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Consumer is Doing Ok
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“This is a really disturbirg 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.
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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?
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Arbor’s Multi-family Stress

ARCLO ARCLO ARCLO ARCLO ARCLO ARCLO
Weighted avg NOI DSCR 2021-FL1 2021-F1L2 2021-F13 2021-Fl4 2022-F11 2022-A12
Apr-2021 1.18x
Jul-2021 1.54x l4ax
Oct-2021 130x 1.68x 147x
Jan-2022 1.39x 1.55x 162x 1.39x 1.39x
Apr-2022 1.33x 1.46x 153x 135x 134x 130x
Jul-2022 122x 1.42x 145x 122x 1.14x 110x
Oct-2022 1.01x 1.12x 1.35x 0.93x 0.88x 0.93x
Jan-2023 0.82x 0.76x 1.05x 0.72x 0.64x 0.76x
Apr-2023 091x 0.72x 0.90x 0.79x 0.82x 0.84x
Jul-2023 0.75% 0.67x 0.78x 0.68x 0.76x 0.78x
Oct-2023 0.66x 0.59x 0.64x 057x 0.62x 0.64x
Jan-2024 0.61x 0.61x 0.59x 0.61x 0.56x 0.60x
Apr-2024 0.63x 0.59x 0.56x 0.57x 0.56x 0.61x
q/q change 3% -3% -4% -5% -1% 1%

Figure 5 — Viceroy Analysis

 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
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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.
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CRE Top-Line Fundamentals are Strong

Market cap rate Sales price PSF Occupancy Rent per square foot | Rental income growth
Property subtype Broad property type -
Change since 2022Q4 | Change since 2022Q4 | 2024Q1 2Q4 Change since 2022Q4 | Change since 202204

1 |Logistics Industrial 07% -08% | 92%  96% 9% [ | 300% | 24.8%

.
2 |LEED certified Class A office office 0.8% [:' 134%| 78%  72% B s | 03% [§ 8.7%
3 |Business travel hotel Hotel 0.3% i 11e%| ee%  83% g 31% | 34% | T 8.4%
4 |Warehouse Industrial 0.7% 07% | 94%  96% [] 8% | 82% | | 5.2%
5 |DataCenter Otner 07% | 22% | 9%  97% ] 17% | a3% | I 6.2%
6 |PowerCenter Retail 00% ] 30% | 98%  96% i 0.1% [ 9% | & 5.0%
7 Grocery-anchored Retail Retail 0.1% 10% | 97%  97% | 01% || a8% | 5.0%
8 | Strip Center Retail 0.0% 1 35% | 96% 96% ; 0.1% || 42% || 43%
9 |Luxury resort hotel Hotel 0.1% | 2a8%| 7% 70% i 18% | 15% |§ 4.1%
10 Regional Mall Retail 0.1% ] 30% | o1%  91% § 02% || 32% | § 35%
11 GardeniLow Rise Apartment Multtamily 09% 30% | o5% 9% I 06% || 30% | § 24%
12 Medical office office 0.3% B | 158%| 92%  92% I -0.4% 24% 1.9%
13 Economy hotel Hotel 05% oo% | s  sm% [N} 23% 1.3% 13%
14 | Suburban office ofice 09% b | 81% | 88%  89% 1] 1.0% | 1.9% 0.8%
16 |High Rise Apartment Multfamily 07% F Ats%| o oen [} 20% || 28% | | 0.7%
16 |Mid Rise Apartment Multtamily 08% g oa% | 2% 9% [} 21% | 1.5% 07%
17 |CBD office office 09% [! 21%| 84%  86% [! 22% | 05% |} 20%

» 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
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Tampa Trade

An apartment complex in South Tampa's Hyde Park
neighborhood has sold for dramatically less than it did in 2022,

Lumi Hyde Park, which has 259 units, sold for $83 million or $320,463 per unit
on April 30, according to Hillsborough County property records. The seller,
Dallas-based Conti Capital, paid $115 million or $444,000 per apartment in 2023

New York-based Greystone was the buyer, according to property records.
The sale appears to be a cash transaction as a mortgage has not been filed.
Property records show that Conti assumed a $43 million loan on the property

when it closed in 2022 and increased the loan amount to $75.4 million.

Lumi was built in 2015 and sold for the first time in 2017, when it
traded for $249,150 per key. Monthly rents for a 578-square-foot
apartment at the property start at $1,643, according to Apartments.com.

Business influencer Grant Cardone, who purchased a Tarpon

Springs complex at a deep discount earlier this year, told the Tampa
Bay Business Journal that he expected thousands of multifamily
properties to trade for well below replacement cost in the coming year.

“Tbelieve we are in the biggest real estate correction in United States history,”
Cardone told the Business Journal in January. “This cycle will not involve the
single-family home like 2008 did. It will be all institutions, pension funds and
the biggest names in the world that own multifamily that were too aggressive
in the last three years. It's not a real estate crisis; it's another debt crisis with
$2.7 trillion in debt coming due in the next three years; $700 billion in 24"
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Loan Losses in April 2024 @
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255 Rockville Pike Office Rockville $33.6M $33.7M 100.48%
West Ridge Mall & Plaza Retail Topeka KS $45.8M $35.7M 77.83%
777 East 10th Street Mixed Use Los Angeles CA $26.5M $16.8M 63.67%
@ Share
Trepp

The $31 6 million 255 Rockvllle Plke [oan, vhich was the 1231 remaining lnan behing the CMLT 2008-1S1 desl, has resolved with a loss, as of Aprll

remittance data. The asset was sold for $5,72 mllion

The logn had @ Stotember 2017 anticipated repayment dale, and 2037 final rmaturity. The loan began amortizing when it wastLietired by its ARD.

The collateral is a vecant 145,231-square-taot office in Rocxkville, MD, & 1in 1698

shington, D.C. susurb, The property was bullt in 1972 and renow

million in

1he sole tenant had been Montgomery County, MD. The office had bezn valued at S50.15 milion in 2007. The value was cut sharply to §1¢

2022 andin July 2023 we wrote that the value was recuced 10 5101 million based on a May 2023 appraisat

Back In August 2021, we wamed CMBS investars to keep an 2ye on the (then) $34 milion 235 Rockvile Plke loan. The note had just gone 30 days
delinguent, but even more alasming was the servicer watchlist notes, ot the time indicating that the sole tenant had terminated its lease a few months

eadier

‘When the loan on the property was oniginated, Montgomery Czunty had cocupled the bullding neardy in its entirsty under an agrezment that had run

hreugh August 2022, Howeer, the county Biad an option to terminate its lease in 2021, which it exercised

Tnat year, the property's then-owner, saught the Inan's trans®er to special servicing to passibly negotiate some sort of warkout But those plang didn't pan

out. In 2022, the progarty was handex

er to a recesver, and sales efforts got underway. A buyer had been selected carly last year, but that deal foll agart
for unknown reasons. By then, the loan's special sendcer had initiated foreclosure efforts. The CMBS trust took title to the property in Octoner 2073 The

servicer had made previous efforts to sell the property at auction but came up empty.

Last month, the servicer included the offive property in an suction, and the ssset sale genersted $4.9 miflion n nel proceeds Tor the CMBS Lrust, compared

10 the apprales! value of $10.1 million I3t May. The liguidation resuited In S33 7 million In realized losses.

Servicing commentary suggests that it is very ikely that the building, which 1s vacant, will be demolished and 15 site redeveloped into multifarmdy.
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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
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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



£ CLARK STREET

C A P 1 T A L

CLO Loan Performance

CRE CLO Loan Performance
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Prudent Workout Guidance

The Statement addresses sound principles and supervisory expectations with respect to a financial
institution’s handling of loan accommodations and workouts on matters including (1) risk management,
(2) classification of loans, (3) regulatory reporting, and (4) accounting considerations, and includes updated
references to supervisory guidance.

The agencies recognize that prudent CRE loan accommodations and workouts are often in the best
interest of both the financial institution and the borrower. Accordingly, the Statement reaffirms the key
principles from the 2009 Statement: (1) financial institutions that implement prudent CRE loan
accommodation and workout arrangements after performing a comprehensive review of a borrower’s
financial condition will not be subject to criticism for engaging in these efforts, even if these arrangements
result in modified loans that have weaknesses that result in adverse classification; and (2) modified loans
to borrowers who have the ability to repay their debts according to reasonable terms will not be subject to
adverse classification solely because the value of the underlying collateral has declined to an amount that
is less than the outstanding loan balance.
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TABLE 1: SPECIAL SERVICING RATE BY PROPERTY TYPE CMBS FULL

PROPTYPE APR:24 MAR-24 FEB-24 3MO. BMO. 1YR.

Industrial 0.41% 0.41% 0.41% 041% 032% 0.39%
Ladging 740% 736% 6.87% 6.92% 703% 6.47%
Multifamaty 5.10% 2.40% 2.22% 234% @ 3.14% 301%
QOifice 10.84% 10.30% 10.04% = 9.74% 8.556%  5.39%
Mixed-Use =~ 8.25% 8.53% 840% B.18% 770% 4.15%
Retail 10.85%  9.79% 981% | 937% @ 984% 10.89%
Overall 8.11% 731% 714%  6.95% 6.80% 5.62%
Source: Trepp

TABLE 2: SPECIAL SERVICING RATE BY PROPERTY TYPE CMBS 2.0+
PROPTYPE APR-24 MAR-24 FEB-24 3MO. BMO. 1YR.

Industrial 0.31% 0.31% 031% 03%% 0.21% 022%
Lodging 7.35% 730% 6.82% 6.87% 692% 6.33%
Multifamily 5.10% 2.40% 222% 234% 3.4% 301%
Office 10.79% @ 10.24% | 9.97% 967% 831% 510%
Mixed-Use 8.41% 8.70% 856% B.33% 784% 4.19%
Retail 10.35% 9.42% 936% B8.86% 9.25% 10.26%
Overall 8.00% 7.22% 703% 6.83% 6.60% 5.39%

Source: Trepp

TABLE 3: SPECIAL SERVICING RATE BY PROPERTY TYPE CMBS 1.0

PROPTYPE APR-24 MAR-24 FEB-24 3MO. BMO. 1YR.

Industnial 8121% 8031%  79.42% 7856% 76.35% 76.39%
Lodging 2448% 2433% 24.18% 24.04% 3559% 45.38%
Mutitarmity 10.97% 10.94% & 3.56% 346% 0.00% 0.00%
Office 18.09% 20.75% 2124% 21.21% 4048% 39.27%
Retail 75.89% 5784% | 61.82% 6327% 6539% 6702%
Overall 24.86% 2155% 23.40% 24.75% 3234% 34.70%

Source: Trepp



