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Consumer is Doing Ok



Negative Credit Cycles Take Time

“This is a really disturbing cool chart. The prior CRE cycle low NPL % of 0.58% happened in 2006 Q2 
- this is the white series. The pink series is the current cycle, and we see the low NPL % was 2022 Q3 
and was a remarkably similar 0.54%. The x-axis is the number of quarters from the start date of 
each cycle with the white NPL % peak seventeen quarters after the start ending 2010 Q3. Yes, that 
long of a time frame.”
 - Bill Moreland, BankRegData

Banks have plenty of capital to manage a negative credit cycle, but making decisions on credits while 
trying to manage earnings quarter-to-quarter is a tough balancing act for public banks. If your first 
loss is your best loss, banks may end up ruining future quarters to protect the current one.



Disaster Loans are a Disaster 

“The Small Business Administration provided $390 billion in Covid disaster loans to 
nearly four million small businesses and nonprofits during the pandemic. The loans 

provided a lifeline for many small businesses. For some borrowers who have defaulted 
on their loan payments, the bill is now coming due—and it is larger than they expected.

The SBA has referred 860,000 delinquent Covid disaster loans totaling more than $59 
billion to the Treasury Department for collection. Some borrowers say their businesses 

are still struggling or have closed their doors, while others say they inadvertently missed 
loan payments, or never intended to repay their debts.

The SBA said that it is currently servicing about 2.2 million Covid disaster loans 
outstanding and that it has charged off roughly 20% of its $390 billion Covid disaster-

loan portfolio.” 
 - WSJ, 5/2/2024

• Credit card charge-off rates are 4-5% in perspective.  
• Truist is close in size to EIDL ($404BB in assets) – 75 basis points of net charge-offs

• EIDL terms highly favorable (3.75% fixed for 30 years, 30 month initial deferment)
• Could this be a Minsky moment for CRE & C&I?    



Arbor’s Multi-family Stress

• Largely floating rate multi-family bridge loans

• Borrowers in 2021 / 2022 paid a 75-basis point premium (2.50 – 2.75% over SOFR) 
to get up to 85% leverage (versus 70-75% for banks)

• Above is how the DSCR in their 6 CLOs have declined as rates have risen



Alliant Expands into Small Balance
Chicago-based Alliant Credit Union, one of the largest credit unions in the nation, has 
launched SBL Edge, a lending platform designed for small-balance commercial real 

estate borrowers in the multifamily, manufactured housing and self-storage sectors.

“SBL Edge was designed based on our team’s deep understanding of the unique 
challenges and opportunities within the small balance commercial real estate market,” 
said Charles Krawitz, Head of Commercial Real Estate Lending. “We have meticulously 

crafted a program that addresses the needs of borrowers seeking loans between $2 
million and $7.5 million.”

Through SBL Edge, owners of stabilized properties can refinance existing loans or fund 
acquisitions by working with an experienced lender that offers a competitive lending 

option designed to fuel success. Krawitz is joined by former LaSalle Bank colleagues 
Peter Margolin, Jennyfer O’Neil, and Sharon Mau, along with Namita Tayal, formerly with 

ABN AMRO, in launching SBL Edge.



CRE Top-Line Fundamentals are Strong

• Source: Costar, Goldman Sachs
• While central business district offices are among the worst performing subtypes of CRE, 

recently constructed offices with LEED certification are among the best performing 
subtypes



Tampa Trade



Higher Losses Given Default?



When Office Loans Go Bad 

• 216 W. Jackson, Chicago, IL
• Loan originated for $16.5MM in 10/2013 with a maturity 10/23
• Older, downtown office building (216 W. Jackson, Chicago, IL) 

located near the Willis Tower (185K SF)
• Loan balance of $14.4MM
• Property sold for less than $2.6MM – an 18% recovery rate



When Office Loans Go Bad 

• 5550 Britton Parkway, Hilliard, OH (Columbus MSA)
• Acquired in 2009 for $35MM (existing loan balance of $29MM)
• 226K SF suburban class-A office building constructed in 2006
• Occupied by BMW Financial until late 2022
• Purchased by the Noor Islamic Cultural Center earlier this year 

for approximately $7.2MM; a 25% recovery or a loss of nearly 
$22MM



CLO Loan Performance



Prudent Workout Guidance 



CMBS Special Servicing Rate Climbs to highest levels since COVID


