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Goldman unit takes shine to inner city

to meet return hurdles,” says Ms. Glen, who has led

Invests to make both a differencev!G since 2004. “We use all our own capital.”

and a profit; some losers.

BY AMANDA FUNG

asualwear—shirts without ties for men,
brightly hued blouses for women—isn't
tandard at Goldman Sachs, and neither
are Monday pop quizzes on the intricacies
of municipal zoning rules.
Except in a small corner at the firm's 85 Broad St.
headquarters, where a team of 14 is doing seme
thing very un-Goldmanlike.
“My crew is unique,” says Alicia Glen, the head of
Goldman Sachs Urban Investment Group. “We put
capital to work to make a difference: to transform
entire city blocks.”
UIG is taking equity stakes in inner-city housing
developments at a time when other sources of
funds for such projects have all but vanished.
Following Goldman's clutch conversion to a bank
holding company last year, UIG also recently began
to provide loans to developers.
To date, the nine-year-old group has invested $750
million in projects from Los Angeles to New York
City, where it has been involved in 22 projects in
neighborhoods including Harlem and Bedford
Stuyvesant in Brooklyn. The New York projects
comprise more than 3,100 dwelling units, 64% of
which are affordable housing, and some of which
are still under construction.

Going all-out, but not going for broke
Nevertheless, the group has strict financial targets.

Among those hurdles: Equity investments in
market-rate residential projects are expected to
generate a minimum return of 20%, and invest

ments in affordable housing are expected to yield
10% to 12% returns.

To meet these goals, Goldman hires experts well

versed in both real estate and public policy. The
original head of UIG was previously commissioner
of the city's Department of Housing Preservation
and Development. Ms. Glen is a former HPD assis
tant commissioner.

In addition, UIG staffers are expected to spend
hours analyzing projects before making financial
commitments, and to keep close track of the
projects after the decisions are made.

Even back in the good times, UIG distinguished
itself as one of the few investors that's willing to

EARLY BIRD: UIG backed the nascent Kalahari condo in Harlem.

UIG has taken its share of lumps in the market,
however. Interestingly, the biggest of those were
caused not by affordable housing, but by bets on
market-rate properties. UIG and developer The
Clarett Group recently returned Forté, a 108-unit

back local projects at very early stages—in someluxury condo in downtown Brooklyn, to its lenders.

cases, even before they win city approval. For

example, it invested in two affordable projects in
Bed-Stuy worth $65 million.

“They put in cash before you close on land,” says
Carlton Brown, chief operating officer at Full Spec

trum, a developer that worked with UIG and L+M

Equity to develop The Kalahari, a 249-unit,

mixed-income green condo in Harlem. “No one
does these deals in these communities.”

Backing from UIG brings more to projects than
money.

“The Goldman brand helps,” says Meredith

Marshall, managing partner at BRP Development,
which is working on four residential buildings with

UIG, including the two in Bed-Stuy. “It gives us

“We are not a charitable business. We are expected added credibility.”

Goldman had a 75% equity stake in the $85 million
building, sources say.

“The market turned,” says Ms. Glen. “We lost all of
our equity—something that has never happened in
any of our New York deals.”

Down by the sea

The economy has also stalled UIG's plans for the
93-acre Arverne site in Far Rockaway, Queens, one
of the largest pieces of underdeveloped land in the
city. Along with two local developers, UIG intends
to create 1,700 units of housing, 400,000 square
feet of retail space and a school. A lack of construc
tion financing is expected to delay the start of the
first phase until early 2012, much later than UIG
had hoped.



