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ANNAlV EXPANDS INTO COMMERCIAl 
fulllaly Capiral I\.1anagem~nt is expanding into commerc!<J.l real r:·s(cHr: and In~; hired Kevin 

Riordan n) lead the effcHl:. Until now, d1e New '(ork-hased mortgage: real estat<? 11westment 

trusr has KKusd on residential mortgag<: .. back<:d ~ecnrities, "[Th<- <:xpansionl is consistent 
'"'irh our stratq,'y to bnild our asser managemenr pbtK)mL .. \'(-\, think there w·ill b(: atrracri,·c: 
oppo ttuniti<-s in building a. b mines~ in [the conHn ercial real estate tlxed i ncorne] a.sset dass," 

said Jay Dian1ond, managing director. 
Riordan, most recently a managing director in th<: commerci;JJ mortgage: securities gronp 

(r.an.tit;urd 011 p:tge 1;;:) 

PARTNERSHIP HASHING OUT FINANCING ON 
GM BUilDING 
A Ho:st011 Properties-led partnership is hashmg om the f!runc:ing on irs exp<?cted acquisitiun 

of the G<-neral ivforors Building in Nnv York and thwe or bnr orhc:r propertic:s from 
Maddow·e P.ropertie.s. The partnership is n:p<:crd w pay abom 52.S billion 6Jr the Givf 
Building and anodwr $1 billion tor 'Eyo Grand <:>nrnl T;)W("r, 510 ?vbdison, 540 J\.·fadiwn 

AYe:. and 125 E. 55th St. 
The partnership, w·hich indndes Goldman Sach.s and Knvraiti Investment Amhority and 

Qatari Investors, is <-xpectd ro assume a $1.3 billion finr mortgage on the G,\t Building 
{rmltinued m1 pr~f!i? J!) 

MERRill DEAl GARNERS TIGHTEST PRICING 
THIS YEAR 
A S':J48 million conduit deal from J\.ldrill Lynch W<J.s priced at swaps plus 1:30 f(n· d1e ]() .. 

yea!~ triple i\ .. r;mxl.. j()q;, subordination bonds-the tightest pricing f()r a rH?W commercial 

mortgage-lxKhxl securitie~; ckal this year. Tlw pricing Wcls nearly 40 basi~; points tighter rhan 

the last deal to be priced. 

ln an tmusu2.l nvist, Goff Strate,gk Capital acquired clll of the bonds rated B BB and 

bdov•;, including the d<?<J.l\ b-pit.u?. Although b-pieu? buyers gene1~dly ao1uin: only a dr:al\ 
non-inw:stnwnr~grad<- bonds, Hillenbrand Partners c:xecuted a similar srr;Jtegy earlier thi:; 

(rontinued on _pt~?l J .:.l) 

PUB FIRM PlOTS REIT CONVERSION 
U.K. pub company l'v1itdwlls & B11tler;;. imends to convert into a real r:-:Hcltr: inw:·smJetlt 

trust. The move v;:ill rec1uin? signiftum l"<?stmcturing of irs n:is(ing business, including 

S<?parating its operating business from its real estate holdings, and refinancing ckJn, said Tin:1 
Clarke, ~.xo. h has 11m vet ~;d a. time fram<? f(>I: d1e cmn:ersion. 

At least nvo other pub companir:~; are pLmning to cornrert to RETT S(cHus, including 

Enterpri~ lnn.s and Punch TaYems (REF I, 5/19). Enterprise, nnlih: i\·f&B and Pnnch, is 
expecred to ha'"''"' an easi<:r rim<: converting into a RElT because it~ property and operating 

tmnt£m<erl Oil }dgy f 1.! 

Check www.iirealestate.com during the week for breaking news and updates. 
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I At Press Time 
Finennan Talking To DivcoWest? 
J\hrk Finerman, who headed the commet<:.ial real estare firLJilCe group ar RBS 
Greetrwkh CapitaL is said w be in ralb w join Di-vco\X'est, a San Francisco-­

based inl7<:stmenr nBILJgernenr company. There an: also reports dnt FinernBil is 

talking to other public and pri·vate play<:ts, Finerrnan, ·who left Gwenwich bsr 
'i'>T<:k. conldn't be reached and a ~pokesman 6)r Divco\X··(:st d<:clined w comment. 

Wachovia Financing Philadelphia Hotel Deal 
\'{radwvia fhnk has fi.mdr:d a $50 millioll locm d-ut Kimpton Hotels &. 

Hestau.rants vvill usc to tum the Arch ite:cts Building in Philadelphia imo a 

bouti<:jUC hotel. 

\l';i,;c:hovia agreed (0 originclt<? the locw in }un1ary and Kimpton was abk to 

lock in pricing then, Holden lim, senior dit-e ... :tor ar Cu:shman &:. \'<:l:.1kefield 

SmuJenblkk--Goldnwn., >shich arranged the fi tw.ncing, said rbat if the deed 

was don<? today, spreads would be 100 to 200 ba~;is point~; ,,vidcr. He <kclinr:d 

ro give sp<?cifics. 

Lim said C\X?SG approached some 40 lenders and <:mld up -.,virh \X:'achovia, a 

rdarion~hip kndet~ Lim dedin<:d ro comm<:nt on leverage kvds but noted that 

Kimpton gor hiswric preservarion rax credits w tlnanv rhe project, -,vhich hdped 

lm<.•er le'-'c:tag<:. 

Kimpton wants to convert rhe building inw a 230-unir boutique dut will be 

known as The Hotel Palomar. Th<: building. once the headqoatkrs of a. local 
chapkr of The American Institute of Architects, is at 1 17 South 17th Stred in 

the Rittenhouse Squat<: section of town. 

Kimpton officials would not cornment on pricing or kverage. A spokesman ar 

\~?ac:bovL; deditJed tu U)nlHlt.nt. 

Brookfield: We're In Talks To Keep Merrill 
Brookfield Prop~rti~s is in ctctive discussion~; ,,vith lVIerriH Lynch to r:xtend its 

existing lr:ase ar Tvvo 'X'orld FinarKial Cent<?r in New )'o rk, lvfel issa. Coley, a 

spoh?swonw.n f(>I: Hmokfidd, said Brookfidd and ,\-krri!l are discw;~;illg a 

five, y<?ar extr:nsiotl on its in·-pber: lease., which \Votdd kc<?p lvkrrill in 2\VIC 

umil 2018. 

Brookfidd lu; n?portedly off~ort.d to build a :lOfH)00--s<:jUare f;)ot "trading 

pavilion"(() \VOO 1\-lerri!L },slued wbat Bmokfidd was p!atllltng in the ew?m of 

l'v·krrill's departure, Coley declined to comment. She also dedined to conHn(:nt 

on any plans Brookfidd is e;;::cuting to ke<:p ,\terrilL 

klenill is also in ralks with dn--doper Larry Silverstein to mm··e irs 
h<:adquarters to the \)/orld Ti·ade Cenr<:t sire, a spok;::sman t~x Silverst<:in 

confirmed. The porenrial deal, firsr reported in Ttw w;;dl Sm:-a}mmid, >Y(Hlld pnr 

l\-·krrill in Silw:rstein's T(m:er :\ scheduld w be completed in 2013, wh(:n 

l\-·krrill's lease expires ar Two \X··;Hld FinanciaL 

That klenill is snitfing around wwn t(H· new spav: is nnvs to no one in the 

market. The firm was dmc: to f;)rtncllizing a pLm witb Vornado Re:.dt:y Tru.st to 

mm·-e·. to th:. Hotd Pennsylvania bst yea.r, but that plan Web kilkd by massive 

write--downs by t\-·icrrill a.nd rhe dt.parture ufits former CEO Sran O'Neal. 
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~ Property Markets 
j:!! • ..,; ~-

Hawaiian Retail Deal Shopped 
A group of Asi.w Lmdlords is resting the w.1kr~ of Hawaii\ reuil 
!ILl tket with the s.<le oi eight properrie:;. The prop>:>rrie~ tor.otl 
j8(J.,Ol!O sc1uarc b:·t and include: seve:ral Safeway··,Jnchon:d 

sboppwg <:ell t<:rs atJd re:ra!l c:<:nu:r, 11<:ar re:sorb. Far!~ Le~ 

lnvestrnems .md CB Rid1ard Ellis arc hatJdling th:: ~,.;l::. 

The: prupenie:s h.t\'e' brxn shopped t~;r s::vr:r.Jl momhs but 

Ukh \\.~Jt~r, preside:nt of Faris Lr.:e, s.1id he expr:u~, ,J dc.il to b:: 

readwd in d1c ratJge of 'f::)(JO millioll. The: broken ar:: t.tkwg bleb 

un single <JSl<:t~, <J.s well as the portfolio as .1 whole. 

The: prupenie:s v;·e:re: ,Ju.:umulated over a l 0-yc.Jr .. penod br 

.. :urrenr uwner,hip, whid1 is nuw sellillg for esrare:·pl.mning 

purpos<·s. \"\hb:r~ s.tid. The brokers arc pirching rt1(· deal a:; ,HJ 

opportunity w capit,Jlil<: on national reoil<~rs cxp.mding inw 
Ha .... vaii. One r:Kwr that makes the d<:.ll .Htra(tive-assumahk 
dd>t .n Zt r,Jte oi .Hound ').) 0-·o. 

Tenants in rh<: ptoperti(·s indud<· Longs Dmgs, Roy~s 
Restaura1lt. Denn}<~. Starbucb. Subway. Cold Stone Creamery 
.1 mong others. The propnrie:; .H<· on l\·bui, Uahu. l<.<uzti ztnd the 
Big Island. 

JER Maps latin A1nerican Expansion 
].E. Robert Cotrt}Xl1li~~ is r::>;panding lnru Lnin Ame:rica. -n1e 

t\-·1d..r.:3Jl, \'a ... based itlYr:~,Un<:Jn m.m.;ger is upell ing uff~ees in S.Jo 

Paulo .utd 0..1exiu; City and h.Js bir::d Roberto Perrmli ,Jnd 

Sergio Hernandez a, the n:sprxtiYr: beads. The: p.1ir 1-vill be 

a,s::mbling: reams to itJYe~,r in the resl<knti<Jl retail, office atJd 

mdmrrial m.Hkcrs. 

Henw.ndn: ·sill hire two or thrr:<: pe:uplc f;)r .KC]l_ti·;irium as 

well a, .1 f(·w a,soci.;tc~,, an.dysf'l., .; uHltrolkr .md all .Kcount.lnr. 

ln klexico, the bnt& will mostly be on tesidenrial and ret,JiL wirb 
som<· build- w .. :;uit industri.Jl fot <:>~;porr--ori<·nt<:d m,mubctnrers. 
JER 'N,wt:; to in\T:if in joint venmr<:s ·wirh local opaztwn .wd in 
rn>:>a.min>:> dd>t. 

,:\:le~;ico':; comtrucrion finan(ing mark>:>t is liquid 6)1" hws rh.H 
.1 te ()')');·, ro 7lY'··o of the co:;r of rh<· project. Bnr rhe m.<rh·t t;)r 
existing bnildinp i& rd.ui'<·dy illi<:p1id. which make& it difficulr to 
exit pro1(·ns quiddy. A:; .1 r<:>w lt, the group <:>~;p;:;ns longer hold 

peri(><:k JER cxpe:.:ts rc, invr:-:H 'f: 150 millioll to ~L~l1U m!llicm C>\Tr 

d1c nexr fW(> to thn.-x yr:,Jrs. 

Tn Hr.tziL JER wants rc, cb n:·sidenri.d .md offi:.:c 

<:kvdopmr:·tw,. \\.·'ith f!natJ:.:Ing nwrr: av,J iL1bk. (() homd:nt}Tr·;, 

sak.s of nt.vv rc,!<:kmial pro_kcts inu·c'.lsed b:.c )(J'\; from 200'> to 

2(J()7, 1\:rrulli s.1id. Like-.wi,c, uff~ee V3Ltnc:y I":cltc, h.n:e ckneast.d 

trom 2(J0··o to 7'J_., uver the ·;.unc periud in S.JC> Pa(,lo V,J:.:anc:ie-.s in 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
BY LEHMAN BROTHERS HOLDINGS INC. 

LBHI_SEC07940_294551 0 



j Real Estate Finance & Investment l/1\'>"vV_iireal8state.com Mav 26, 200f3j 

Rio are ar 4'%. Financing ofS)C.'·i_; can b<: obtained tCH te~idenrial 
and oHicc: projecrs. althongh lending on ofl-lce project:; is ne'v'{i::!' 

and kss certain. 

''The opponunity to mak;:: parnwrships 'virh local pbyers 

right nOV{ i~ v;:;ry i nkr<:sting becaus<: dwr<" many tc:al ("St;Jk 

companies thar wenr public last year, and rhey gor a lot of 

money." Perroni :;aieL ''Th(:y spent almost all the money buying 

land, and they ned tight now "'"'orking capitaL" 

Not-So-Happy Shopping At ICSC 
The muod at the lntertutiona! Council of Shopping Centers 

convention In Las Vr?ga~; last week ranged from mordantlv grim 

to srubbomly optiml~;tic Concc:rm about the hcald1 of the: 

<?CoJwnry and soft tt.nant de:mand pr::.dominat<?d, and there ·were 

concerns th:H major n:·uikn ·would not lx expcmding. 

The: f<?ar that An1er1cm coJtsumer~; would have kss di~;pusable 

itKume: for some: rim<? v,ras palpabk. ·'Do you rhink the price uf 

oil's go1ng tu ,;ome duwn an ytlnlt. ~;oun?'' asked one <:kv-dopcr. 

"Du you d11nk d1.-: price of f(md 's going to com::. down?" 

Concern~ about the capiLli markds were also ;Jt the rronr of 

people'~ minds. ''C;JpiL<l markers? \X/hat c1piral marked" 

anorhc:r (kvdop<:t ask<"(L 

'\J</irh c:nergy prices in rhe srratosplwr<" and the economy 

edging toward a tc:cession, many of rh<: S<"ssions had a ckcid<:clly 

WtKht-fedy green and global slanr. Ti·ansit--orieiH<"d 

~J~~f!~W~!f~~ Capital Markets 

Consultant Expands Risk 
Modeling Progra1n 
Consnlting firm Ri.sk Integrated ha:; <:xpandc:d irs tisk assessmc:nr 

sofi:v;•are so dnt u~;.-:rs can look at the ·v-alu<? uf equity investtrH?tlts 

a.s ·wd! as de:bt investme:nts. Chris \·Lu·ri:>oll, ceo, said that rhe 

firm expanded the system In response w n-:<luests from clients, 

which include invc:~tm<"nr and commer(.ial banks. 

"Abonr six monrhs ago, Vi<" :;rart<"d w nB.rket ;J lor more in the 

U.S, J\.·fany of rhe invesrmem banks ha'.-'(" a mixed porrt;)lio of 

debt and <?cluitr \'i/ith dw rrurkd melting down, our clients v.-ere 

saying th:H they \>;·ould like to see an over:Jll picture of th~·ir debt 

and <?C]Uity holdings;··· 0.-1arriwn said. 

Rid< Integrated\ system usc~; thrr:e sets of cbu ro perform 

analysis-the prob,;bili ty of deLul r 011 loam, d1e rate of rnurn 

and the pr<:s<:nt value of a porrt;)lio and rhe combined 

inv(:stmenr ,_..-alu;:; of rhe debt and the: equity within a d(:al or 

portfolio. ''''This ;Nill hdp onr ch:rlts determine how to 

r<:structure deals, adding r(:arutes like r(:setYe account:; or new 

devdopm(:nt ;<.:;Js highligbtd in a sc:ssion d:uired by Chri.s 
Leinb<;;rger. a tell ow ar the Brooking.;; Institution. 

(Jft!cial attc:ndance numbers wc:r<: not y<:t aYaihbk bur IC.SC 
:;aid ir '\vas hoping ro g<"r attendance in rh(: 40,000 w 50Jj00 Lmge. 

Feil Buys N.J. Portfolio 
The Feil Organiz.arion has bought a one million scpwre bot 

portfdio ofindusrrial, ott!ce ami wrail ~pace: the Villa 6mily had 

been shopping in Northc:rn Nnv _krs<T· Pricing could not be 

im mediardy l<:amed and F<:il executiYe> ><.'ere in La~ Vegas te)r rtl(: 

International C-ouncil of Shopping Centers conferenu: and \VeJ-e 

tHH av,;ibbk f(H· cummetlt. The punf~)l!o had an <J.sking pric::. of 

Sl 00 million (Rl:7"1, 81:3). 
The transactiun 1~; one of the b.rge:~;t to have ulr?n placr? In the: 

tri--~;tate :u-ea this ye1r .. said Rich J\-lidiss, m;maging din?ctor :H 

N~wmark Kai,gln Fra11k vAw ·was handling rh<? uttering. "I think 

it's a v;;-ekom e piec:::. of nn'liS f(n· a cnmm unity that'~; b<?en spending 

too much of irs time: htdv f(;cused on the: c:u.rn:nt turmoil In the: 

credit markns ... he ,;ddcd. 1\-lirliss would not disdose pricing. 

The portfolio was u:nkr(:d g<:ogtaphically aronnd Clark n<"ar 

the: towns of Cranfon.:l and '\J</e:;didd. Pitched as a cor<: 

itJYemnent. rh<: property was 97'i<, bts<:d at the time: of the initi;Jl 

ollering. T<"!taiH~ indnckd L'Oreal. Shop Rite, Rite--Aid, A&P 

;mel Bally\. About 819,000 ~quar<: r(:<"t vi<"r<" industrial/ oft-lee and 

the: r<:rnaind<:twas reraiL 

cm-e;unts. or buy interest I:<lH~ or property ckri,,ariw:·s:··· 

l\:lan:ison added. 

Pricing on rtl(: .s--y:;rem is determined on a sliding ~cal<:. The 

new fcatnre~ haw: a minor incremental co:;t, he addt'd. 

Trepp To Extend Daily 
Valuation Service 
Trepp LlC is extending irs offer of daily valuation of 

comrnc:rcial mortgag<:--backed secutiti<:s tor investors who a.w 

tm:mbers of the Commerdall\.·1ortgage .Secnritie.s Association. 

T!·epp, ;Nhich !xgan otfering daily Yalnations on (]dBS in 

March in respom<: w illiquidity in dw market. e;p(:crs w 

continue off£:ring thi~ sen-·iv: rhrough the end of J nne:. said 

Annemarie DiCola, ceo. 

''\X··(: have had an exi<:nsive C,VJB.S valuation ~en··ice in place 

f(n· rnany yean bere ... she said. "Giw?n the slov,rdowtl in ma.rh:t 

a.:tn·-ity in JTcenr months, we dwu.ght it could be ·v-ery helpftl1 if 

more pe:opk v,--et-e ,;bk tu access these v<J.luatiO!lS ... 
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Participating Real Estate Funds, Developers & Owners 
Matt Wanderer, Principal Al.TERP.A CAPHAl 
Joel R. Fq~eL R..-~1 Est<•te ARCHER CAPITAl MANAGEt'v\ENT 
Jack M. Ros«nfield, Diredor As...t Management THE ATHENA GROUP, llC 
Ron v,,.gnolle, Portfolio !vlanage•·llARTRAM ADVlSORS 
DavidS. Parsley, Dir«cior CITI PROPERTY INVESTORS 

Michael Oliver. Executive Dmoc1or of llu•i""'' Development 
CONCIERGE ASSET !v'..A.NAGEMENT 
Brett Rowland, 5«nior Vic« p,.,_.;dent CONTRARIAN CAPITAl 

Steve Per>ky, Managing Parmer DAlTON INVESTMENTS LlC 
Frank Capp<Jllo. Senior Vice P•·esident DE SHAW & CO., lP. 
Daugb• Wilson, Chairrrt<~n and CEO DOUGlAS WilSON CO/Y\PANIES 
Jon Klein, Vice Pu»ident FORTRESS INVESTMENTS 
Matt Gillio, CEO and Pr«>ider.t GllUO DEVElOPMENT INC. 
Cmey Doyle, Senior Vice Pre.ident GUIBERSON VENTURES INVESTMENT GROUP 
Kyle Ransford, Managing DiroctoJ· HALCYON ASSET MANAGEMEI'-lT llC 
Marcu• Buems•e, Chief Opewtions Officer HEARTHSTONE 

Gmy V. Chensdf, PoincipoiiNDI.A.N Hill PARTNERS. INC 
Steph«n Bmun, Ser.i.,- V;ce Pre•ident J.l. KISlAK, INC. 
B•·icm Newnmn, Managing Diredor !v'.ADISON DEARBORN PARTNERS. llC 
John Ryar., CEO METRO DEVELOPMENT GROUP 

Robert Quinn, Vice Pre>ident NEW YO:RK liFE INVESTMENT MANAGEMENT 
Kyle M. Br<><k, Senior Vice Pmsidenl- Finconce NOV ARE GROUP 
Martin Caverly Prinapal O'CONNOR C.APITAl PARTNERS 
Paul S. Wasoeoman, Vice Pmsidenl OCH-ZIFF REAl ESTATE 
Daniel S. l..viktn, Managing Director of ln"""tments THE PNl COMPANIES 
Robe•t Murray. Di•·ector PRAEDIUM GROUP. llC 
Norman Radow, Prooid«nl THE RADCO COMPANIES 
F. Admn Shmif, President RANDOLPH EOUITlES, llC 

Mwvin Schnee, Managing Director READ PROPERTIES 
Daniel Amdur, CEO REAl ESTATE PRINCIPAl SOLUTIONS 
James H. Ros., Memb.e•· ROSSROCK. lLC 
Dnn Stnnder., Partner SCIENS CAPITAL 
Robert Sonnenblick. a,,;,·man SONNENBIJCK·DEl RIO DEVHOI'I-<IENT.INC 
Mid-,a.,l Katz, Co-CEO STERliNG AMERICAN FUNDS 
!vlark Kei<er, Vice Pra.ident·Develapment ST REGIS & THE lUXURY COllECTION 
Dctvid Teit«lbaum, Presid«nl TEn ElBAUM DEVElOPERS 

Timothy Junker, Principd WALTON STREET CAPITAL, llC 
Rid>m-d Silverstein, Vice President-Ho•pimli!y Acqui•ition• WATERTON HOSPITALITY 
Rid V.fis<>. S.,ior Via. Prooident-Acqui•ition• WATERTC;N RESIDENTIAl 
Rid KO«nigsbergeo; Managing Director XE CAPITAL MANAGEMENT. llC 

Platinum Sponsors: 

~ rat o~Donnell/ A tkLns 
Gold Sponsor: 

HARBOR 

BMLAP.D SPAffR 
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Although spre;Jds have tighrened sub:;tantially, Ti:epp bdin'(:S 

rhar proYiding rh<" :;erviu" i~ warranted, at le;tst until th<: end of 

Jun<". The senrice is provided Yia (:mail ar the <"nd of each 
busine:;s t-b:v. 

Raising $500M Fund 

Fellows launches Debt 
Management, Advisory Firm 
Fred Fello-vv;;, a cnmm<"rci;Jl re;Jl <:state lending veretan, has 

launch<:d Ba~alt CapitaL Basalt will pro\7ide ;Jdvi:;ocy and a:;ser 

m;u;ag<:rnent in rhe commercial r<:al <"~t;Jte debr ~<"cror. The finn 

has alw laurKhd a $500 million f-lmd to inYest in high--yidd 
comrnerci;Jl rnortgag<:--back<:d S<"curiti(:S over the n<:xr rhr(:(" y<"ars. 

~--Europe 
U.K. CMBS Spreads Approach 
Turning Point 
Secondary ~preads on U.K coJnmerci;Jl morrgage--ha(ked sc-x:uriries 

nuy see a pniod of rightening in the S<"coml }ulf of lOOK t()Jlo-wing 

lt\"IBS spread sluinbge. '''Thes<: ~<:ctor~ do tend w tdbw each 

other. Ir's a rdariYe value issue- if you cw pick up AAA C\!BS 
for 150 [basi:; poinrs] compared to U.K. prime Rlv!BS ar 80 now, it 
bexomr:·s more cornpdling to inVr:~;tors;··· :;:c;id Hans \'ren~n. bead of 

Eurupr:·.atl S(c<:uritiz;J.tion n?se::m:h at Bm:day:s c .. 1pit<lL 
"Th<? Rl\-IBS spn?ad t!ghtenu;g is due in parr to tbe Bank of 

England's Speci,;l Liquidity Sdl<?me. C,\lBS cUT nut eligible f(;r 

d1e: scheme but ~;till telld to tra,:k d1e movem<?llt of R\HlS 
;ndds. The: first sigm of tb is we:n? st.c:n hH monrb when Cl\··ms 
spreads Hattened ar 2 50 ba~;ls points clfte.r a period of ',videning. 

"It's impurt:un to keq·• in rnind d1c1t ill rra--~;e:ctor spreads clfe: 

'1·-e.ry ',vide ac:rms all sectors and ·we expect them to lTmain so f(n· 

d1e r<?st of the yea1~"' 'lre.nsen noted. He alsu added h<? exp<?cts any 

(!ghtell ing to be more: grc;dual than the shc;rp rnmremetlt see.n ill 

RJ\1BS spre:ads as Clv1BS fundamentals h:nre not seen any 

1m pro-vemenr. 

lNG Acquires Paris, 
Bordeaux Offices 
lNG Real E.s;tate has purdu:;ed otftv buildings in P;Jris and 

Bordearn bt a total of €70 million ($109 million}, and a. logistic:; 

centre notth of 1\u:i~ 6)r €17 million ($16 million}. The rrio of 

prop<?rtie:~; wae purd--,a;;ed by the: firm's TiVG R<d Etme q{fi<t Fmd. 
leo \\·~iclenaar, fulld m;wag<?r, said the: aqui~;!(ion~; 'lvill bdp 

re:illf<:n;.x th<? firm's pn:·setKt. in Fran.:<:, \'iihid:--, it sees as a b?y 

marker. A joint Vr:n tu re lxtv,-Ten Gazdey and Cal East Global 

The tlmd is securing (Ommitnwnrs of S l 0 million to 

$10 million and high<:r ti:om in'.7<:stor~, including imuranv: 

cornpanies and rllmh of ttltKk Ir n:p<:ns to hold ir~ nr~t dosing 

in the coming months. 

Fdlov,rs buiKh<?d T:L:>cdr after kaving Southwest Secnritie:s., 

v;;he:n.o h<? v,ras hc,;d of ~;trucrured finawx tr:Jdillg. He has h,;d a 

long career in the comm<:rcial real e:;rare debt marh:ts. indnding 

heading c:v!BS rrading ar Nomura Securities in the late lCJ90~ 
and fCHmding Cargan Investment Jlvlanagemenr, a_ commercial 

real esrare invesrrnent management tlrrn. Basalt opentes in horh 

Cbiugu cmd Ltke Fures(, IlL and has plans to op<?n anMher 

oflicr? In Flurida. 

The. name of the finn ·was ill spired by a muutHain rmvn 

n(:ar Aspen. 

Logistk·~ was the sdler. (Htici;Jls at the tlrrns did not return cllh 
by pr<"~S rim<:. 

The 6,8T3·-S<-JUar<"-tneter L<: ?v!ilk:nium is in central Bor(karn 
;md i:; lcr w ~ix renanrs. Ir also }us 110 pat:king space~. In P;ui~, 

the LOpen Building is compri:;ed of8,01S squar<" m<"t<"rs of 

oHice spau" acm:;s eight floots and a ~ix---ln·d undergronnd car 
park. The main tenant CMP l\·1<;;dica occupie:; 75'\) of rhe 

building. Tlw two other terunt:; ate: Oxya ;u;d APC. 

kb:tn>\·hik Gm:d<:y Canly i~ a Grade\ logisrics centre 

cm·ering 2;),819 :K]UcHT meters in Canly, Ois<?, north of 1\;ris. 

The buildillg has beell fully let w Recall France and is a mix of 

logistics \'Van:house:s alld office space. It cilso ,;ontains parking 

~;peKes f(H· ftve heavy goods --..-ehicks and a car pc;rk f~H more 

dun 85 ...:cars. 

I Strategies 
Infinity Sees Strong Demand For 
Construction loans 
Infinity Funding Group is :;eeing strong (k:mand br its core 

producr, loans that combine pen~ion f-lmd and hedge fund 
capitaL The Bohemia, N.'(--based re:;cue lender and plau"m(:nt 

agent pc;irs up bornw,·r:·rs wirh pensioll fund lenders to pnnride: 

the: S<?nior portion oL; ban and hedg<? fi.mds to pru\ride: th<? 

junior debt. It focuses nuillly on ,;omrnerci:tl real r:·s(cHe: 
. . 

construc:nm; proJe ... :ts. 

The finn is ctlso considering d:--,<? bunch of a fulld rhat would 

lend to smaller borrowers. The fund could be as Luge as $1 

billion and could provide financing in rhe $1 million to $5 
million rang<:, said Paul Tantillo, ;··.p. 

The nTdit crullch hc;s ope:rH?d d:--,<? doors f(H· T n finity. "Like a. 
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'vildfire, we <Yere getring institutional qtulity paper from ac.to:;.s; 

rhe (Ounrry," 'Lwtillo s;tid. He bdi<:·ve:; the hord S<"cror is 

parricularly lucrative and as ;uJ example of rhis, points to a Sonrh 

Carolina single"pntpose hotel in need of construction tlnancing. 

"[Th<" developer] knows his busin<"SS and it's a trugnitlu"nr 

property, .. But nobody returns his c<lls ti:om all rh<" big ban b. lf 
you can't ger someone to fnnd rhar, that :;how:; you about the 

n~;u:ket:· he s;J.id. 

Infinity Funding typically makes bculs on cl 90'<{, lTC 
basis, \virh pemioll funds c:omributing roughly 85'0'(, of the 
loan. Loan sizes range fi·om $75 to $200 million. The 

remainder of d1<? c1piul comes fi·om hedg<? funds atJd from 

Infinity. Rcmms vary per lender, 'vith om: of lnfiniry's 

p<:nsion fund clients S<"eing a rcrnm of 1-'P··(J and one h;:;dge 

fund ;.<.:irh ;J m inimurn rdurn re<:ji:tirem<:n r of l 1'%. '''They 

hri ng rbc equity, mcz:zanine ;wd :;enior loan from all 

playns ... They've disassembled [Cl\··!BS] ;wd bronght it all 

tog<"ther," said Bill O'Connor, partna at CrmveH & l'v'loring, 
who r<:pt<"Sents Infinity. 

The tlnn\ invc:stnwnrs to t-bk haw: centered on constrncrion 

project:; in the l\··!id '\J</e:;r and the Bibk Bdr. '"\\le'r<" in w:ry 

~;trong marb?t~; but are nm afiaid to look at other markns others 
ft.',lf to tn.ocld in, .. T<ntillo said. Environmentally friendly projecrs 
:HT also h:y. "\'</e want gn?etL Gn?etl is in!" he added. 

I Cushman & Wakefield Sonnenbllck Goldman's Commercial Morigage Rate Spreads 
Senior Mortgage Matrix May ?3 ?008 

5-10 YEAR FIXED-RATE 
MORTGAGES 13 

3-5 YEAR 
FlOATING-RATE 
MORTGAGES 1 

lNfJt:X: ONE-MONTH UBOR INDEX: £0.UIVALE!IIT MAT!JiliTY TREASURIES 
<£5% lTV >65% lTV lENDER FEE PROPERTY TYPE 

Resithmtial 

225-250 2Sll-35CI 75-1fJO bps Apmtme~ts 

Retail 

Z25-27S 30Ll-35CI 75-1fJO bps Malls 

25ll-3{10 :300-4fJO 75-WO llps ~otnp end Powm Centers 

250-3(10 300-450 

200-250 300-350 

20ll-250 :350-4fJO 

25ll-3{10 :300-SfJ(J 

Z5fJ<jfJO 30Ll-50CI 

1-Mont11 LIBDfl 2.47~:~;.; ~2.82% ~i 

3-MI!ntrr LIBDR 2.&6%~ (Vmh'! 

1 A:::!:~1JlTl-ee: intHest IJFll,,· 

"·f'.Jumt•er as :1f t>,.·k=t~( 13, 2(1~)8 

75-WO lips 

50-WO lips 

75-WO llps 

5tl-1iJO IJ ps 

5fJ-1fJO bps 

Mezzanine Financing Matrix May ?3 ?008 

DEBT PROVIDER RATE 

11-18'10 

15-18% 

9-15% 

TERM 

1-5 years 

1-5 years 

3-10 y8srs 

Industrial 

!v1 u lli-t8 nant 

Office 

CBD 

3uburl:>an 

Hotel 

Full-Service 

Lim ilea-Sendee 

5-Ye&r Trea<;ury 

10-Year Tre&sury 

LTV RANGE\%) 

>65% Hml(je/Oppi!rtunity funds 

lrwestment Banks 

Insurance Cnrnp.:mie<i 

F'rrvate SoiJlces 8-113% Six rn<Jntils to 3 years 

>60-75% 

>!rJ';·[, 
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<:65% LTV 

2ll0-240 

225-250 

25fVlDll 

2E.0-300 

225-325 

25fVJSll 

30fJ.400 

3ll0-450 

3[Q%' \314%') 

3.) B ~··~, ,. {.1 ~.£ o/r/"J 

lENDER FEE 

1-3% 

1-2% 

1-2% 

1-3% 

;.65% lTV 

250-3ll0 

250-350 

3iJ0-45fJ 

3(10-E<OO 

3(10-4E.O 

3508JfJ 

3508JfJ 

4fJO-SllO 
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btt~(:/.:.::, l}Jt ir~f{,{;·nJd.rt~on hd-!: been. 
alJt:f.t.-?i!J((l·o,-r; .~ufl/{ t: bi!lti!lh.'t{ ru be rtif~u)le. l;ut HJ:~Fl~:iots r;ot g:.!.·-.arilrJ.tee t'tJ r.otup!ttl.?tu::~5: ar dr.cur,:{CJ·~ 

Carlton launches $250M Distressed Debt Sale 
The Carlron Group has bc:en hired to sell $250 million of 

disnc:ssed debt and REO assets on behalf of !:\vo insritutional 

dic:nrs. The debt is comprised of twenry-seYen sub- ;md non­

per6)rming commercialloarl assets. The debr is mostly first l.ien 

positions, v,rith four REO as~;ds. Assets induck bcuh S<?c:un?d by 

cnmpkt<?d and pc;rtully compk.ted luxury wwn home 

devdoprnt.nts and ~;mall babJJCt. cornmercial loans. 

GUEST COLUr\~N 

CMBS Delinquencies Rise In April 
LLS. Cl\-fBS delinquencies rose by two basis points ro lL35°··{J in 

ApriL according w Fitch Ratings' mosr rec<:nt loan ddin<--JUency 

imkx. The spih: is rdated to one larg<: newly--ddinqnenr $127 

million mulrifunily condorninium loar1 tku is is expected w be 

brought current, 'C.i'vlBS ddinqu<?tKie:s n?main low '"·ith only 

:360 ddinqu<?m loans uut ofappmximatdy 42,000 lmns in 

Fitd<··rated transactions," said Su:s..-m \.1errkk, m<JJJaging dir:: . .:tur. 

Identifying Disproportionate Risk In CMBS, Part II 
By Erin Stafford 

This week's column "'-·ill nplow the: property rypes thar may be 

rnote a~--erse ro a r(:;--ersion ro rh<: mean or hiswrical tloor once 

d1e: propeny markets bounc:t. back. Reuil, of-fice: and muhi-­

funily art. tl1<? preduminant pmperry types within the h~;t few 
yec;r~; ofCl\··ms. with a ,;ombined CJ')% by loan count and 7<:J<:!.-<J 

bv b:dancr?. 

Debt yidd (eith::.r entry or ::.xir) provides a me:a:mn-: th:H luoks 

specifically at a prope:rty's nd operating income (NOl) and its 

abili ry to support tbe debt load on d:·-.r? prope:rty. The bistoricd 

floor for both e:ntry and e:xit de:bt yidds bas b::.en 12'"'(>, b<J.sed Ull 

obs<:rved American Coun.::·il of Lif" ln~uren (ACLl} data d:ut 

dare hack ro the 1960s. The t-bta sho,.-v that the medi;uJ c:xir dc:bt 

yield r<:ally plungc:d bdo'N the hisrorical 12°··(! tloor f(H Ckl BS 
loam brq~inni ng in 1005 and (Ontinued irs do,Nnward nc·nd 

rhrough 2007. 

The chatt bdo,v looks ar the median exit debt vidd fm the 

25th p(:ru-nrik of C;\'IBS lo;uJs f;)r retaiL otlice and muhir~unily 

properti<:s. '\J</ith th<: exception of r<:mpotary dips ro 11 ''{,, eadt 

property rype t'dlowed the standard unril 2003, when 

multifamily took a c:on~;p!cuous dive. By 2005., 2_')ihJ ohhe: bans 

in all the nw._ior property type~; had cro:Nxl the 1 Ol.~(, lin<?; by 

2007, mort. dun h<J.lfof rh<? retail, of-fice and multibmily bam 

had f~<llm bdow 10'}&. 
So vdut happens if the loans need to refincuKe in an 

envimnmem that is more discerning than the: 2005-2007 
envimnme11 r? The mec;smx of ex it ddn yidd place~; a large 

rdicuKe on a propeny's N()l, rhe interest I:<lt<? or ~;pread cmd 

the arnottization environmenr that one \-'i"onld need to 

refinance: in today's economy. If we assu.me all ds<: is equal and 

we n<:ed to obtain a. l2'h; exit debt yidd, 'vhat typ<: of NOI 
growth do <'>'e nc:ed? 

Fur,; loan uJnxndy exhibiting a ~)(~(, exit dd:n yield, one: 

·would rc:quire aJJ cn:erage: annual NOI growth rat<? of 3.Y)'t>. 
For the r:·-xtrt.me ni r debt v1elds dt:n arc dme to 6°,.;!. thar 

prop<?rty \voukl require an averag::. annual NOI grov,rth rate of 

25th Percentile Exit Debt Yields 

Exit D<lht Yi>::ld 

1 0'}&. Properri.-:~; cu1 and haw:· ,;c:hi<?Ye:d annucd NOI grovnb 

rat<?S in e;;c.-:~;s of 1 OS·h, but f-(H· properties with longer kases, cUl 

ave:rage clrHHial gmwth rate of HJf.'-t, i~; ve:ry dift'icuh to 
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consistently achiev<". 

?vLmy of dws<" lo;uJs W(:r(: twd<"nvrirten ro proi<;c.r<:d r<"'<'<:nu<: 

growrl-L For dt(: mosr parr, our data arc based on th<: last ycar of 

reported borrmver NOl, Knmd in the Anne A of the Ci'v!BS 
prospectus, which is a fa(tual nnmber that should nor indndc 

arbitrary r<:'venu<: lHokcrions. Another hurdk: in achieYing higher 

annual a'.i<"rag<: NCH gtow-rh rar<"S is the r;Kr rhar in the major 

property rypes (i.c, tc:rail and office), the tencJJ projections in the: 

ne:cu: flJtun? ctre muted. 

Retailers are f~:ding the pressure cmd se-\reral nevv kmkrufHcie:s 

haw:· uu~;ed n:·uikrs to cornplctdy liquichtc or sde:ctivdy dos<? 

non-·profiuble locations, leaving VclCJ.n<.:ies in su·ip ce:nters and 

malk Offi,x markets in g<?m·ral are r:xpected to have slightly 

ne:gatiw? rental growth in dw coming year, f(,Jlowd by 2'}& to 4<>-·() 

growth through 2012, accorditJg to d1e light ren:~;sionary 

scenclfio pn?S<?nuxl by Prop~rty & Pord:~)lio Researdl (PPRj, 
This projection doc~; not get better when predictions itJcJi..:cnr: a 

longer lJ .S. r<:ccssion. 

Th(: tmjotiry ofkn-'\C' (:xit d<:bt yidds exhibircd by properties 

aw dri,,.-en by rh<: lack of amortization. And we hww that today, 

2005·2007 Vinf!lge CMBS Pwperty Type hy Buhmce 

M~Jfii-f·:<mili 
!16%.) 

lndc•striul 
{S<;·o) 

Offic€ 

intere:;r~-only 110) loans are not r<:ad.ily avaibbk in the market, 

exccpr in rate instanv:s of extr<"mdy low leverage financing. 

\\-'hile 1 () loans, in and of thcmsdYes, arc: not a lHohl<:m, highly 

l<:Ync:d IO loam, with dc:br yield:; bdow '),l)S·i,, are 

di:;proporrionardy relianr on income: grmvth, dwap debt or borh. 

If wc ;JSSi.Hll<: rh<" knd.ing indusrry has lc:arned irs les:;on with 

dK prepow:krance oflO loam and dt<?}' 'NiH not make a. 

.. :n nwbac:k, the: loam rhat an.o bdow the h isrorica! r1 00 r will be 

subject to greJ.ter unccrtai1ny of refinarKr: at maturity. \'i/e have 

anLully seen that hc;ppcn in today's marb?t. Ren:ntl}; i( is 

mnwred that ctloan hcn··ing $200 million offlocning .. rate debt 

v,ras ctbk to se .. :ure a. first morrgctge ill the :unomn of $125 

million, the JTmainder of ·which 1-vas futJded through mezz;J.nine 

debt and acklitionJJ msh quity brougl-n into dw deal by thr: 

bornw,·r:·r. l'-lot ,dJ borrov;--e:rs vvill hcnre an:r:~;s to large pieces of 

7005·2007 Vinfag~ <MRS Pwperty Type by 1.!!!1!1 Co!ll!t 

Offit:~ 

Multi.fmr<ily 
!17%.) . lndc•striul 

{n.,) 

Hct~l 
!8%.) 

more e:x p<?Jlsivc mo:zatl inr: debt nor ·wi l! d·-.r?y be abk ro fuse: in 

:m additioncd 1 fYhJ or more of quity ro bring thr: debt yidd ill to 

line with hisroricaltJorms. 

lt ~;e<?ms logical dut one would look a.t e:(it strcnegy. but 

<?mpirical Ci\-1HS &nc; do<?s tlm JTJ.l!y consider exit strau:gy One 

rr:ason is that most Ct\-·1BS loans have nM hit matmitv until this 

year; th<?n?fore, there is not,; brge ~;,unpk to 1-e1riew. ln fact, if W<? 

look ar loans matnring in 2008 and early nexr yeat, a large 

numbc:r of them have already ddt~Js<:d and rhos<: char haw: not 

haw: ex.ir debr yidds in exce:;s of 1 O(.'t1 on vdut ·would b<: 

considered mnsd NO I. \\-'h.ik: some: of these loans arc: taking 

longc:r ro rdinance in today's marh:t, if the propen:y's cash tlow is 

stable, td1ecting higher occupancy ,,·ithonr a lot of immediate 

rolL it is lih·:ly rhat rh<:r<: will be: a kndet w rak<: dwm out. 

Dara shm<.•s that most defaults occur '"'irhin rhe firsr six y<:ars 

of a Cl\-fBS tBIJsacrion and according rol\·iorgan Stanley 
research, th<? 2005 to 2007 vill tagr:~; sr?em to br: tracking those of 

the e,lflia 1r1ntages in terms ofd::.litJqu<?tJC)' and dd:·mlts. 

Hov,·TVr:r, the traJJsfers tu speciJJ S<?n··icing in d1r:~;r: Vllnc;ges :HT a 

combination of property issues (r:·.g .. Ius( ten;HW;) and llot 

meetillg pro f~H"Ill:l un<:krwrl(ing. l\-1any of thr: bans subkct to 

the pro f<xma underwriting haw? TO t<?rms, although bonuwers 

and spomors '"·ith cl debt yidd of l20.·h ur higher arc l!kdy w 

maintain signi fic:ant r:<lUl(}' In th<? asset. 

ln such imrances, rhe lo:;s of a terunt or the r;1ilure to achi<:ve 

pro f(mna revcnne targ<"ts sddom r<:sult:; in debult. The same 

cannot b(: said ofhono•vers and/ot spormHs "\v:iwn rhe debr yidd 

is 7'}(). Ch-erlay an i ncT<"asing c1p rat<" environment ;Jild rh<: 

bonov\C'c:r ;lildior sponsor is likdy to be nndet \Vat<"!' e<'<"n at!:cr the 

tenant has b<"en replaced and/or pro Kmna ;Jchievcd. Thus, thc:sc: 

vintag<"S may not (.ontinue to track ddinquen(.ies and th<: losses 

could b<" higher. 
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CMBX 5 Debuts 
Cl\-·!BX 5. the: latest itc:ration of rhe commeH:ial mortgag<:·­

hacked secutiti<:s ind<:x->vas rolled out last '\N(:ek aftc:r a 

rnonth~long dday. The index, w·hich \Vas d<:signed to roll over 

twice a year and indnde 25 nee'"' (]d BS deals, had be<:n 
postpolled as a n:~;uh of low Yolume ill the nev,.- issue nurket 

(REF!, 515). "The early perception is that i( looks a lot like 

[seriesl four. h''s tLtdillg pretty mu ... :h dosr: otl top of 

Cl\.JBX.4,'' .. said olle senior n~t<kr. Spreads on rhe AA<\ class 

dmed at l 04, \\·hile th<? B BB- class dosed a.t 1 .6!7 f~)llowillg 

rhe first day of trading. 
Initi;JJ pricing had imenrionally been set to mirror thos(: 

of C,\tBX.4. "If you krve v;tst!y ditfnenr coupons it adds ro 

rhe volariliry, .. They made rh<: coupons dose to s<:ries -i so 

rhetc:s mor<~ continuity ;ud more li<:jiiidity," s;J.id the: trad<:r. 

T!·ading oftlcially bc:gan on Thnrst-by but, as has occtuted in 

previuus rolls, sonlt. ckakr~; bqz,cm rra.ding rhe inckx earlier on a. 

PARTNERSHIP HASHING 
(i:rmtimltdfrom pr~~~, !) 

and u~;e a mix of debt and equity to fillance dw remainder. 

One debt cmalpt <?stimate:d dut thr: remaining fin:mc:ing v.-ould 

be a. 60-40 debt to equity split. Goldm:m i~; expectd to arrange 

rhe debt. 

Bur a:;mmi ng the rlr~t mortgage on rl](: Gl\-·! Building ..,.-v-on'r 

he a simple procc:ss giw:n the many layer:; of debt in place on rhe 

propeny. "lt won't b(: a straight, simplistic aswmprion. There 

will be :;ome complexity," one secvicing executi'.-'e said. Thc:rc: is 

also $600 million of junior (k:bt on r:h<: bnilding, James 

Fddn:~an, an ardyst ar UBS who cover:; Boston Properties, ~aid 

that ;\'laddovo<: ne(:ds ro tda.in a :;rake in the: propen:y t;)r the: 

debt to be a:;sumed. 

Bo~ton Properties is expected to rdy on its partners to 

pmv!<:k tbe lion's shan? uf rhe r:<1u!(y ne<?ckd, "[Bostutl 

Pmpenies'] moti1rt. is to put as l!ttk ush as possible and gt.t 

managemetlt f~?es out uf it." olle senior banking execuriw? no red. 

That being said, olle REIT <J.tw.ly-n tHHr:d that Boston Propertir:~; 

has a Lir cmwu1n of cash on irs baLmce shrxt and Jines of credit. 

Fddm:m said rha.t 1f Bostoll Pmpeni::.s complet::.s the 

acquisition. he \vou.ld prder it to limit Its <?quity ~;take w kss 

than 20%. ··cn11~; would limit pricing and baLmce shrxt risk, 

impro\7(: leasing flexibility and control in l\-·!idtown and put 

Bosron Properties' name on the doors ofG?v! Building," h<~ said. 

A ptice of $2.8 billion works out ro S l AjO pet square foot or a 

cap tare of ahonr 5 .. )'% .. ,\taddovi<~ ;Jcquired the: building in 

2003 for $1 A billion. 

Billy l\·'lacklovve declined ro commenr. Officials at Boston 

Properti<:s and Goldman Sachs did not wrum calk 
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·w:hen--i~su<:d basis. 

(]\·fBX5 is compri~<~d ofsn7<:n dc:ah rhar Vi"ere a part of 

Cl\:lBX 4 and 18 newly rd(:r(:nced de;Jk The overlap of nnv 

and old deals i:; unprecedenr<:d in rhe ind<:x's rwo-y(:ar histoty. 

'''\X-'e amicipar<~ the price discoYery pha:;e of the roll ro t;J.k<: 

bng<?r rhall in the past,'' said Andy Day, a C.i'v!BS cuuly~;t a.t 

I\.1org<l11 Sranley. Da.y pnxlicred the A·rated dasses will tLtde in 

line with similar bonds on C.i'v!BX 4. ,,vhik rhe B-rcm:d cbs~;e~; 

will trade ar comparativdy tighter spn.oclds. The cmticipated 

tightening ·would b<? due to thr: serir:~;·· rehti-vdy better 

underwrititlg S(cmdards, marked by higher subordination levds, 

f~?W<?r interest-·onl·v loans cmd low<?r lo,m .. to--value ratios. 

Tbe n<?Xt scrir:·s of rhe Clv1BX index, scheduled to be rdeased 

in htc Ouober .. could see simiLu: probkms. "\'i/ith collduir bcm 

origination ar a standstill and dealer inv<:ntories ·winding down. 

'<'>T do not amicipare enough new i~sue (),.fl=).S deals in 2008 to 

support another (]dBX roll rhis year," Day added. 

PUB FIRM 
(i:ofltirmtdfmm _/iii;R'' l) 

busin<~sses arc: already separate:. 

Chrke ~aid that conditions in the tlruncial mark<:ts will make 

it mon: difficult f(H· ]\.L~c:B to take on RE!T ~;tatus, largdy 

beet use of the cmts cE;sociauxl wirh th<? ,;onw:r~;lon alld lack of 

fi.tnding :n:aibbility f;x the nr:·cessary debt rr:·sn·lKturing 

requirenw1ns. Hut the company wcuns to go ahectd ·with the 

cotJversion to tap ill to thr: u.x advcmtages ctvaib.bk to RETE. 

lvLS:.H, which owns U.K. pub cbins All Hal' One cmd 

O'Neills., lu~; £2.4 billion (.$4.7 billion) ofscuuitized debt at cl 

rare of5.7'<{,_ "\'f'e wcmt to migrat<? that debt into dw REIT [via 

refirLuKing], bnr r:he dc:br mat.ket climate: needs ro be more 

liqnid,'' a spokesvooman :;aieL 

ln rh<: interim, ki&~B is con~idering rhe :;ale of some: 

individu~<l sir<:s as ..,.-v-dl as some :;ite:; that have: strong 

redevelopm(:nt potc:nrial, but the spoke~woman said rhat this 

initiati·ve is distinct from irs plam to convett inw a REIT. ''This 

i~ more about getting valu<: from rhe prop<:rtie~-,ye'w: been 

doing it f;)r a while, and :have tai:;ed about £)4 million 

( S 1 06 million):· she said. 

Thr: cump:my hunched srra.t<?g!c review aftt.r a _io!nt vuHmT 

wnh R20--atl !m··::srment vehicle run by lvi<\c.H sh:HThokkr 

Robert Tchenguiz-fdl apa.n as a rendt of d1e credit crunch. 

.i'vl&:B lost (274 million ($5:3:1 million) aher ux from the 

collapse of the venture. "\X'e'd uh:n out ill r1atiotl hedges and 

int<?l'<?St r:Jte hedges--v,rhid< you d du nonnc;lly f(,r a.ny ckallike 

thi~;--bm wr: kept thern opt.n br:cJ.use w::. dwught that ma.rh:(s 

wuuld srabilized," the spuhs-vom:m said. 

nl 
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CMBS Trading Matrix MAY 21, 2oos 

~~r 10-yr 5-yt Float OuaW<J<Jk 
Rating Fi>:~d Fixed (uncapped) Ratin<J llutum 

AM S+ 183 3+146 L+lW AAAilO vri +1.8[!% 

A/!._ NA S+5D5 L+~JBQ AA +2.8L1% 

A NA 3+700 L+5c•G A +111% 

flSII NA 3+13~(1 L+7c•G BBfl +[!.42% 

flSII· NA 3+1Ll~c' L+rJc•n 

flS NA T+235C• NA 

ANNAlY EXPANDS 
(mNti mmij?mn jJt<:g-r J) 

at TIAA-CREF, is abo chair of the: go-vernment tc:lations 

comrnitree of dw Commerdall'v'lorrgag<'. Secnritie.;; A~~odation. 

·' [Rjord:m] is \>;·dl known in the: comm<?rcicd reed esrate indmtry, 

parri ... :ubdy on th<? se<.:uritie; and kllding side:," Diamond said. 

AtmJ.ly v,.-i!l invest in AAA··rated C,\tBS as wdl as in other 

are:cE; d1c1t pnwide high ri~;l;;:-adjusred return~;. Tt is in tbe r:ady 

stage~; of mapping out JJJ lJr\resrment fund but DianwtJd said it 

was too early to ebboLtte on ckuik H<? not<?d, hov,·r:·vei~ dut the 

fi.md will be capitaliz,-:d separatdy and will be indepr:ndr:nt of 

Annaly's balatJce sheet. 

RiorcLm\ duties clt TTAA-CREF >sere filkd by StepheJl Kraljk 
-S,:trilM C,u1gm· 

FROM THE REPORTER¥S PENTHOUSE 

Knock On Wood 
br the first time sincfl Jamml)l, Flfffhus more 

""'!!:!,.~ <:turies al:~}t.rt pB~lple l:>ein~1 hirlld or plarmin9 
to hirE; than th8 ulher V<iHY arnu1·;d Our 
hllad!inE;<: havE; WGrds like "luming point and 
"<:trong demand."' 

Thls was a nit~& t~hange. It t:eally 3tarts tn 
\'>'ear on ytm aftt:r the fifth ttH1secutili8 rntmth of 

bt:ing the ont: whn calls and says: 

•IJltf! 'lmr that ym~ are L'3ri.~g df :mur ootire staff ;;;;d .shutting dew;; iiJe gml!p, We 

i<.~:'!W we r:aiied 2t>aut that if3.st week a.~d !JJe week bef.we tx fli.Jt we .&eep ffmiing it 

Lets :'!f peep.ie are sayhl{J t!;at x me \'li&'lls tu bur tfi>! L<J!.ildill{! f'i.lU're llmke'ting f(!r 
t!lM ]Jrire .,;nil tllat ym1 s!lmlirJ just M;p tr;-?ng_ 

The hr..·Bs'kd'S Sct'V Y;ey made vou {~1;.,.. ~:1i tl~e -ttN.¥1' &'?{!$Al ;·oo had f{fr vour dectl w:J~&r 
ttl<!y l<it![f/';ed aflfJ{Xfr'llt<!fJ M :;;_,me of t.iJe tOil<it(!l<if Is tiwt tnr'<!? 

H was kioo M H~r:>lleing thB Grim fltldpe.r. 

tM this we.r:>k was tliffemnt ~<:!1&)1t;e it was just "Pring fevw But we <lr:>tr:>ctetl, act(!SS 

thr:> b(1<1Hl, a sense that t~ings might t;e picking up. 

We'll ~f.>BfJ our fingBr:; tcrr:>f>&M. 

hc<>s~ FllutW<><>k E11e~~s 5 n 
ll~!lltll Return Return year y~ar 

+'10.4 +21M% +ZJ8JJ Curmot Spre~d +7B +58 

+W8.B +8.37% +8fj9_7 1· Week Cha D<J~ ·1 
,, 

·L 

+225.7 +6.73% +705.5 4· Week Cha D<J~ k8 -8 

.JE; 4 +11JJ7% +12S7J; 12 ·Month Ch~ n gu +~J(l +4 

S·:•llre&: Baoc of Am~rko $0011flle! 

MERRill DEAl 
(UJ!!dm<erifirnn jhl.§/ f) 

year Otl a Credir Sniss<'. ckal (REl"0', j/14}. c,JJ!:; to the tlrm were 

not f(:turned by pr<·ss rim(:. 

Th<- deal was lib:Jy bolstered by d!(: her rhat othn than ;J 

$1. l billion securitiz:.uiotl ofluans urigitw.red by LaSalle Bank 

that Is br?ing c:ompkted by Ru1k ofAmerk;.l and ,;n off(·ring fmm 

J\-forgan Sranley"s 1(2_ shdf; r.hen? r~; no C.i'vlBS in d1e pipd!nr:·. 

"Peopk art. ~;rxing thclt they need tu buy;··· onr: trcl<kr said. 
ln addition to l\:lcrrill, D<'.xia, PNC Bank, Bank of America, 

GE Real E~tate and Capm.ark contrihurd collateraL ~S~ G 

I O.uote Of The Week 
''1-f~<~·e in. !8:'1)~ ->tn_.;,1·ij~ tnilrkets but tnY:- not i~lir1irl ta t~N~l rft ~_~ther 

mt.~rf-yy~ othnsj?\rr' to tn?1fd in '~Paul Tcuttilb .. v~p. of Infinity 
Fvnding. on the firm's inYeslment sfrofegy (;,ee sfcny, fXJf!B 8) 

One Year Ago In Real Estate 
Finance & Investment 

Tl1<'. Blad;:,<-;tone Group paid do-,vn ahonr $1.2 billion of 

rneaanine dd)t from it~ acquisition of E<:jnity OfHce Properties 
Trust, miffing some inw?stors ... Tbe ~;ecuri tization of the debt 

fi:om Blackstone\ EOP acquisition was bmK.hed, a. $7.41 
billion floating·,Llk deaL . .lntere:;r rate re~en·e:; '-''<':!<: gerting 

more popular.,, Bardap Capital hird vderan nad<·rs Jeff Lewi~ 
and John Caputo from Citigroup. 

I Five Years Ago 
K<'.nnedy \Xlilson ·was planning to Luwch an almost $600 million 

distrc:ssed fund, it:; second brge~t fund <:ver ... l\lorgan Stanley 

and Lelunan Brother:> we:n.o each workillg on all--cl.sb, multi·· 
bon:OW(:f. pa!d~ntopean C~,:JBS d(:ak an ltHJOVation rcH the 

grmving European !ILu:kets ... The Sld~S outbr<·;:d~ ,.-va:; c:xpected 
tu have little impan on the A~;latl nw.rh?t., .Vacancy rat::s were 
(:xpected to increase in Chicago. 
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