
Investing in Real Estate 
Ventures and Trust Deeds



Your guide to the 
little-known world of 
trust deed investing
Trust deed investing? Consistency. Safety. Transparency. Predictability – all inher-

ent features to this quiet, intelligent form of real estate
investing.

It’s the core of the banking industry’s greatest pro�t center- lending on real 

estate, also known as trust deed investing.

Even so, for all of its advantages and rewards, trust deed investing can be a 

detail-rich undertaking, replete with risks that need to be properly managed and 

mitigated. 

Fortunately, managing these investments is precisely what 360 Capital Ventures 

does - and can do for you. That said, lets take a look at...

TRUST DEED INVESTING BASICS

So what exactly is trust deed investing? In summary, it’s an investment into a new or currently existing 

real estate loan that is secured by a piece of California residential real estate. 

This simple investment essentially involves two parties.

1. The �rst party is the borrower. The borrower—or trustor—is the party who, as the name implies, would 

like to borrow money. To qualify, the borrower must provide su�cient real estate collateral with equity, to 

place a loan against - just as you may have a mortgage loan against your primary residence. 

The borrower plays a key role in the trust deed investment formula as his or her interest payments on the 

granted loan are the source of cash �ow that makes the investment pro�table.

2. The second party is you, the lender (or bene�ciary), a role normally reserved, of course, for banks - who 

make their primary revenue from interest payments. Simply put – with you acting as the lender, you’ll 

receive that interest.

Those basics out of the way, here are eight components of making successful trust deed investments ... 



Step One: 
Understanding Equity & Collateral

At the very core of a great trust deed invest-
ment is the single most important item -- the 
value of the borrower’s residential collateral.

Quick real estate refresher: Loan-to-value ratio 
(LTV) is the ratio between a mortgage loan and 
the value of the real estate pledged as security.

Appraisals are usually done in determining LTV. 
Typically, a market comparison approach is most 
commonly used. This is where the appraiser 
assesses property value by comparing it to similar 
properties recently sold generally within a 1 mile 
radius. Prudent valuation will help insure you’ll 
have protective equity to work with if a default 
occurs.  

Appraisals

You may also look for additional forms of collat-
eral to strengthen a loan  application, including...

Other Collateral

Loan-to-value Formula

Loan Amount 
         

Property Value 

The lower the LTV, the less risk to you as the 
investor.  Look at it this way – if a borrower has a 
property worth $1,000,000 and you lend $600,000 
against it, or 60% LTV, you have a $1 million asset 
securing your $600,000 investment. Your invest-
ment is very well securitized. 

The ‘protective equity’ (in this case the $400,000 
equity) is the cushion that protects you from 
market conditions and potential non-perfor-
mance by the borrower.

• Cross-collateralization—when a trust deed is 

  recorded on multiple properties on the same 

  note.

• Personal guaranty.

• Assignment of stock, partnership or LLC 

  interests, bonds, life insurance or leases.

• Personal property secured by a

• UCC-1 Financing Statement. 

=   LTV



Step Two: 
Navigating The Downturn, Understanding 
Borrower Pro�les & Rates

The �nancial crash of 2007 wiped out all 
subprime and ALT-A lenders. But even the biggest 
and strongest banks su�ered huge losses. Conse-
quently, banks are still shying away from funding 
mortgages – even today. The disappearance of 
many lending institutions along with the reluc-
tance by the “surviving” banks to engage has left a 
huge void in the marketplace. Many strong 
borrowers and many borrowers with substantial 
equity in their properties simply cannot obtain 
�nancing anymore. Our loan products address 
that need. Our funding, however, does not come 
from Wall Street or the Federal Government. 
Instead, we work with high net worth individuals 
to lend these funds to our borrowers as a method 
of providing interest producing opportunities not 
available at traditional banking institutions. 

360 Capital Ventures’  borrowers are usually 
repeat, well-seasoned business entities or individ-
uals that are well capitalized and positioned to 
purchase & rehab below market value properties 
at foreclosure sales, from banks and other lending 
institutions, private parties, estates, probates, as 
short sales, etc. for the express purpose of resale 
for a pro�t. They buy these properties at a 
substantial discount, renovate them up in a timely 

fashion and have an excellent marketing program 
for resale - usually in a time frame of about 4-6 
months. 

These borrowers need to bridge a gap in time or 
�nancing not o�ered by traditional lenders and 
generally rely on 360 Capital Ventures’ funds to 
avoid underwriting hassles, delayed closings and 
be able to execute with speed, �exibility and 
reliability. For the quick closings and relatively 
easy access to capital, borrowers are willing to pay 
a premium since they understand they will not be 
holding the high priced loan for extended periods 
of time – as they will ‘�ip’ the property for a pro�t 
in a few months to a year depending on the size 
and scope of the project.

At 360 Capital ventures, nothing matters more to us than your trust. We seek to provide 
high-quality, lower-cost investment solutions to help you reach your investing goals.



Step Three: 
Reviewing The Borrower’s Capability
to Repay

We all know about credit history. This time  however, as the lender, you get to sit on the other side of the 
table. Now you’ll be the judge of credit. So borrowers will need to thrill you with their willingness to repay 
debt.

Their credit history, it should be obvious, will help you make sound decisions about their ability and desire 
to make payments. Negative �ndings can be red �ags. Positive �ndings can signal you to move ahead.

Checklist for Verifying A Borrower’s Credit

      What do personal credit reports say? 
FICO score, outstanding loans, amounts due,  
payment history on the loans, tax liens, civil 
suits,  judgments and  bankruptcies?

      
       Is there undisclosed debt? 
If so, the borrower may have been trying
to conceal liabilities in order to qualify.

      Judgments, liens and  lawsuits?
Any judgment, lien or pending lawsuit
where the actual or potential liability is substan-
tial should be analyzed.

      Foreclosures? 
A borrower should have a history of good credit 
after a foreclosure.

      Bankruptcy?
Bankruptcy by the borrower or a�liated  busi-
ness entity must be discharged completely. 
Generally, the bankrupt entity should demon-
strate a history of good credit following a 
bankruptcy in order to qualify  for a loan.



Step Four: 
Ascertaining The Right Due 
Diligence Answers

Prior  to funding a loan, some due diligence is 
obviously essential. Through a bit of research and  
investigation, you can greatly  increase your odds of 
success.

The following checklist should be part of your 
pre-loan due diligence:

Pre-loan Due diligence Checklist

       Get title insurance to ensure the 
property is free of other liens, encumbrances, 
and  other title issues.

       Verify that a �re insurance policy exists and 
that you’re added as a loss payee. If necessary, 
see that liability, �ood, and construction insur-
ance is in place too.

       
       Make sure the property taxes are current.

The title report should be from a nationally 
recognized title company. It should list all record-
ed matters including taxes, �nancing liens, judg-
ments, mechanic’s liens and easements.

Title insurance policies insure against the risk of 
not getting a clean title (based on information of 
record).

There are also other types of extra coverage and 
endorsements that title insurance policies 
provide, including:
 Enforceability

 Due authorization

 Forgery

 Fraud

 Usury, when applicable

Lawsuits?  Search them out at the county 
recording o�ces or through Lexis/Nexis reports.

Needless to say, a lawsuit could be a big nega-
tive. Next comes insurance.

Some additional Investigations

You As the Insurance 
Policy Loss Payee

Your job here is simple: Make sure the name of the 
insured is the same as what’s on your loan records.

Con�rm the property address/legal description, too. 
And be sure you’re named as the loss payee, addition-
ally insured and mortgagee or lien holder.

The “Evidence of Insurance” should contain a mini-
mum of 30 days written notice of cancellation and 
continuation of coverage in the event of a default—all 
of which lets you continue making insurance 
payments directly to the insurance company should 
the borrower default.



With knowledge of a company’s structure, you can verify that it is, in fact, a validly formed entity in good 
standing. With knowledge of a company’s structure, you are fully empowered to enter into a lending transac-
tion.

So what  are these ownership structures? You probably know them already—corporations (C and  S), part-
nerships, sole proprietorships and  limited liability  companies. Each comes with their own speci�c legal impli-
cations.

Lending To A Corporation

Whether you are a seasoned trust deed investor or you are considering your �rst trust deed investment, there 
are critical considerations to make in ascertaining that the investment is right for you, such as:

Before You Invest

Checklist of Review Points

       The Articles of Incorporation must be reviewed to determine the exact corporate name, corporate purpose 

and whether the corporation is perpetual or has a speci�c time period in which to conduct its business. States 

di�er in the information required to be included in the Articles and  for that reason the Articles must be read to 

determine if they are in agreement with state law and  the Bylaws. The Bylaws also provide guidelines under 

which the corporation transacts business.

        As part of your corporate review, you should get a Certi�cate  of Good Standing or equivalent from the state 

of incorporation. And prior to funding, you should also get a corporate borrowing resolution stating the loan 

amount and authorizing the company to enter into the transaction.  It should also include the person or 

persons authorized to execute the documents—you should determine if the person signing actually has the 

authority to execute your documents!

•  Does the borrower have experience with this type of property?
•  Does the borrower have adequate cash reserves to handle the property/loan?
•  Does the property have su�cient equity so that the loan is protected to your degree 
    of comfort?
•  Is the property in a location that you are comfortable with?
•  What is 360 Capital Ventures’ experience as an underwriter?
•  What is 360 Capital Ventures’ experience as a loan servicing agent?
•  If the loan were to default, can you "weather the storm"?



Step Five: 
Being First in Line

There are seven essential elements to understand regarding trust deed investments: 

Before You Invest Continued...

The primary investment risks to the investor involve a borrower's ability to repay a loan, which can be a�ected 
by:

Keeping In Mind Investment Risk

        1.  Market value and equity in the property and the security of the loan

        2.  Borrower’s �nancial standing and creditworthiness

        3.  Knowledge, experience & integrity of the Mortgage Loan Broker through whom the 

      transaction is conducted

        4.  Escrow process involving the funding of the loan or the purchase of the notes

        5.  Documents and instruments describing, evidencing, and securing the loan

        6.  Loan servicing provisions, authority and compensation

        7.  Recovering your investment when the borrower fails to pay

•  Fluctuating market conditions and real estate values

•  E�ects of recession

•  Substantial �uctuations in interest rates

•  Bankruptcy

•  Natural disasters or environmental concerns

•  E�ects of governmental legislation 

Seniority is important in trust deed liens. That’s because, should the borrower ever default, declare bank-
ruptcy or the property go into foreclosure, where you stand in that  lien line can make all the di�erence.

Lien priority is determined by the date and  time  your trust deed is recorded at the county recorder’s 
o�ce and  insured by a title insurance policy. The deed recorded �rst is considered the First Trust Deed and 
obviously o�ers greater security because it isn’t subject to senior liens against the property (with some 
exceptions, including county property taxes).

But if the trust deed is in a second or third position, pay attention to details. You’ll want to consider the 
following when lending on a 2nd or 3rd trust deed.



In your due  diligence, you’ll want to calculate 
your loan-to-value ratio by adding all the 
outstanding senior trust deed loan  amounts 
ahead of you. That, with the amount you’re 
considering loaning, let’s you see if the property is 
within your acceptable LTV ratio.

If the property is foreclosed upon and  taken to 
auction, a senior trust deed would be paid  �rst 
and  any leftover monies would be paid  to the 
junior lien holders.

A good loan is one that gets paid back as 
agreed and on time. The borrower should provide 
you with their intended strategy for paying o� the 
loan.

That strategy may contain one or more of the 
following scenarios:

A borrower needs a short-term loan to improve 
the property to get better loan terms with a tradi-
tional lender (in order to pay you o� ).

Borrowers may be buying time to boost their 
credit score. With better credit they can then  get a 
traditional loan to retire yours.

Your loan gives the borrower time  to sell a 
property and use the proceeds to pay your loan 
back.

A borrower needs quick, short- term  �nanc-
ing— something a traditional lender isn’t well suited 
to deliver—but could then  fund the loan in a few 
months and pay you o�.

The payback scenarios are endless. Your job is to 
determine their credibility before accepting them 
at face value. 

The terms of the senior loan could be pivotal 
when making a loan in a junior position.

Here’s a sampling of possible terms you might 
encounter:

Is there a prepayment penalty on the senior 
note? Negative amortization that could decrease 
your protective equity in the property?

Beyond all that, is the borrower current on their 
payments and property taxes?

You need to acquaint yourself with these 
important issues when considering a 2nd or 3rd 
trust deed position. 

SECOND:  THE TERMS OF 
THE SENIOR  TRUST DEED

FIRST:  THE AMOUNT 
OWED ON ANY SENIOR 

TRUST DEED LOANS

Step Six: 
Borrower Payo� Strategy



Let’s compare how alternative investments stack up to real estate. Direct real estate investments and 
trust deeds o�er a multitude of opportunities and are approached with di�erent philosophies. 

Direct real estate investments can o�er greater returns if you’re appetite for risk is also greater. This 
method of investing usually involves the acquisition of distressed real estate, renovation and resale of 
property. This is also known as a joint venture investment. 360 Capital Ventures focuses on analyzing a real 
estate purchase as shown in the diagram based on location, cost and cash �ow to determine if there is 
potential to renovate the property and resell for a pro�t. The pro�ts are directed tied to market �uctua-
tions in value and usually distributed amongst investors based on their level of participation. 

Trust deeds are generally meant to deliver a consistent, stable monthly stream of income. They focus 
more on the collateral, cash �ow and the borrower to ensure they are successful. They are more passive in 
nature – making it a great �xed income alternative. They also carry the security of having a protective 
equity cushion so that if the market value drops, they are protected up to a certain point. However, for that 
security, trust deed investors generally do not share in the pro�ts upon the sale of the property, but rather 
free up their capital to re-invest in another real estate investment or trust deed of choice. 

Step Seven: 
Comparing Investment Options

Liquidity
Cash Flow

Location

Cost

Liquidity

Collateral

Cash Flow

Borrower

Direct Real Estate Investment Trust Deeds

Real Estate Trust Deeds

Equity
100%

Protective
Equity
0%

Equity
100%

Protective
Equity
35%



360 Capital Ventures does not participate in stock 
market investments. Stocks generally possess a very 
high level of risk/reward. As you can see in the 
diagrams, investing in stocks is more broad in 
nature and focuses on shifting pieces such as sales 
structures, company management, debt, etc. where-
as trust deeds and real estate o�er very clear depic-
tions of the collateral securing your investment.

Perhaps the most important distinction is that you 
are �rst in line to get your principal back upon a 
payo� or sale in real estate vs behind third in line 
with stocks. Stocks also do not possess any protec-
tive equity cushion – a stock price drop of 5% 
instantly lowers your principal balance by 5%, but 
with a 35% protective equity cushion in most real 
estate investments, your principal is protected if 
that same 5% market drop happens!

Step Seven Continued: 
Comparing Investment Options

Individual Trust
Deeds

(through
360Venture)

Stocks

Load / Commission

Liquidity

Returns

Volatility

Tax Protection

Position

Protective Equity

No

Hold to maturity
(generally)

8-10% Fixed

Low

Yes, (Held in 
IRA or Pension Plan)

First

Yes (Equity cushion)

Yes

Yes

Varies

High

Yes (Held in Ira or
Pension Plan)

Third

No

Collateral

Liabilities

Collateral

Sales

Management

Product

Liquidity

Collateral

Cash Flow

Borrower

Stocks

Trust Deeds



Well, as you can see, there are a lot of steps 
involved here.

Certainly, trust deed investing can cover a broad 
sprectrum of details but it is rewarding —but 
nothing says you have to go it alone.

360 Capital Ventures, Inc. can be the One-Stop 
trust deed investing help you could really use, and  
the single resource that can spell the di�erence 
between being “nearly successful” and  “consis-
tently successful.”

First, we can act as your mentor, helping you 
manage trust deed investing yourself.

If you spot  an opportunity, for example, we can 
help  you calculate the property’s LTV, assist  with 
the paperwork, even service  the loan. We’re glad 
to help you in this capacity.

On the other hand, if you’re not particularly into 
do-it-yourself, we can do it all for you.

The professional & knowledgeable sta� at 360 
Capital Ventures provides you with an opportuni-
ty to gain from years of expertise to create a 
stable and secure monthly income.

Our goal is to generate a 7-9% annualized return, 
paid monthly.

We’ll do all the work, identify the opportunities, 
diversify  the investment (we can help  spread the 
risk by recommending a cross section of trust 
deeds in a variety of properties, in di�erent loca-
tions, with varying maturity dates), secure the 
monthly payments, perform the ongoing scrutiny 
and  see the investment through to a successful 
conclusion. 

The underlying goal of everything we do is to 
protect investor capital. 

In summary: We charge interest rates we feel 
the borrower can readily pay and  not simply  the 
highest we can legally charge — that helps in the 
delivery of consistent payments. 

Strict and unwavering underwriting guidelines 
– primarily of the value of your collateral helps to 
protect the repayment of your principal.

Step Eight: 
Enlisting The Help of 
Accomplished Professionals

We Can Help You
In Two Ways

If you’re not particulary 
into do-it-yourself, we 

can do it all for you

Protecting Capital



Disclosure
Trust deed investments are not insured by the FDIC or government agencies. The value  of property can change  over time. There is no assurance that  
appraised values  will remain the same throughout the term of the investment. Local market conditions, neighborhood values, interest  rates, real estate 
taxes, the supply and demand for properties and other factors could change  the value of a property.

Default by the borrower could interrupt monthly payments. Under  some cases, it may be necessary to foreclose or take other actions to protect the 
investment. If a borrower �les for bankruptcy, it is possible for the total amount recovered upon foreclosure to be less than the amount of your invest-
ment.

This booklet contains a general overview of trust deed investing. It’s not intended to describe or promote any speci�c loan, nor o�er investment advice 
or solicit investors.

• This booklet is neither an o�er to sell nor a solicitation of an o�er for an investment. An o�er is made by the o�ering  
   circular and material disclosure package.
• Past performance is NOT an indication of future results
• Investments in trust deeds are NOT secured by any government agency and neither are they guaranteed.
• Investments made by 360 Capital Ventures, Inc. are not liquid, not transferable, and involve risk, including the possible loss of principal.
• California Department of Real Estate License Number is 01774180.

www.360CapitalVentures.com


