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Underlying Concerns of

_

A Default on commercial mortgages climbing to records,
putting pressure on property owners and lenders to
restructure their loans

A Over 11% of $536 billion CMBS loans are expected to
be at least 60 days past due by year's end

A $70 billion in loans are in the hands of special servicers
In default or imminent default

A Servicers have restructured about $13.7 billion of those
loans

A Emerging restructuring strategy-cutting mortgages into
good and bad pieces
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A Projected loss on all CMBS issued in the U.S. in 2007 is
10% according to Fitch (<1% before bubble)

A Roughly $700 billion CMBS outstanding, more than
securitized credit-card, student and car loan debt
combined

A Historically investors have lost on average 37% on
CMBS when foreclosed; Today the loss severity rate Is
57% an all-time high

A Changed CMBS Market
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CMBS Delinguency Rates ...

CMBS Delinquency rates: Industrial 5.34%, Hotel 18.45%,
Retail 6.86%, Office 5.81%, Multifamily 13.34%

" Property Types - % 30 Days +

May-10 Apr-10 Mar-10 Feb-10 Nov-10 May-09
Industrial 5.34 5.44 5.39 4.75 3.33 1.71
Lodging 1845 17.16 1689 1565 14.09 3.15
Multifamily 1334 13.06 13.19 9.87 8.78 5.17
Office 5.81 537 4.73 4.33 3.14 1.65

Retail 6.86 6.44 6.03 574 4.78 3.14
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Increasing Delinquency ...
Rate

Seven of the last eight months, the rate of increase Iin
delinquencies has been between 37-49 bps

Increase in Delinquency Rate |

May ‘10 0.40
April 10 0.41
March ‘10 049
February ‘10 0.23
January ‘10 0.42
December ‘09 0.42
November ‘09 0.37 2

1 - Excludes Stuyvesant Town 2 - Excludes Extended Stay
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Delinquent Loans

Delinquency level of 8.42% is once again the highest in
CMBS history, more than tripling from last year

. %30+Days
May-10 8.42
Apr-10 8.02
Mar-10 7.6
Feb-10 677
Nov-09 565
May-09 2.77
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Delinguencies Over the . . .
Past Year

In May, the percentage of loans 30+ days delinquent, in
foreclosure, REO, or non-performing jumped 40 bps
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Historical Delinquency
Rates by Property Type

Historical Delinquency Rates by Property Type
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CMBS Loan Maturities

CMBS Loan Maturities
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Loan Maturities

All Cammercial Loan Maturities
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Debt Relief | How CMBS servicers split bad loans to allow borrowers to keep their properties

A bank makes a commercial If the cash flow declines, the The servicer splits the loan into The hope is that upon maturity
mortgage to a developer, then loan becomes delinguent and an'A’ note and a 'B’ note. The of the loan, if there are any
sells the loan as commercial- the "special servicer,” who property’s cash flow is only proceeds left after the "A’ note is
mortgage-backed securities, represents CMBS investors, has enough to cover debt service on paid off, some of the remaining
or CMBS. The cash flow to choose between modifying the ‘A’ note, while the *B’ note dollars would be used to pay
generated by this property the loan terms and foreclosing becomes a "hope” note and gets  down the 'B’ note.
slowly repays investors in the on the property. no payment for the loan's term.
CMBS deal.
CMES B pr
investor & ;;,_f.....: A note B’ note
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Cumulative Loss on
CMBS

Cumulative loss on CMBS: Industrial 44%, Hotel 41%, Retall
37%, Office 36%, Multifamily 33%

Taking Their Lumps

Cumulative loss on CMBS
loans by property type

Industrial
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Source; Fitch Ratings
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The Dried Up CMBS
Market

Turning the Spigots Back On
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Delinguencies Putting
Pressure on Banks

A Spiking delinquencies in CMBS could cause bank
failures to increase 30% in 2010

AfiHal f of all commercial rea
under water by t HizabethWarren,f 20
Chairperson of the Congressional Oversight Panel
(COP)

A Trepp forecasts 200 bank failures in 2010 after 140 in
2009 and 25 in 2008. Could total $170 billion in assets
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Delinguency Status

" Delinquency Status
Current 91.35
30 Days Delinquent 0.87
60 Days Delinquent 0.61
90 Days Delinquent 3.04
Performing Matured Balloon 022
Non-Performing Matured Balloon 0.54
Foreclosure 2.59
REO 0.77
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CMBS Spreads ...

CMBS SPREADS
10YR, AAA SPREAD OVER SWAPS CMBS SPREADS OVER SWAPS
woni 7,000
800 -
6,000
700
5,000
em .

500 -\/\_\/\/\/\ o
el /\x_~\w\‘%\/\\_-__'\ 3,000 -

300 2,000 gy rert
—e—56 months ago
200 - 1,000
100 A 0
; Source: Trepp AMA AA A BBB  BBB-
8/09 9/09 10v09 11/09 1209 1/10 2110 3/10 410 510 6/10 7110 8/10 Spread (bp)
Fixed Rate Avg. Week  52-wk
(Conduit) Life 8/18 Earlier Avg.
WORLDW“)E CMBS A 5.0 S+162 $+173 +228
10.0 S+308 $+335 +435
. AA 10.0 S$+2366 S+2438  +2,820
MONTHLY ISSUANCE (SBil.) F = S12901 12975 +34%
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YID YWD
Week  52-wk
41 Category 2010 2009 2009 Markit CMBX 05-1 818 Earlier __Avg.
L . US Total 39 0.6 2.7 AAA %206 896 244
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LOAN SPREADS CMBS TOTAL RETURNS
ASKING SPREADS OVER TREASURYS ASKING OFFICE SPREADS CMBS INDEX
10-year loans with 50-59% LTV ] Total Return (%)
Month Avg.  Month  Year
813 Earlier T M Life  to Date to Date
P o 7 _ 44 10 156
: 39 08 124
Retod 4 214 53 11 205
Multi-family 215 198 58 16 241
Industrial 229 214 57 1.7 30.2
Source: Trepp Source: Barclays
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