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Underlying Concerns of 

CMBS

ÁDefault on commercial mortgages climbing to records, 

putting pressure on property owners and lenders to 

restructure their loans

ÁOver 11% of $536 billion CMBS loans are expected to 

be at least 60 days past due by year's end

Á$70 billion in loans are in the hands of special servicers 

in default or imminent default

ÁServicers have restructured about $13.7 billion of those 

loans

ÁEmerging restructuring strategy-cutting mortgages into 

good and bad pieces



A Changed CMBS Market

ÁProjected loss on all CMBS issued in the U.S. in 2007 is 

10% according to Fitch (<1% before bubble)

ÁRoughly $700 billion CMBS outstanding, more than 

securitized credit-card, student and car loan debt 

combined

ÁHistorically investors have lost on average 37% on 

CMBS when foreclosed; Today the loss severity rate is 

57% an all-time high



CMBS Delinquency Rates

CMBS Delinquency rates: Industrial 5.34%, Hotel 18.45%, 

Retail 6.86%, Office 5.81%, Multifamily 13.34%



Increasing Delinquency 

Rate

Seven of the last eight months, the rate of increase in 

delinquencies has been between 37-49 bps



Delinquent Loans

Delinquency level of 8.42% is once again the highest in 

CMBS history, more than tripling from last year



Delinquencies Over the 

Past Year

In May, the percentage of loans 30+ days delinquent, in 

foreclosure, REO, or non-performing jumped 40 bps



Historical Delinquency 

Rates by Property Type



CMBS Loan Maturities



Loan Maturities



Debt Relief



Cumulative Loss on 

CMBS

Cumulative loss on CMBS: Industrial 44%, Hotel 41%, Retail 

37%, Office 36%, Multifamily 33%



The Dried Up CMBS

Market



Delinquencies Putting 

Pressure on Banks

ÁSpiking delinquencies in CMBS could cause bank 

failures to increase 30% in 2010

ÁñHalf of all commercial real estate loans will be 

underwater by the end of 2010ò - Elizabeth Warren, 

Chairperson of the Congressional Oversight Panel 

(COP)

ÁTrepp forecasts 200 bank failures in 2010 after 140 in 

2009 and 25 in 2008. Could total $170 billion in assets



Delinquency Status



CMBS Spreads




