
Kiev Real Estate Recovery Fund (KRER) 1H 2016 Investor Update 
 

KRER continues to see attractive opportunities throughout the market in both the purchasing and 

rental segments. The renovation of our first two rental properties is now complete, and we have 

rented our apartment at Yaroslaviv Val 14V to the US Embassy (at a monthly rent of $5,500, 

well in-line with projected returns and higher than our original estimates). We are now seeing 

increased selling interest and have three apartments we expect to close on in the next two 

months.  
 

Although the market remains somewhat slow on the whole, prices have leveled off and we're 

pushing hard to source as many new assets as we can at the current price levels.  
 

The following provides a brief update on how things are progressing across our portfolio of 

assets, plus an overview of the residential real estate market here in Kiev.  We hope this provides 

a good indication of what we are seeing right now and a sense of what we expect to see in the 

next few months.  
 

Market Conditions 
 

 Sales Market 

o Buyers (including some foreign buyers) have begun to 'sniff around', but sales 

remain very slow 

o Purchase prices have leveled off - feels like we're at 'rock bottom' 

o We are seeing increased available supply that meets our strict return hurdles 

 Clearly more "A" type 'special situations' apartments on the market than 

last year (i.e. with 12%+ gross rents in premium areas) 

 "B+" apartments (which are just on the edge of our return targets) are still 

in good supply 

 We feel that we could scoop up the B+ properties at any time if a 

market correction appeared imminent 

 We continue to concentrate on exceptional yield opportunities 
 

 Rental Market 

o Higher than expected embassy & expat demand 
 Brokers have indicated that this Summer is the best in terms of rental 

demand since 2012 
o Even less competition than we thought, especially for 3 & 4 bedroom western-

style renovations 

o Rental prices have started to pick up in the large, premium segment (e.g. we 

received two attractive bids for Yaroslaviv Val, which helped us raise the ultimate 

rental rate by 10% per month) 

o Busiest rental season approaching (August & September) 
 

 Seasonality 

o We are curious to see how the rental & sales markets feel this winter as we expect 

a slowdown in activity 



o We do not foresee a substantial drop in prices barring a significant political event 

o Continued rental demand through the winter months will signal the start of higher 

purchases prices for early summer 2017.  We do not expect this. 
 
 

Property Update 
 

Yaroslav Val 14B 

 
We are very satisfied with how this renovation and rental process turned out. Our new tenant is a 

US Embassy senior diplomat and the apartment is being rented at $5,500 per month on a 4-year 

lease. The tenant is already in the apartment and we will receive our first ‘rent check’ within the 

next week.  
 

Timeline & Budget: 
 

 Received title Feb 29, 2016 and rented to the US embassy as of June 29, 2016. 

4-month turnaround including all legal, planning, design and renovation works. 

 Extensive renovation including new water and electrical systems, redesign w/ minor re-

planning, floors (heated), lighting, door refurbishments, completely new bathrooms & 

fixtures and new built in closet systems.  

 Extra “Embassy-Specific” costs of $25,000 – Heavy duty electrical grounding & 

breakers, electrical grounding for the building, emergency lighting on all floors, cleaning 

and fumigation of all common areas, lift maintenance, electrical and lift motor room 

safety/maintenance, steel safety shutters on all windows, curtains, blinds and black-out 

drapes on all windows, motion lighting for two entry doors, reinforcement of 

bedroom/saferoom doors. 

 Interior renovation cost of approximately $71,000 (or ~$282 per square meter), which 

increased to $96,000 (~$381 per square meter) to include embassy safety and security 

requirements. When all costs are included this amounts to a final 11.6% gross rental 

yield. 

 
This ‘level’ of renovation corresponds with our strategy of a complete redesign and new 

installation of base infrastructure without the ultra high-end & expensive "Armani Casa" style 

finishing. As the US Embassy stated, "we want the Toyota of renovations."  

 

Our product stands out as a premium, value added rental apartment and we are very confident 

that both the tenants and the US Embassy Housing Department are very happy.  In fact, the 

embassy has formally requested that we provide them with more of the same kinds of units in the 

future.  
 

Summary Data – Yaroslav Val 14B 
Purchase Price $450.000 $1.786/m2 

Broker & Closing Costs $13.500 3.0% 

Taxes $6.750 1.5% 

Legal Due Diligence $1.000  



CBRE Technical Due 

Diligence 
$1.500  

Renovation $96.000 $381/m2 

   
Total $568.750 $2.257/m2 

   
Annual Rent $66.000  
Gross Rental Yield 11.6%  
 

Most importantly we have started a good partnership with the US Embassy; specifically with the 

individuals in the Housing Department and on the Housing Committee.  We are confident that 

we will capitalize on these relationships going forward. With 150 foreign employees, all of 

whom are on substantial housing budgets, and an annual turnover of 50+ people per year (with 

60+ arriving in Summer 2017 alone), we expect the US Embassy & diplomatic corps to be an 

important client moving forward - especially when considering the upcoming Spring 2017 

demand. 
 
We have no doubt that the myriad benefits we receive from having the US Embassy as a tenant 

(USD rental income, stability as a counter party far and very little chance of vacancy over the 

four year term of the contract), far outweigh the extra initial costs. Moreover, the fact that the 

apartment is on the approved Embassy housing list will very likely boost the sales price by 

providing any potential buyer the opportunity to continue the relationship with the US embassy.  
 

We will continue to leverage our competitive advantages of Western design, US Embassy 

approved health, safety & security standards and “doing whatever it takes” to make the tenants 

happy.  
 

Yaro Val 14B Photos: 
 

Prorizna Street 10 
 
Renovation is complete and we are actively seeking a tenant via local brokers with a monthly 

rental target of $3500. Our higher-end renovation is unique and has been highly praised as 

‘something special’ by all who have viewed the apartment. Some of the special extras we added 

to the apartment include hardwood panel walls, central air conditioning, heated floors in the 

bathrooms & main entranceway, higher-end kitchen appliances plus a walk-in closet & en-suite 

bathroom in the master bedroom. We intend to have this unit rented by September 1st. 

 

Timeline & Budget:  

 

 Received title on October 20, 2015 and completed the renovation on July 1, 2016.  

 Complete renovation and ‘gutting’ of the apartment including tearing down all interior 

walls, floors & ceilings, a total redesign of all rooms, new parquet floors, lighting, doors, 

electrical, plumbing etc. All new bathrooms, kitchen and bedrooms and solid concrete 

slab flooring.  

 



Summary Data - Prorizna 10 

Purchase Price $165.000 $1.352/m2 

Broker & Closing Costs $5.400 3.3% 

Taxes $3.200 1.9% 

Legal Due Diligence $1.000  

CBRE Technical Due 

Diligence 
$1.500  

Architectural Planning & 

Design 
$3.660  

Renovation $113.000 $926/m2 
   

Total $292.760 $2.399/m2 

   

Annual Rent $42.000  

Gross Rental Yield 14.3%  

 

Taking our strategy to the edge and moving to a very high-end western quality renovation 

($655/psm, $820/psm including furniture) has its pluses and minuses: 

Pluses 

 Projected higher gross rental yields of ~15% vs. our target of 12% 

 Potential early 'flip' exit option as the renovation is unique & very suitable to local buyers 

o Apartment conservatively valued at $3,000/m2 (+33%) 

 

Minuses 

 Substantially higher renovation costs due to foreign materials and finishings 

 Substantial delays due to design and delivery of foreign materials & finishings 

 Delays resulted in potentially lost rent (mostly mitigated due to winter months) 

 Potentially lower upside multiple due to higher initial costs 

 

Our Conclusion: In the future, we intend to pursue our Yaro Val-style renovation of ~$300-350 

per square meter in order to increase potential rents and exit multiples. 

 

Prorizna 10 Photos: 

 

Property Pipeline 

 

Bogdana Khmelnitskovo 9 

 

Size: 61 square meters 

Purchase Price: $115.000 ($1.885/m2) 

Description: 2 bedroom, 5th floor apartment 



Renovation: ~$45.000 = $700-750/m2 

Projected Rent: $1.700-1.800 per month = ~12% 

 

This apartment is situated in one of the best locations in the center of Kiev in a Stalin-era 

building which uniquely features windows and terraces on both sides of the unit creating a very 

light and airy interior. We intend to renovate the apartment with a modern design and to generate 

rents of ~$1700 per month which would represent a 12% gross rental yield assuming up to $700 

psm renovation costs (higher renovation costs due to ‘diseconomies of scale’ for a smaller 

apartment of this size). 

 

Status: Offer made and accepted.  Expected closing:  Mid-August. 

 
 

Gonchara 32a 

 

Size: 201 square meters 

Purchase Price: $325.000 ($1.617/m2) 

Description: Top floor, 4 bedrooms, 2-story townhouse 

Renovation: ~$50.000 depending on terrace = $250/m2 

Projected Rent: $4.000/month = 12.0% 

 

The apartment is situated in the ideal Diplomat area just off Yaroslaviv Val Street, on the top 

floor of a pre-revolutionary, historical and culturally protected building. No major replanning is 

required - only minimal interior redesign work - and there is an opportunity to add a rare roof top 

terrace with amazing views. This is a duplex unit with a great layout, 2 balconies and lots of 

interior light.  

 

Status: Offer made and accepted.  Legal Due Diligence completed.  Owner in the process of 

completing cultural protection documents with which we will assist.  Purchase and Sales contract 

to be signed in mid-August. 

 
 

Gorkogo 18 

 

Size: 175 square meters 

Purchase Price: $315.000 ($1.800/m2) 

Description: Top floor, 2-story 4-bedroom townhouse with 2-car garage 

Renovation: Estimated at $70.000 = $400/m2* 

Projected Rent: $4.000/month = 12.3% 

*Base Scenario without 2nd floor 

 

This apartment is located on the top floor in a Tsar-era building in an excellent location just off 

Leva Tolstovo Square – an area which the US embassy has specifically identified where they 



would like more apartments. Interestingly, this unit includes a separate and private 2-car garage 

with automatic door (a true rarity in downtown Kiev). Interior renovations are expected to be 

relatively minor with no major re-planning required as the existing renovation is in good 

condition. There is an opportunity to add an additional 120m2 on the top floor potentially 

making this an elite 2-story townhouse. 

 

Status: Offer made and accepted.  Legal Due Diligence completed.  The goal is to close by 

September.   

 

Summary Conclusions 

 

 We are excited about our first rental to the US Embassy – great tenant, good rental yield 

 Pleased that projected rental returns are coming in at plan 

 Continue to be opportunistic in order to drive maximum upside  

 Market conditions are still very ‘buyer-friendly’ and we think we have at least another 

year to continue purchasing at current price levels 

 There is increased market activity, but will continue to be conservative on the legal due 

diligence side (e.g. title & registration documents) which will result in us continuing to 

move cautiously: 

o We have identified several very good potential purchases at highly attractive 

prices, but after comprehensive LDD we found problems with the title which 

resulted in us ‘walking away’ 

o If and when the market picks up, we will re-evaluate our purchasing criteria, but 

we do not see a market rebound any time in the nearest future. 

o With very few buyers out there and we continue to have the upper hand in 

negotiating terms 

 

 

Market Data 
 

The following market data was provided to us by Kiev Standard Real Estate Boutique, a 
local real estate advisory service, and highlights current market conditions in the Kiev 
region. Our market segment (defined as "Business Class" by the local Ukrainian 
market) includes prices in the range of $1.700 - $2.600 per square meter.  
 

Be aware that the following data is sourced from listed prices without renovation, so 
although they reflect overall market trends there will be certain discrepancies in the 
data. 
 

Apartments for Sale 1H16 

Number:  766 

Total m2:  71.122 
Average Size:  92m2 
Most Common Size:  61 – 90 



 

The below chart details the Number of Apartments for sale and the number sold from 
Jan/16 - Jun/16 in our target segment: 

 
 

Size Breakdown 

12%          < 60m2 
28%          61 – 90 
24%          91 – 120 

18%          121 – 150 

18%          > 150 
 

Number of Bedrooms Breakdown 

37%          Studio 
29%          1 
27%          2 

6%            3 

1%            4 
 

 
 

This data confirms our anecdotal experience that there is a structural shortage of 3 & 4 
bedrooms apartments. 
 

Listed Price /m2 (Not sale price) 



Minimum $1.767 
Average $2.186 
Maximum $2.599 
 
 

Average Price Trend 

Jan-16          $2.362 
Feb-16         $2.322 

Mar-16        $2.303 

Apr-16         $2.143 
May-16       $2.183 
Jun-16         $2.183 (-7%) 
 

The below chart details price dynamics for our target segment: 

 
 
 
 
 


