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HOW WE MAINTAIN OUR VALUE-ADD STRATEGY
DESPITE INFLATION AND SUPPLY CHAIN SHORTAGES

By: Scott Lebenhart, Chief Investment Officer

In the beginning of the pandemic, shortages
and supply chain issues affected many
industries including multifamily investing.
And though we were sourcing materials in
bulk, Ashcroft Capital wasn’t spared these
issues. But this was over a year ago. In
2022, these supply chain shortages, as well
as inflation issues continue to exist, but we

geared up to figure out a solution.

For our value-add strategy to be successful, we
knew our renovations could not be delayed or
changed due to supply chain shortages. We were
going to need to figure out how to successfully
source large quantities of materials such as lumber,
flooring, appliances, countertops, et cetera, while
keeping costs in line with our original budgets. We
would also need to factor in and solve for inflation.
These were major challenges that we overcame by
maintaining solid leadership, having an incredibly
strong team and being proactive.



Our Vice President
of Construction,
Keith Hughes, and
his team have been
highly motivated

to drive down costs
on our portfolio
and guarantee

our projects run
smoothly so that we
don’t experience
any issues with
shortages. Buying in bulk has helped us to take
advantage of economies of scale, which allows us to
reduce costs. And because we purchase such large
quantities at once, this also serves to keep costs
down and hedge against inflation.

For example, at the beginning of the fourth quarter,
we placed a large order of enough supplies to cover
2,500 units of anticipated renovations. We spent
approximately $3 million on these supplies, and

we paid for them up front. When we purchase our
supplies, we buy direct from the manufacturers

via a procurement specialist that we have on our
staff. The supplies are then stored in a warehouse
that we control in Dallas, Texas. While in the Dallas
warehouse, we organize the supplies into “kits.”

These kits are fitted with our value-add design in
mind. For example, we’ll create a specific kit with
flooring, cabinetry, lights, and faucets. And it’s not
one-kit-fits-any-unit. We’ll piece it out for one-
bedroom, two-bedroom, or three-bedroom units to
the exact measurement of every floorplan. We have
unique kits for both our higher class of community,
which is our “Halston” brand, and our more
economic version called, “Elliot.” Our crew will put
all the kits together in our Dallas warehouse and
then they’ll be shipped directly to our communities
around the Sunbelt, as needed.

Keep in mind, we’ve done this several times prior
to this and are continuing to maintain this process
to remain proactive. Again, this is a hedge against

inflation because
2,500-units-worth
of supplies are
expected to last us
over a year. So, we
won’t have to ride
this out. It will, at
least, be a fixed cost
for that period of
time. And because
we’re buying in
such large bulk
orders all at once, it is much cheaper than if we
were going to a local supply store and buying these
items one property at a time.

But inflation isn’t just impacting raw supplies.
We’re seeing it every time we buy groceries or

fill up our gas tanks. What’s important to note is
that not only are the cost of goods increasing, but
incomes are also increasing. Nationally, incomes
have more than doubled. Incomes have grown 6.9%
over the past 12 months compared to the 10-year
average of 3.2%.1 This average growth is what
helps support the growing rents that we’re seeing
throughout the markets that we are in and the fact
that renters can more likely afford these rents and
will likely continue to be able to do so.

In terms of cost and expenses with regard to
inflation, we are doing our best to keep the cost of
our construction projects steady. Our underwriting
conservatively assumes these costs, which gives

us room for these costs to grow over time, but still
be within our budget. The same holds true for our
expenses. We conservatively underwrite expenses.
In most cases, given Birchstone Residential’s
economy of scales in the markets and their
proficient approach to operations, expenses often
come in lower than our underwriting. We’re not
naive to the fact that inflation is real, and we are
definitely taking this into consideration by being as
proactive as possible to keep the costs and impacts
as low as possible so that we can continue to deliver
competitive returns for our investors.



Disclaimer

Ashcroft Capital LLC is not an investment adviser
or a broker-dealer and is not registered with the
U.S. Securities and Exchange Commission. The
information in the presentation should not be used
as the sole basis of any investment decisions, nor
isitintended to be used as advice with respect

to the advisability of investing in, purchasing

or selling securities, nor should it be construed

as advice designed to meet the investment

needs of any particular person or entity or any
specific investment situation. Nothing in this
presentation constitutes legal, accounting or

tax advice or individually tailored investment
advice. The recipient of this presentation assumes
responsibility for conducting its own due diligence
and assumes full responsibility of any investment
decisions.

No investor shall be permitted to invest unless
he, she or it meets the standards of an accredited
investor as outlined at 17 CFR § 230.501. The
Partnership expressly reserves the right to reject
any investor it believes is not qualified under the
appropriate exemption from registration found
at rule 506(c) of Regulation D or other exemption
or for any other reason. Investments may be
made by accredited investors only in accordance
with and following satisfactory completion of the
subscription procedures on this website following
an investor’s review of the investment’s private
placement memorandum.

The testimonials, statements, and opinions
presented herein (collectively referred to as
“Testimonials”) do not necessarily reflect the
opinions of Ashcroft Capital LLC and/or its
affiliates. Any ideas and strategies construed from
Testimonials should never be relied on and/or
used without first assessing your own personal
and financial situation, or without consulting a
financial professional.

Testimonials are applicable to the individual(s)
depicted. Results will vary and may not be
representative of the experience of others.

Unique experiences and past performance do not
guarantee future results. All Testimonials are
voluntarily provided. No person or entity was paid
for his/her/its/their Testimonials. No free products,
services, or any benefits were provided in exchange
for said Testimonials.

Ashcroft Capital LLC and/or its affiliates makes no
representations as to the accuracy, completeness,
suitability, or validity, of any information in the
Testimonials. Ashcroft is not liable for any errors,
omissions, or any losses, injuries, or damages
arising from its display or use of Testimonials.

Past performance is no guarantee of future results
and should not be relied upon as an indicator of the
Partnership’s future performance or success. An
investment in the Partnership is highly speculative
and entails a high degree of risk, including the risk
of loss of a Limited Partner’s entire investment.
There can be no assurance that the Partnership
will achieve its investment objectives or that the
Limited Partners will receive a return of their
capital.
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