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MARKET PRESSURE POINTS

ÇFunding gap  
Á$450 bn maturities in 2010/2011/2012
ÁIf CMBS issuance grows 10X from 2009 issuance ($130 mn), it's only 3% of 2010 maturities Č
maturity events & new debt to come from Banks, Life Companies, Agency, & Specialty

ÇAmple buy-side liquidity in the market today
ÁAbundant Institutional Capital for core assets in gateway markets
ÁPlenty of private capital (pricing is key) for secondary and transitional properties

ÇDeclining fundamentals as continued job losses ripple through the office market

ÇScarcity of product on the market is driving price (ahead of fundamentals)

ÇQuality assets get pricing premiums



THE UNDERWRITTEN NOI

Underwriting
ÇVacancy ï10% to account for weakening fundamentals, credit quality of 
tenants
ÇRents ïDecreases of 20%-40% depending upon the market
ÇT.I.ôs ïIncreases of 50%+ from current market (Manhattan = $70 psf)
ÇLease-up ïDoubling lease-up time
ÇReserves ï$.20/.25 psf
ÇResidual ï50-100 bp over going in cap rate

Result
ÇNOI is 10-20% less than actual operating statements
ÇLender LTV: 50%-65%, Borrower LTV: 40%-55%
ÇBuyer Cap Rate: 7%-10%, Seller Cap Rate: 9%-12%
ÇResult = Value Dislocation (price is hard to discover)
ÇNet Cash Flow v. Net Operating Income



HFF DEBT TRANSACTION 
ACTIVITY
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OVERALL HOLDERS OF 
SECURED CRE DEBT

SOURCE: Federal Reserve Board, as of Sep. 2009

9/09 9/08

($Bil.) ($Bil.) % Chg.

Banks & Thrifts $1,722.4 $1,711.4 +0.4

CMBS 708.5 745.5 -5.0

Insurers 310.1 318.0 -2.5

Federal Agencies 282.6 250.9 +12.6

Agency CMBS 162.2 148.6 +9.2

Other 250.6 276.5 -9.4

Total $3,436.4 $3,450.9 -0.4

Banks & 
Thrifts
50%

CMBS
21%

Insurers
9%

Federal 
Agencies

8%Agency 
CMBS

5%
Other
7%



AVERAGE LTVs FOR HFF

ÇDeclining leverage

ÇDeclining property cash flow

Office Retail

Year LTV LTV

2004 74% 75%

2005 72% 75%

2006 77% 74%

2007 72% 73%

2008 68% 64%

2009 60% 58%

Since Aug 1 66% 63%



AVAILABILITY OF DEBT 
PRODUCTS

Loan Type Availability

Permanent/Term Loans

Bridge Financing

New Construction Financing

Financing for unstabilized or non-cash flowing assets ?



Stabilized Office (Financial District)

multi-tenant class-A

Property 

Description

566,000 net rentable SF; 28 story; largest tenants are 

several leading law firms with lease maturity in 2017 

(DLA Piper Rudnick, Howrey Simon Arnold)

Buyer/Borrower JV between a foreign fund and an experienced/capable 

local operator structured as a 90/10 split; long-term hold 

strategy to own a stabilized CBD at well below 

replacement cost in a much-improved downtown LA

Hurdles Loan request is greater than $50 MM

Purchase Price $125,000,000

Cash Flow T12 NOI $8.8 MM

$8,944,000 NOI (87% occupancy)

Loan Request

Amount Up to $81,250,000

LTV 50-65%

Rate Fixed preferred

Amortization 30 Year

Term 10 years

Recourse Non or partial-recourse preferred


