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Dear Investor,

The purpose of Terra Income Fund 6 (“Terra 6” for short) is to 
provide you income by using your capital to make loans we 
believe are well-secured by commercial real estate. Investing 
in Terra 6 may provide you the opportunity to boost your fixed 
income portfolio without subjecting more of your principal to 
the fluctuations of trading markets.

Terra 6 expects to pool investors’ capital, make loans 
secured by commercial real estate on attractive terms,  
hold those loans until they mature and then distribute  
principal back to investors. In the meantime, interest received 
from our borrowers will be used to fund our operating costs 
and pay monthly distributions to our investors.

While Terra 6 may purchase a loan from others if an exceptional 
opportunity appears, our manager originated almost all 
the loans in its prior funds and has suffered no monetary 
defaults, foreclosures or losses. While those past results are no 
guarantee of future performance, we expect most if not all the 
loans held by Terra 6 will be originated by our manager rather 
than purchased in the open market.

Terra 6 will pool investors’ capital to make first mortgage and 
other loans on properties that are similar to those securing the 
loans made by prior Terra funds — including apartments, office 
buildings, hotels and warehouses.

THIS IS NEITHER AN OFFER TO SELL NOR A SOLICITATION OF AN OFFER TO BUY THE SECURITIES DESCRIBED HEREIN.  AN OFFERING IS MADE ONLY BY A PROSPECTUS.  
THIS LITERATURE MUST BE PRECEDED OR ACCOMPANIED BY A CURRENT PROSPECTUS. AS SUCH, A COPY OF THE CURRENT PROSPECTUS MUST BE MADE 
AVAILABLE TO YOU IN CONNECTION WITH THIS OFFERING. BEFORE YOU MAKE AN INVESTMENT IN THIS OFFERING, YOU SHOULD READ AND CAREFULLY REVIEW 
THE CURRENT PROSPECTUS IN ORDER TO UNDERSTAND FULLY ALL OF THE IMPLICATIONS INCLUDING THE RISKS, CHARGES AND EXPENSES OF THE OFFERING OF 
SECURITIES TO WHICH IT RELATES. No Offering is made except by a prospectus filed with the Department of Law of the State of New York. Neither the Attorney-
General of the State of New York nor any other state or federal regulator has passed on or endorsed the merits of this offering or these securities or confirmed the 
adequacy or accuracy of the prospectus. Any representation to the contrary is unlawful. All information contained in this material is qualified in its entirety by the 
terms of the current prospectus. The achievement of any goals is not guaranteed.

Terra Capital Markets (Member FINRA/SIPC) is the dealer manager for Terra Income Fund 6, Inc., which is a business development company (BDC).

An investment in Terra 6 is speculative and involves a high degree of risk.

An investment in Terra 6 is subject to significant fees and charges. 

We invest in securities that are rated below investment grade by rating agencies or that would be rated below investment grade if they were rated. Below investment 
grade securities, which are often referred to as “junk,” have predominantly speculative characteristics with respect to the issuer’s capacity to pay interest and repay 
principal. They may also be difficult to value and illiquid.

We do not intend to list our shares on any national securities exchange during or for a significant time after the end of the offering, and we do not expect a secondary 
market in the shares to develop. An investment in our shares is not suitable for you if you need access to the money you invest. If you are able to sell your shares, 
you will likely receive less than your purchase price.  

Our distributions may constitute a return of capital and reduce the amount of capital available to us for investment. Distributions funded from a return of capital are 
not funded from our net profit. Any profits returned to stockholders through distributions will be distributed after payment of fees and expenses. To date, a significant 
portion of distributions have constituted a return of capital. 

This is a ‘‘best efforts’’ offering, and if we are unable to raise substantial funds, we will be limited in the number and type of investments we may make, and the 
value of your investment in us may be reduced in the event our assets under-perform. Because our dealer manager is one of our affiliates, you will not have the 
benefit of an independent due diligence review of us, which is customarily performed in firm commitment offerings; the absence of an independent due diligence 
review increases the risks and uncertainty you face as a stockholder. Our board of directors may change our operating policies, objectives or strategies without prior 
notice or stockholder approval, the effects of which may be adverse. There may be conflicts of interest related to obligations our advisor has to our affiliates and to 
other clients.

Economic activity in the United States was adversely impacted by the global financial crisis of 2008 and has yet to fully recover. These conditions may make it 
more difficult for us to achieve our investment objectives. Our ability to achieve our investment objectives depends on Terra Income Advisors’ ability to manage and 
support our investment process. If our advisor were to lose any members of its senior management team, our ability to achieve our investment objectives could be 
significantly harmed. If we overestimate the value or income-producing ability or incorrectly price the risks of our investments, we may experience losses.

As a public company, we are subject to regulations not applicable to private companies, such as provisions of the Sarbanes-Oxley Act. Efforts to comply with such 
regulations will involve significant expenditures, and non-compliance with such regulations may adversely affect us. Prior to raising significant capital, we may be 
required to keep a significant portion of our offering proceeds in cash and cash items (including receivables) and U.S. government securities to enable us to acquire 
assets that meet our desired investment profile and to meet certain RIC qualification requirements. As a result, until we have raised substantial capital, your return 
may be lower due to the lower rates available on cash and cash items and U.S. government securities. Foreclosures create additional ownership risks that could 
adversely impact our returns on mortgage investments. Delays in liquidating defaulted mortgage loans could reduce our investment returns. You may have current 
tax liability on distributions you elect to reinvest in our common stock but would not receive cash from such distributions to pay such tax liability.

We intend to qualify as a RIC for federal income tax purposes but may fail to do so. Such failure would subject us to federal income tax on our taxable income (which 
would not be reduced by dividends we distribute), which would have a material adverse effect on our financial performance.



The Opportunity
High demand to replace maturing real estate loans, combined with 
limited supply, is on track to create a void of hundreds of billions of 
dollars over the next several years — a void that must be filled by 
new sources of capital.
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To avoid tying your capital up longer than necessary to obtain 
high rates, most loans made by Terra 6 will have maturities 
of five years or less. We expect to return investors’ principal 
approximately five years after our offering is completed.  
Indeed, the only loans with maturities more than five years out 
into the future will be loans we believe are readily sellable. As 
an alternative to waiting for our loans to mature, we will not rule 
out an IPO or sale of Terra 6 if that would provide additional 
return to investors, but those are not dependable events.

Investors will accrue income from the day their investment is 
admitted into Terra 6, and distributions will be paid monthly. 
The distributions cannot be guaranteed.

In the next few pages, we will describe the aspects of Terra 6 
we believe you will find important, but we encourage you 
to read the prospectus and consider the significant costs 
of creating this new business before investing. If you have 
questions, please call your financial advisor or send us an 
email: info@terrafund6.com.

 

Sincerely,

Steve Hamrick
President 
Terra Income Fund 6

Simon Mildé
Chairman
Terra Capital Partners

Bruce Batkin
Chief Executive Officer
Terra Capital Partners

2
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While demand is up... 
The volume of new commercial real estate mortgages was at record levels in 2005 through 
2007 with the majority made up of ten year loans, creating a wall of maturities from 2015 to 
2017. When they mature, these loans must be paid off and most commonly they are replaced 
with new loans. Nearly 60% of the entire CMBS public conduit universe will mature in the next 
three years, more than double the amount that matured over the last three years. This high 
demand to replace maturing real estate loans, combined with limited supply, is on track to 
create a void of hundreds of billions of dollars over the next several years — a void that must 
be filled by new sources of capital.

Scheduled Commercial Real Estate Mortgage Loan Maturities
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Loan supply is down… 
Several years ago, regulated commercial real estate lenders including banks substantially 
reduced the number of new mortgages they were supplying. We believe many did so 
because they had suffered losses in the value of the assets they were holding and were at 
risk of having insufficient equity to meet their regulatory requirements. The supply of new 
mortgage loans has yet to fully recover.  

During this same time, the securitizations that had come to provide the funding for about 
half of U.S. commercial mortgages also scaled back and also have failed to recover, as shown 
in the chart below. 

Add to this current lending practices that are more restrictive than prior to the economic 
crisis (despite the recovery in real estate fundamentals), and we now have a period during 
which commercial loan supply is scarce. But what about demand?

A reason to make loans secured by commercial real estate now
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We intend to originate and manage loans secured by commercial 
properties in the United States, including first mortgage loans and 
subordinated or “mezzanine” loans.

Types of Loans

Seizing the opportunity
We believe well-capitalized investors with expertise and access to quality borrowers will 
have significant opportunities to originate new loans. 

We see two primary drivers creating the favorable opportunities for providing commercial 
real estate loans: (1) the limited amount of credit available to borrowers from traditional 
lending sources, and (2) an increasing number of commercial real estate loan maturities. 
Specifically:

•  The availability of mortgage financing is down significantly and currently banks 
are constrained by regulatory requirements. 

• An unprecedented amount of commercial real estate debt is set to mature  
 through 2017, much of which was originated at the peak of the past market cycle. 

• There is a shortfall between the amount of maturing debt and the amount of  
 new first mortgage debt available.

The existing scarcity of financing — which exists for reasons we believe often relate more to 
the circumstances of the traditional bank lenders than to the borrowers or their properties 
— provides Terra 6, as an alternative lender, with an immediate opportunity to augment 
loans provided by traditional lenders. Today, loans can be made for a smaller percentage of 
a property’s value, with increased safety from bigger downpayments.

For the next several years, we believe we will be able to originate prudent loans, secured by 
quality real estate, while locking in interest rates higher than those currently available from 
most fixed income investments.

With respect to commercial lending, in Terra’s view, the risk is down, our interest rates are 
already high, and there has never been a better time to be a lender.

An unprecedented amount of commercial real estate debt is set to 
mature through 2017, much of which was originated at the peak of the 

past market cycle.
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Terra 6 will not own home mortgages
Mortgage loans on commercial real estate most 
commonly mature in less than ten years. Five years 
is common. So unlike home mortgages, they must 
be paid off or, more likely, replaced every few years 
— whether or not the property is sold. When banks 
reduced — and some eliminated — their issuance of 
new commercial mortgages, the scarcity that resulted 
was a crisis for owners of commercial property with 
looming mortgage maturities. Often, in our view, their 
difficulty obtaining new financing resulted not from 
any problems with the property or the borrower, but 
because financial strains at regulated banks limited 
their loan capacity. There’s been a shortage of 
commercial real estate loans and it continues.

Commercial property borrowers are particularly 
dependent on banks because government agencies 
do not guarantee or purchase mortgages on 
most commercial property types as they do with 
home loans. The government does not support or 
participate in the commercial mortgage market as 
it does the single family home business, and rates 
on commercial property loans can be substantially 
higher than home loan rates.

The loans that Terra 6 makes will include 
first mortgages and “mezzanine” loans. This 
latter category has constituted the majority 
of Terra’s lending activity over its history. Like 
the mezzanine in a theater, which sits between 
the orchestra and balcony, mezzanine loans 
are junior to the first mortgage and senior to 
the property owner’s equity. When a property 
is sold, the first mortgage is paid off first, then 
the mezzanine loan is paid in full, and finally 
the property’s owner gets the remaining sales 
proceeds. The owner receives nothing unless 
and until the mezzanine lender is paid in full. This 
is true whether the owner is an individual, a REIT 
or a business.

Terra 6 will focus primarily on $3 million to $20 
million loans we expect to be repaid within one 
to five years. We will invest generally in loans that 
do not exceed 80% of a property’s current value. 
That’s important because the property owner’s 
equity protects our loan. When a property 
is sold, our loan will be paid in full before the 
property owner receives any proceeds. Unless in 
the judgment of our manager market conditions 
warrant earlier disposition, we expect to hold our 
loans to maturity.

Terra 6 makes loans

A capital stack depicts elements commonly 
used to pay for a commercial property in 
their order of seniority. This illustration is for a 
property valued at $100 million.

$25 
million

$10
million

$65 
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65%
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10%

Rates on commercial property loans 
can be substantially higher than home 

loan rates.

Sources: 
Deutsche Bank – The Future Refinancing Crisis in 
Commercial Real Estate.
Terra Capital Partners – Market Experience 2007-2017
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The Business Development Company or “BDC” 
form of business organization was created by 
Congress’s amending the Investment Company 
Act of 1940 (sometimes referred to as the “mutual 
fund act”). BDCs are SEC-registered investment 
funds, answer to an independent board of directors 
and, according to Forbes, “represent a transparent 
portfolio of loans.” Financial information for  
Terra 6 is provided through quarterly reporting 
and is publicly available. BDCs, like REITs, must 
distribute 90% of their taxable income and incur 
little or no income tax at the fund level. In other 
words, your dividends are not meaningfully 
reduced before you receive them. BDCs have 
a long history. In fact, the president of Terra 6 
opened a non-traded BDC to investors 25 years 
ago, in 1990.

Most BDCs make loans to businesses. Terra 6’s 
loans are secured, protected, by properties that 
serve as collateral. As a result, Terra 6 must be 
paid in full before the borrower receives any 
money from a sale or re-financing of the property 
the borrower owns.

• Public filings 

• Audited reviews

• Terra 6’s manager is an  
SEC-registered advisor

REIT BDC

Valuation of Assets Not required during the offering NAV computed quarterly as required by 
the 1940 Act

Offering Price Static, usually $10 per share 
regardless of NAV

Adjusts with NAV, 1940 Act precludes 
shares being sold below NAV

Investment Advisor Not required to be SEC- or  
state-registered

Must be SEC-registered investment advisor

Transparency

While often REITs are used for making real estate loans, Terra 6 has 
chosen to be a Business Development Company, a type of business 
organization specifically designed for lending.

Our Business and Our Manager

Terra 6 is a Business Development Company
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Today’s regulatory environment has limited banks’ ability to lend 
on commercial property — despite rising demand for real estate 
financing and improved real estate fundamentals. Accordingly, 
Terra’s funds have been able to make secured loans at historically 
high rates. We believe this opportunity will continue, and only if in 
our judgment it continues will we invest your capital.

Interest Rates

Our manager Terra
Our manager is an SEC-registered investment 
advisor and a subsidiary of Terra Capital 
Partners. Terra Income Fund  6, Inc. was 
formed in 2013 and thus has a limited 
operating history. The parent company, 
Terra Capital Partners, commenced 
operations in 2002, making loans secured 
by commercial real estate. Its founders are 
real estate people, each with over 35 years 
of investment and lending experience. Bruce 
Batkin had substantial experience in senior 
real estate positions at firms including  
Merrill Lynch, Donaldson Lufkin & Jenrette 
and ABN-AMRO. Simon Mildé founded Jones 
Lang Wootton North America — now Jones 
Lang LaSalle, the second largest real estate 
services company in the world — and served 
as its chairman for 17 years. Mr. Mildé also 
founded the predecessor of Clarion Partners, 
today a successful and one of the largest real 
estate investment managers in the U.S.

When large banks are providing a senior 
mortgage loan, they may ask Terra to add 
a “mezzanine” loan because the borrower 
requires some additional financing.  
Partnering with Terra can provide a level 

of comfort to the bank, knowing that 
Terra stands ready to apply its real estate 
expertise in the event of a foreclosure or 
operating problems at the property securing 
the financing.

Senior lenders regularly bring financing 
requests to Terra and serve as a significant 
source of Terra’s flow of loan opportunities.  
We expect that to continue though there can 
be no assurance.

Since well before the most recent real estate 
crash, Terra has managed U.S. loan portfolios 
for retirement plan investors in Australia 
and for clients of U.S. investment firms. 
While it’s important to remember that past 
performance is not a guarantee of future 
results, it’s worth noting that funds managed 
by Terra have suffered no foreclosures 
or losses after originating loans on 300 
properties valued in excess of $5 billion. 
For more detailed information on Terra’s 
prior performance and guidance, please 
take a look at the offering prospectus’s Prior 
Performance section and at the Risk Factors, 
which begin on page 30.
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Looking ahead, if most interest rates rise over the next several years, rates on the real estate 
loans Terra makes may not be affected. They are already at an historically high premium over 
most interest rates, and may not increase further even if other rates rise.

Or rates may decline...
Another possibility is that interest rates or loan opportunities available to Terra 6 could 
decline if banks increase their supply of real estate loans. We doubt, however, that 
banks will increase their lending enough to significantly reduce our opportunity over the 
next couple of years. The supply of mortgage loans from banks has yet to fully recover, 
some catch-up period will be required and today regulations continue to restrict lending. 

During Terra 6’s expected life, we anticipate interest rates will rise modestly, though not 
enough to offset income you may lose while waiting to sign up for higher rates. And, of 
course, Terra 6 intends to mitigate any adverse impact of rising interest rates by holding 
loans to maturity.

“Bankers had hoped that, 
after seven years of penance 
for their part in the financial 
crisis, the end of wrenching 

overhauls forced by fierce new 
regulations might be nigh. But 
to their dismay, the regulators 

zeal is undimmed. Far from 
giving banks respite, they are 
toughening up old rules and 

devising new ones …”

The Economist

Interest rates may rise...
As you can see in the chart below, rates for the real estate loans in which Terra specializes did go 
up and down with other interest rates, including corporate bonds, several years ago. Following 
the financial crisis, however, they have followed a level course while other rates have dropped. 

We believe this happened because “mortgage factories” closed down, and real estate loans like 
those made by Terra have been in short supply. Thus, in our view, in the wake of the financial 
crisis interest rates earned on real estate mezzanine loans no longer followed other interest 
rates and instead came to reflect simply the lack of supply of a particular type of loan that is 
required regularly by some borrowers.

Interest rates will change over the next five years
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Like Terra’s prior funds, Terra 6 will utilize the 
continuing short supply to make loans that 
provide income paid by the borrowers, all of 
whom fully secure their loans with commercial 
real estate properties valued in excess of the 
debt placed on them.

In summary, we believe our current lending 
opportunity will exist for as long as Terra 6 will 
be making loans. Please note, however, that 
should conditions deteriorate, or if we would 
have to take risk we consider imprudent in 
order to get high rates, we will stop making 
loans and return principal to our investors. 
Terra did stop making loans once before — in 
2007 — which is one reason Terra Funds have 
not suffered a loss. That past performance 
does not guarantee future results.

If you have questions concerning Terra 6, we 
invite you to contact your Financial Advisor or 
email us at info@terrafund6.com.
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