie Mae, often 

due to paperwork technicalities that may occur during the origination 

process. These technicalities may include:

• Any change in personal credit rating

• Wrong dates or missing signatures

• Borrower retires between signing and note being sold

The new regulations have greatly increased the size of this specific pool 

of mortgages. According to data from Fannie Mae, in 2014 about 20 

percent of all new mortgages originated in the United States included 

such technicalities, up from five percent in 2010.*

2. Banks Selling Mortgage Notes to Institutional Investors

Banks generally earn greater profits from originating mortgages than 

from holding them to disposition or maturity. When a loan is considered 

‘agency-ineligible,’ it becomes nearly impossible for a bank to sell it 

through traditional channels, such as Fannie Mae, or to pension funds  

and endowments.

To free up capital on their balance sheets, many banks are motivated to 

sell these notes at a discount to institutional investors, mutual funds and 

high-net-worth individuals. 

*Housing Insights, published by Federal National Mortgage Association (FNMA), October 14, 
2014, p. 4; citing data from Inside Mortgage Finance.
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Investment Process

Fund managers target opportunities with whole residential mortgages 

using a proprietary underwriting model that includes, among 

other things, individual evaluation of property, loan and borrower 

characteristics. Loans that are deemed to have a suitable risk and 

reward profile may be selected for an initial bid and further analysis and 

underwriting prior to being added to the Fund’s portfolio. 

The Fund’s portfolio managers focus on four key attributes — discount to face 
value, diversi�cation of the existing portfolio, income potential and the borrower 
credit pro�le — of each mortgage during the acquisition process. Building the 
portfolio in this way helps to reduce risk of exposure to any single locality and 
improve the potential for downside protection. 

Discount
15% + to face value

Diversification
By state and city

Income
Attractive

Credit Profile
Likelihood of repayment

Portfolio Construction

Borrower
• Payment History
• FICO Score
• Liabilities & Assets

Loan
• Performing
• Seasoned
• First Lien 
• Interest Rate

Property
• Home Value
• Local Trends
• Quick Sale Value

Loan Analysis

3
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Hypothetical Investment Process Example

Property
• 2-bedroom house in affluent neighborhood

• Attractive current value with appreciation potential

Loan
• $400,000 home; 25% down payment

• $300,000 loan; 30-year note at 5% interest rate

• Over two years of on-time payment history

Borrower
• Young professional couple purchasing first home

• FICO score over 700

Technicality 
• Loan would be unable to be purchased by Fannie Mae because the 

mortgage broker underestimated hazard insurance costs when using 

FNMA’s automated underwriting system.

Summary

Once an initial bid is accepted, underwriters would perform a full evaluation 

of risk and return potential, verifying all information and either confirming 

or adjusting the bid. At final settlement, fund managers would then 

purchase the loan at a discount to the remaining balance, providing the 

potential for income—from on-time payments of principal and interest—as 

well as capital appreciation, as the homeowners may pay off the loan at full 

value if they choose to sell the home or refinance the note.

Final loan selections would then be assembled into a portfolio focused on 

income with the potential for capital appreciation.

There is no assurance that the Fund will achieve its investment objective. This hypothetical 
example of the Fund’s investment process is intended for illustrative purposes only, and is not 
intended as an offer or proposal to adopt any particular investment strategy.
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Portfolio Management 

The Fund is advised by Behringer Advisors—a seasoned team with 

expertise in all aspects of credit analysis, real estate acquisition, 

development and management. The team includes analysts with 

extensive origination and underwriting experience in residential 

mortgages, risk and asset management.

David Aisner is co-portfolio manager of Vertical Capital Income Fund. 

He is also chief investment officer at Behringer, the parent company 

of the Fund’s Adviser. In this role, Mr. Aisner implements acquisition 

strategies across its investment platform. Mr. Aisner earned a Bachelor 

of Arts degree, double-majoring in Economics and Political Science, 

from Williams College and a Masters of Business Administration degree 

with a concentration in Real Estate from the University of Pennsylvania’s 

Wharton School of Business.

Bob Chapman serves as the chairman of the board of directors of Vertical 

Capital Income Fund. He is also executive vice president and co-portfolio 

manager of Behringer Advisors, LLC, the Fund’s Adviser. 

Prior to joining Behringer in 2007, Mr. Chapman was executive vice 

president and chief financial officer of AMLI Residential Properties Trust. 

Mr. Chapman received a Bachelor of Business Administration degree in 

Accounting and a Master of Business Administration degree in Finance 

from the University of Cincinnati. 

David F. Aisner 

Portfolio Manager

Robert J. Chapman

Portfolio Manager
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15601 Dallas Parkway, Suite 200
Addison, Texas 75001

866.655.3600

provasicapital.com

Investors should carefully consider the investment objectives, risks, charges and expenses of Vertical Capital Income Fund. This 
and other important information about the Fund is contained in the prospectus, which can be obtained by calling 866.655.3600. The 
prospectus should be read carefully before investing.

Mutual funds, including closed-end interval funds, involve risk, including the possible loss of principal. Vertical Capital Income Fund 
is a continuously offered, closed-end investment company (mutual fund) that is operated as an interval fund. Pursuant to the Fund’s 
interval fund structure, the Fund will conduct quarterly repurchase offers of from 5% to 25% of the Fund’s outstanding shares at net 
asset value. If the amount of liquidity available is exceeded, the Fund will pay out redemptions on a pro-rata basis. Even though the 
Fund will make quarterly repurchase offers, investors should consider the Fund’s shares to have limited liquidity. 

The Fund invests substantially all its assets in groups or packages of income-producing loans secured by real estate, which are 
difficult to value. Up to 10% of the loans in the group or package may be delinquent or in default. The Fund will not purchase loans that 
currently are in foreclosure; however, loans acquired by the Fund may go into foreclosure subsequent to acquisition by the Fund. The 
Fund will acquire loans of borrowers with varying credit histories and may invest up to approximately 10% of its assets in loans that 
were classified as “sub-prime” at the time of origination. 

Securities may be subject to prepayment risk because issuers are typically able to prepay principal. The Fund will not invest in real 
estate directly, but, because the Fund will invest the majority of its assets in securities secured by real estate, its portfolio will be 
significantly impacted by the performance of the real estate market and may experience more volatility and be exposed to greater risk 
than a more diversified portfolio. Quarterly repurchases by the Fund of its shares typically will be funded from available cash or sales of 
portfolio securities. The sale of securities to fund repurchases could reduce the market price of those securities, which in turn would 
reduce the Fund’s net asset value. 

There is a risk that issuers and counter-parties will not make payments on securities and other investments held by the Fund, resulting 
in losses to the Fund. In general, the price of a fixed income security falls when interest rates rise. A specific security can perform 
differently from the market as a whole for reasons related to the issuer, such as an individual’s economic situation. 

Vertical Capital Income Fund is distributed by Northern Lights Distributors, LLC member FINRA/SIPC. Wholesale distribution services 
are provided by Provasi Capital Partners LP. Behringer Advisors LLC and Provasi Capital Partners LP are not affiliated with Northern 
Lights Distributors, LLC. Provasi Capital Partners LP and Behringer Advisors LLC are affiliated entities. This material has been prepared 
by Provasi Capital Partners LP on behalf of the issuer.

Provasi Capital Partners LP is a member of FINRA/SIPC.

Wholesale Distributor

Provasi Capital Partners LP
Provasi Capital Partners offers access to specialized 
investment strategies through a multi-manager approach 
that presents advisors and their clients with unique options 
for allocating capital, managing risk and diversifying assets. 
For more information, call toll-free 866.655.3600 or visit 
provasicapital.com.

Class A Shares VCAPX

For Financial Advisor Use Only



Fund Facts
Primary Prospectus index Barclays Capital U.S. MBS Index
Secondary Prospectus Index Barclays Capital Aggregate Bond Index
Investment Adviser Behringer Advisors, LLC 
Portfolio managers David F. Aisner / Robert J. Chapman

Inception Date December 31, 2011

Fund Assets Under Management $168.4 million (as of 12/31/2015)

Dividend Distributions Seeks monthly

Fiscal Year-end September 30

Prospectus Date December 18, 2015

Morningstar Category Intermediate Term Bond

Annual Fund Operating Expenses                                         Class A
Annual management fee 1.25%
Interest payments and Fees on Borrowed Funds 0.27%
Other expenses 1.15%

Total Annual Fund Operating Expenses 2.67%

Fee waiver and reimbursement (0.34)%

Total Annual Expenses (after fee waiver and reimbursement) 2.33%
For more information about Vertical Capital 
Income Fund, please contact your financial 
advisor or call Provasi Capital Partners LP 
at 866.655.3600. Additional details about 
this investment opportunity, including a 
copy of the fund’s current prospectus, can 
be found at provasicapital.com. 

VCAPX

866.665.3600  |  provasicapital.com

Product Overview
Investment Objective & Strategy
Vertical Capital Income Fund (the “Fund”) seeks income from individual performing 
residential whole mortgage notes. Fund managers seek to purchase the notes at a discount to 
face value, leading to capital appreciation potential, attractive income and the potential for 
downside protection.

Fund Information
Share Classes A shares
Ticker VCAPX
CUSIP 925-35-C104
Sales Charge 4.50%

Minimum Investment $1,000

The Adviser and the Fund have entered into an expense limitation and reimbursement 
agreement under which the Adviser has agreed contractually to waive its fees and to 
pay or absorb the ordinary annual operating expenses of the Fund (including offering 
expenses, but excluding interest, brokerage commissions, acquired fund fees and 
expenses and extraordinary expenses), to the extent that they exceed 1.85% per annum 
of the Fund’s average daily net assets through at least January 31, 2017.

Fund Profile
What is Vertical Capital Income Fund?
An income-oriented fund that invests in individual 
performing mortgage notes issued by banks and sold 
in the secondary marketplace.

Who manages the Fund?
A team from Behringer Advisors provides experience 
in credit analysis and real estate investment, 
development and management, with support from 
analysts with extensive origination, collateral, and 
underwriting experience in both acquisitions and 
dispositions of residential mortgages and assets. 

How can the Fund benefit investors?
Investors may potentially benefit from a consistent 
stream of income and the potential for capital 
appreciation in a strategy with low correlation to 
traditional asset classes, serving as a new solution 
within a core fixed income portfolio. 

For Financial Professional Use Only



Investors should carefully consider the investment objectives, risks, charges and expenses of the 
Vertical Capital Income Fund described herein. This and other important information about the Fund 
is contained in the Fund’s prospectus, which can be obtained by calling 866.655.3600 or downloaded 
from www.provasicapital.com. The prospectus should be read carefully before investing. 

MUTUAL FUNDS INVOLVE RISK INCLUDING POSSIBLE LOSS OF PRINCIPAL.
Vertical Capital Income Fund is a continuously offered, diversified, closed-end management investment 
company that is operated as an interval fund. Pursuant to the Fund’s interval fund structure, the Fund will 
conduct quarterly repurchase offers of from 5% to 25% of the Fund’s outstanding shares at net asset value. 
Even though the Fund will make quarterly repurchase offers, investors should consider the Fund’s shares to 
have limited liquidity.

Closed-End Funds involve risk including the possible loss of principal. There is a risk that issuers and 
counterparties will not make payments on securities and other investments held by the Fund, resulting 
in losses to the Fund. In general, the price of a fixed income security falls when interest rates rise. A 
specific security can perform differently from the market as a whole for reasons related to the issuer, 
such as an individual’s economic situation.

Securities may be subject to prepayment risk because issuers are typically able to prepay principal. 
The Fund will not invest in real estate directly, but, because the Fund will invest the majority of its assets 
in securities secured by real estate, its portfolio will be significantly impacted by the performance of 
the real estate market and may experience more volatility and be exposed to greater risk than a more 
diversified portfolio. Quarterly repurchases by the Fund of its shares typically will be funded from 
available cash or sales of portfolio securities. The sale of securities to fund repurchases could reduce 
the market price of those securities, which in turn would reduce the Fund’s net asset value.

The Fund invests substantially all its assets in groups or packages of income-producing loans secured by real 
estate, which are difficult to value. Up to 10% of the loans in the group or package may be delinquent or in 
default. The Fund will not purchase loans that currently are in foreclosure; however, loans acquired by the Fund 
may go into foreclosure subsequent to acquisition by the Fund. The Fund will acquire loans of borrowers with 
varying credit histories and may invest up to approximately 10% of its assets in loans that were classified as 
“sub-prime” at the time of origination.

The Barclays Capital U.S. Mortgage Backed Securities (MBS) Index covers agency mortgage-backed pass-
through securities (both fixed-rate and hybrid ARM) issued by Ginnie Mae (GNMA), Fannie Mae (FNMA), and 
Freddie Mac (FHLMC). The Barclays Aggregate Bond Index measures the performance of the U.S. investment 
grade bond market. Investors cannot directly invest in an index. 

Vertical Capital Income Fund is distributed by Northern Lights Distributors, LLC member FINRA/SIPC. Wholesale 
distribution services are provided by Provasi Capital Partners LP, a member of FINRA/SIPC. Behringer Advisors 
and Provasi Capital Partners LP are not affiliated with Northern Lights Distributors, LLC. Provasi Capital Partners 
LP and Behringer Advisors LLC are affiliated entities.

VCAPX Product Summary HO-DD  |  © Provasi Capital Partners LP 01/16 3390-1  |  2066-NLD-1/21/2016



Investment Opportunities with 1031 Exchange Strategies
Tax-efficient income through high-quality real estate investments



2

Internal Revenue Code §1031 states: 

No gain or loss shall be recognized 

on the exchange of property held 

for productive use in a trade or 

business or for investment, 

if such property is exchanged 

solely for property of like-kind 

which is to be held either for 

productive use in a trade or 

business or for investment.
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What is a 1031 exchange?

A 1031 exchange is an IRS-recognized tax deferral strategy that allows an investor to 

sell an investment property and acquire a similar property to potentially defer capital 

gains and depreciation recapture taxes.

Benefits of a 1031 Exchange

In 2013, tax rates increased on capital gains, and are expected to drive more investors 

to seek a tax-deferred solution. A well-advised 1031 investment program can preserve 

capital and potentially generate non-correlating, tax-efficient income. 

Investment objectives of 1031 ownership

•	Capital preservation

•	Non-correlating and tax-efficient income

•	Potential capital appreciation

•	Tax deferrals

•	Access to higher quality real estate through fractional ownership
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Federal tax rules governing 1031 exchanges outline 

specific guidelines to follow in the exchange process. 

The basic exchange includes the purchase and sale of 

“like-kind” properties, which are generally identified as 

any property held for investment or business purposes.

An investor utilizes a qualified intermediary to facilitate 

the transfer of proceeds from the sale of the relinquished 

property to the purchase of the replacement property.

Upon the closing of the relinquished property, the 

investor has 45 days to identify potential replacement 

assets and 180 days to close on the replacement property.

The Basic 1031 Exchange Process

The typical 1031 exchange program follows five basic steps:

➊     The investor enters into an agreement with a qualified intermediary, or exchanger, who facilitates 
a property exchange.

➋  The property is relinquished to a third-party buyer.

➌  Sale proceeds are transferred to the intermediary.

➍    The intermediary uses the proceeds to purchase a fractional ownership interest in the replacement 
property on behalf of the investor. 

➎   The investor acquires an ownership interest in the investment program, completing 
the 1031 exchange.
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Delaware Statutory Trust

A DST is a legal entity created as a trust under Delaware 

law that owns 100 percent of the interest in real property, 

and investors acquire a beneficial interest in the trust 

instead of the underlying asset.

Potential benefits of a DST include:
No personal loan recourse for investors on property-level debt

Lower minimum investment

Multi-property diversification

Multiple exit strategies

Potential risks of a DST include:

The trustee may be unable to close the deal within the 
required time frame

If the trustee violates one of the mandatory tax requirements, 
investor income could become immediately taxable

The tax code could change, negatively impacting the investor

Structuring Options for 1031 Exchange Programs
Investment options in fractional/co-ownership programs and customized, separately managed accounts.

Separately Managed Accounts

Separately managed accounts, or SMAs, are investment 

programs designed for investors with larger amounts 

of re-investment proceeds who wish to purchase a 

whole property, or multiple properties, in a separately 

managed account. In the SMA, the investor maintains 

full discretion, but the sponsor serves as the asset 

manager, advising on all major capital market 

decisions and repositioning strategies. By investing in 

professionally managed, high-quality net lease assets, 

investors may benefit from decreased personal liability 

of property ownership without the inconveniences of 

property management.

Depending upon the exchange amount and investment objectives, tax-deferred property exchanges can be facilitated 

through multiple ownership structures. These structures are typically referred to as either fractional ownership programs 

or whole-property, customized ownership programs. The vast majority of investors are seeking fractional ownership 

solutions, which are generally structured as tenants-in-common transactions or sales of beneficial interests in 

Delaware Statutory Trusts (DSTs). DSTs are emerging as a preferred alternative due to the varied benefits of these trusts. 
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A 1031 tax-deferral strategy has several potential investor 

benefits by combining the DST ownership structure with 

single-tenant net lease assets. These investment programs 

are typically anchored by corporate credit (as opposed 

to franchise credit), and in many cases, properties will be 

leased to Fortune 500 companies, such as well-known 

retail chains, drug stores, coffee shops, automotive supply 

outlets, and similar credit-lease tenants.

The assets and related multi-property investment 

portfolios will generally demonstrate the following 

characteristics:

•	Location: Property locations and related markets are 

independently selected by the tenants and are consistent 

with their business models and national expansion plans.

•	Tenant Mix: Portfolios are constructed utilizing 

nationally and regionally recognized tenants with 

demand-driven and necessity-driven business models 

generally regarded as recession resistant.

•	Tenant Quality: Generally, portfolios will consist of high-

quality assets and creditworthy tenants with historically 

stable operating histories and proven business models.

•	Terms: Long-term triple net (NNN) or double net 

(NN) leases with primary lease terms ranging from 

10 years to 25 years, plus stipulated renewal options. 

In most cases, tenants will be responsible for all 

property maintenance, insurance, and taxes.

A well-advised 1031 investment program will seek to 

balance the risk of marginal investment returns with 

the benefit of tax deferrals. As with any investment 

program, there are potential investment risks within 

the net lease strategy. For example, a tenant could stop 

paying rent, go bankrupt, or disappear. While structured 

as long-term lease contracts designed to protect on 

the downside, most net leases do not provide much 

upside rental growth. As a result, rising interest rates 

(and corresponding cap rate reversion) could produce a 

potential capital loss upon exit. 

Single-tenant Net Lease Asset Strategy

The trademark, “National Income Properties Trust,” is the property of Behringer Harvard Holdings LLC. All other trademarks and logos used in this material are the property of their respective owners.
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Behringer Harvard Net Lease Advisors, LLC is a sponsor of comprehensive real 

estate investment programs dedicated to arranging and managing a full suite of 

single-tenant, net lease investment management programs. Investment programs 

are distributed by Behringer Securities LP through various channels—including 

independent broker-dealers, registered investment advisors (RIAs), and other 

wealth managers—and offered as both pooled funds (co-ownership) and separately 

managed accounts. Offerings are designed to meet targeted investment objectives 

for capital preservation, income, tax deferral, and capital appreciation. 

Behringer Harvard provides innovative alternative investment opportunities by leveraging 

decades of investment program development, management, performance, and distribution 

experience that has resulted in these accomplishments and company attributes:

•	Programs sponsored and managed by the Behringer Harvard group of companies 

have attracted equity of more than $6 billion and invested into more than $11 billion 

in assets

•	Behringer Harvard and its predecessors have sponsored 29 fully cycled real estate 

investment programs

Since the company’s inception, Behringer Harvard has launched investment programs 

with assets across 10 countries and within virtually every asset class.

To learn more about the potential of net lease investment strategies, contact 

your financial advisor.

About the Sponsor

The Behringer Harvard 
Net Lease Advisors, LLC Difference

The company’s net lease programs will be offered in a 

series of purpose-driven investment strategies designed 

to target the income and tax objectives of accredited 

investors. The programs are intended to provide investors 

and financial advisors with: 

•	Continuous offerings designated to consistently meet 

investors’ timetable for 1031 exchanges

•	Flexible investment amounts designed to meet specific 

allocation targets

•	Third-party custodian and investor reporting platform

•	A commitment to training and education

•	Customized portfolio solutions are available that can 

be tailored to individual needs through separately 

managed accounts



This material is not intended to provide any tax, legal, or investment advice. Investors should always seek the advice of their advisors regarding their specific situation, 
especially with respect to IRS Code Section 1031 and the Treasury Regulations promulgated thereunder.

Investment in securities of Behringer Harvard sponsored and/or related investment programs is subject to substantial risks, and may result in the loss of principal invested. 
These programs may not be suitable for all investors. Refer to the applicable offering document, which entirely qualifies the information contained herein, for a more 
detailed discussion of risks and suitability standards in your state. To obtain an offering document, please contact Behringer Securities LP at 866.655.3600 or visit us 
online at behringerharvard.com.

The trademark, “National Income Properties Trust,” is the property of Behringer Harvard Holdings LLC. All other trademarks and logos used in this material are the 
property of their respective owners.

IMPORTANT RISK FACTORS TO CONSIDER

There can be no assurance the investment objectives described herein will be achieved. This investment is subject to substantial risks. These risks include: absence of a 
public market for these securities; limited operating history and lack of substantial assets of the managers and trustees; limited transferability and lack of liquidity; no 
assurance of when distributions will be made or that any particular rate of distribution will be maintained; no assurance that the disposition of property will be made to 
allow the applicable trust to repay outstanding indebtedness; investors have limited control and lack legal title to the property; reliance on the Fund’s Managing Trustee; 
payment of significant fees to the manager and its affiliates; limited powers of the manager with respect to the properties; potential conflicts of interest; risk that a 
prospective purchase may not be consummated; risk typically associated with real estate and real estate-related debt securities; inability of a tenant in a single-tenant 
property to pay rent or otherwise comply with its obligations; risks related to retaining tenants and/or re-leasing properties; risk that the Fund’s operating results will be 
adversely affected by economic and regulatory changes; risk that program securities will not be treated as interests in real estate for tax purposes; risk that the closing of 
a purchase may be delayed and may not satisfy the timeliness requirements of IRS Code Section 1031; and risk the program will not achieve all of its objectives if it does 
not fully complete its current securities offering. These risks may impact Behringer Harvard Net Lease Advisors, LLC’s financial condition, operating results, returns to its 
investors, and ability to make distributions as stated in the Confidential Private Placement Memorandum.

Forward-looking Statements

This material contains forward-looking statements relating to the business and financial outlook of Behringer Harvard Net Lease Advisors, LLC and investment programs 
sponsored by it that are based on our current expectations, estimates, forecasts, and projections and are not guarantees of future performance.  Forward-looking 
statements can generally be identified by the use of forward-looking terminology, such as “may,” “anticipate,” “expect,” “intend,” “plan,” “believe,” “seek,” 
“estimate,” “would,” “could,” “should,” and variations of these words and similar expressions. Actual results may differ materially from those expressed in these 
forward-looking statements, and you should not place undue reliance on any such statements. A number of important factors could cause actual results to differ 
materially from the forward-looking statements contained in this material. Such factors include those described in the Risk Factors sections of the applicable Confidential 
Private Placement Memorandum. Forward-looking statements in this material speak only as of the date on which such statements were made, and we undertake no 
obligation to update any such statements that may become untrue because of subsequent events.

NEITHER THE ATTORNEY GENERAL OF THE STATE OF NEW YORK NOR ANY OTHER STATE SECURITIES REGULATOR HAS PASSED ON OR ENDORSED THE MERITS 
OF ANY OFFERING OF BEHRINGER HARVARD SPONSORED AND/OR RELATED INVESTMENT PROGRAM SECURITIES. ANY REPRESENTATION TO THE CONTRARY IS A 
CRIMINAL OFFENSE.

Securities of real estate investment programs sponsored by Behringer Harvard Net Lease Advisors, LLC are offered by Behringer Securities LP, an affiliated entity, as dealer 
manager. This material has been prepared by Behringer Securities LP on behalf of the issuer.
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