
 
Commercial & Multi-Family Financing Commentary - June 2010 

 
Life Company Financing: 
* Most life companies are behind on their budgeted commercial mortgage allocations due to the lack of refinance and acquisition activity combined with conservative 
underwriting and the resurgence of the conduit market. 
* The majority appeared to be more willing to break some underwriting rules at the beginning of the 2nd quarter due to the lack of supply of makeable deals that fit their 
criteria.  However, the European debt crisis and the recent lackluster job growth reports resulted in some taking a few steps back. 
* Approximately 70% of the pack prefer loan sizes of $3-$10MM.   Less than 10 are able to quote loan amounts above $20MM without the need to participate with another 
lender. 
* Low leverage (less than 50%) fixed rates on fully amortized loans for class A properties with credit tenants are currently being quoted as low as 4.5% for 10 year terms. 
* Life company internal valuations have generally followed the market cap rate compression of 50-100 bps over the past 6 months.   Maximum LTV’s of 65-70% have 
remained relatively unchanged since the beginning of the year. 
* The number 1 preferred property type  for most life companies is quality multifamily and some will stretch to 75% LTV / lower DCR levels to win market share.  

CMBS: 
* JP Morgan Chase is currently in the process of securitizing a loan pool of approximately 36 loans encumbering 96 properties totaling 716MM. 
* Goldman Sachs is teaming up with Citigroup and Merrill Lynch on a +/- $900MM pool.  This securitization will follow JP Morgan’s by around 30 days. 
* Rates for 10-year terms at 75% maximum LTV range from 5.75-6.50%.   Property quality and location generally must be “B+” or better. 
* The initial reception of JP Morgan’s pool is rumored to be strong with 85% of the pool designated as the senior tranche priced at swaps plus 140 bps. 
* In the event the pool lead by Goldman Sachs is successfully securitized after JP Morgan’s pool, the overall conduit market should gain momentum, lending criteria should 
loosen up and more conduits will enter the market. 
* Proceeds are usually constrained by the  minimum required debt yield  (underwritten net cash flow divided by the loan amount) of  10-11%.  

Multi-family Financing: 
* The gap between what Freddie Mac and Fannie Mae can offer on rate and proceeds compared to life companies has narrowed significantly since the beginning of the year. 
* Life companies continue to aggressively pursue MF loans as their number 1 preferred mortgage investment.  They’re eager to diversify into more apartment loans because 
they’ve lost market share to the agencies and conduits over the past decade. 
* Several life companies are quoting rates that match what the agencies are offering.   

Servicing / Delinquency News: 
* Life companies are requiring increased surveillance in the form of better monitoring and reporting requirements as well as strategic planning assistance from their loan 
servicers. 
* Current CMBS default rate at 7.24% (30 days + delinquent or REO) 
* ACLI (American Council of Life Insurers) reports life company loan delinquency of only .31% (60 days + delinquent) 
* FNMA delinquency at .79% and Freddie Mac .24% (both 60 + days delinquent) 
Bank and thrifts at 4.24% delinquent (90+ days) 
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