
( 

(; 

...... ™ . . . 

The CRJTTEND EN 8 REPO RT®ReaiEstateFiuancing 
The Nation's Leading Newsletter on Real Estate Finance . 

Crittenden Research, Inc. P.O. Box 1150 Novato, CA 94948-1150 cUstomer Service: (800) 421-3483 

Vol. 39, No. 21 November ll, 2013 

BRIDGE LENDING LOOSENS IN 2014 

Anticipate bridge lenders to expand outside their comfort zone by looking toward secondary and tertiary 
markets and considering new property types next year. Additional players will enter the space creating 
more available capital as the economy improves. Lenders will push leverage to 85% in order to compete. 
Most loans will be in the 60% to 80% range. Land borrowers will see sub-65% leverage, while hoteliers 
will obtain 55% to 70%. Loans will run 12 to 36 months and will usually be full-term interest only. 
Keep an eye out for equity fund players to launch bridge debt platforms over the next year. 

Deals with upside potential or minor rehab requirements will see low to mid-5% rates, while loans with 
mid-level risk tolerance will be priced around 7%. The riskiest loans will see9%-plus rates. Vacant 
value-add properties will obtain 7% to I 0% rates. Deals with leverage above 80% will be priced similar to 
mezz in the I 0% to 13% range. Bridge loans will typically be non recourse, unless assets are severely 
distressed in tertiary markets. 

Bank lenders will increase bridge allocations and provide 5% rates for loans with some level of recourse. 
Wells Fargo, BofA, US Bank, BMO Harris Bank, The Private Bank and City National Bank will be 
active. Opus Bank originates $1M to$ 15M floating-rate bridge loans with options for perm financing 
once the property stabilizes. Leverage will reach 75% for multifamily and 70% foroffice, retail and 
industrial properties. Look for two- to three-year terms with recourse that will burn off. 

Keep an eye out for life companies such as Guggenheim Life & Annuity, Aetna, AIG, PPM Finance and 
American National to provide bridge-to-perm programs next year. Security National Capital will start to 
consider secondary and tertiary market deals and new property types in order to compete. The LC boasts a 
$1M bridge loan sweet spot and favors office and retail properties. Rates will be between 7% and 9% with 
65% to 75% leverage. Loans will have one-year, interest-only terms and recourse requirements. · 

Expect Apollo Trust, Starwood, Prime Finance, Ladder Capital, Fortress Capital Finance, 
The Blackstone Group, GE Capital, CapitalSource, Latitude Management Real Estate and RAIT 
Financial Trust to originate loans with leverage up to 85%. NXT Capital provides $10M to $40M 
non-recourse loans for multifamily, office, retail and hotels. Leverage will reach 75% to 80% with pricing 
around 5 .5%. Count on one- to three-year terms. Mesa West Capital works on $15M to $200M -plus 
loans with 4% to 6% rates floating over 30-day Libor. Hotels, office, multifamily, retail and industrial will 
be targeted. Leverage will be 65% to 75%. All loans will be non recourse with two- to three-year terms. 

BB&T Real Estate Funding originates $5M to $35M loans for single assets, but will go up to $55M for 
portfolios. Look for non-recourse loans with two- to three-year terms. Multifamily, senior housing and 
anchored retail will be the focus with 70% to 80% leverage. Rates will be 2.5% to 4.5% over Libor. · 
BRT Realty Trust allocates $3M to $25M bridge loans for multifamily properties. Look for 10% to 
12% rates with up to 75% leverage. Count on one-year loans with open prepayment and walk-away 
guarantees. ReadyCap Commercial provides $1M to $1OM loans for the four food groups, along with 
self storage and mixed-use. Look for 6% to 7% rates and two- to three-year, non-recourse loans. 
Leverage will be 65% to 75%. 

Lone Oak Fund originates deals between $250K and $18M for non-owner occupied residential and 
commercial properties in California. Leverage will max at 60% with 7.9% to 9.9% interest rates. 
Loans will have three- to 24-month, interest-only terms. Lone Oak does not require personal gliarahtees. 
Revere Capital allocates $1M to $20M loans with six- to 24-month tenus. Leverage will be 50% to 65% 
with I 0% to 14% rates. Retail, office, multifamily, industrial, land and hotels will be targeted, aJong with . 
special-use assets such as parking garages, marinas and airports. Recourse is negotiable and loans can 
close in as little as five to seven days. · 
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TOP JV AND PREF EQillTY INVESTORS 
(PROJECTED EQUITY INVESTMENTS FOR 2014) 

EQUITY INVESTOR PROJECTED DETAILS 
2014TOTAL 

Harrison Street Real Estate Capital $600M 

Mountain Real Estate. Capital $400M-$600M 

RCG Longview $200M-$300M 

Canyon Capital Realty Advisors $150M 

Terra Capital $150M 

Pensam Capital $150M 

Torchlight Investors $100M-$150M 

LEM Capital $1OOM+ 

JCR Capital $50M-$100M 

Newport Capital Advisors $50M-100M 

BRT Realty Trust $90M 

Regional Capital Group $75M 

RSF Partners $50M 

Morrison Street Real Estate Capital $30M-$50M 

$600M of N equity in 2013; $7M to $8M 
pieces for multifamily 

$400M in 2013; $5M to $100M pieces for 
single family 

$100M to $200M in 2013; multifamily, 
office, retail, development 

$150M ofpref equity and mezz in 2013; 
multifamily, condos, office, retail, hotels, 
industrial, mixed-use 

$1OOM of pref equity in 2013, multifamily, 
office, industrial, hotel, self storage, retail, 
MHC, broken condos 

$100M in 2013; $5M to $20M pieces for 
value-add multifamily 

$100M to $150M in 2013; $10M to $50M 
pieces for multifamily, office, retail, hotels, 
industrial, student housing 

$100M+ in 2013; $3M to $10M pieces for 
value-add multifamily 

$50M to $100M in 2013; $3M to $15M 
pieces for multifamily, retail, industrial, 
office, land, condo 

$30M in 2013; $1M to $10M pieces 
for multifamily 

$75M in 2013; $3M to $25M pieces 
for multifamily 

$40M in 2013; multifamily, office, retail, 
industrial, student housing 

$50M in 2013; $3M to $10M pieces for all 
property types 

$30M in 2013; four food groups 

(J 

Other Aggressive Equity Providers: BMC Capital, $30M to $50M, $7M in 2013, four food groups and ( ·" 
hotels; Colony Capital, $20M to $50M of pref equity in 2013, all properties; Forman Capital, $25M, '\....Y 
$1OM to $15M in 2013, retail, hotels and office; Shem Creek Capital, $5M to $1OM, four food groups 
and hotels; Partners Capital Solutions, $1M to $10M pieces for all property types; Resmark 
Companies, single family and multifamily. 
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CMBS DOMINATES HOTEL LENDING 

Expect to see conduits increase hotel allotments in securitizations. Hotels will start to command.15% to 
16% of tranches, up from 12% to 13%. As the hotel sector gains strength, look for the percentage of hotels 
to reach 20% by Q2 2014. While this increase seems nominal, it will make a great difference across the 
sector- especially for the large tranches north of $250M. CMBS leverage crests 70% and should hit 75% 
in the coming months. Debt yield runs 10% to 12%, with the highest quality de11lsin the high 9% range. 
Rates will be in the low 5% range. 

Private CMBS lenders such as Ladder Capital, Basis Investment Group, Starwood and Rialto Capital 
Management will give the larger investment banks increased competition next year. Look for.some of the 
private players to hold the B piece, which will allow them to reach further for deals with more hair. 
Investment banks, including Wells Fargo, BofA, Citi, JP Morgan Chase, UBS; RBS, Morgan Stanley, 
Deutsche Bank and Cantor Fitzgerald will play it safer when making loans because theywill need to sell 
the B piece. Rumor has it; Ladder will hold the B piece and use it as a selling point to win loans. Odds are 
other private players will follow suit. · 

Conduits will lend on any brand or flag from economy to resort. Flagged assets with strong cash flow 
will be .able to close CMBS loans regardless of geographic market. Independent hotels will need a very 
strong borrower, location and cash flow to attract CMBS dollars. Cash outs for hotels will get done but 
typically only for the borrower to pull out equity, not extra funds. Borrowers will need to show value 
creation in order to close a cash-out loan. CMBS lenders will favor borrowers that will use cash outs for 
upcoming PIPs. 

Look for CMBS to continue to be the easiest source of non-recourse debt for mid·level borrowers. 
Regional banks can beat CMBS on pricing but will typically always require recourse. Borrowers looking 
for shorter holds with disposition flexibility can tap a variety of low priced bridge money starting at 6.5%. 

LIFE COMPANIES REACH FOR OFFICE · 

Count on life companies to increase office loan allocations for short-term, floating-rate and non-recourse 
deals in the New Year. LCs will also step up to fund mezz, N or participation loans next year in order to 
compete. Select office deals could reach 70% leverage, while most will max at 65%~ Loans with mezz or . 
equity will reach 75%. Debt yield will start at 9% but many LCs will target 1 0%-plus. Deals leveraged at 
50% and below will see the lowest rates. Lower leveraged deals will also see interest-only provisions. 
Look for a 1.35x minimum DSC. 

Most loans will possess three- to 1 0-year, fixed- or floating-rate terms. Borrowers will obtain mid-3% to 
low 4% rates on five·year deals, while seven-year money will be in the 3.75% to 4.25% range. Ten· year 
loans will see 4% to 4.75% rates and 25-year amortization. Interest for higher leveraged deals will be in 
excess of5%. Expect a 0.5% to 0.75% rate increase during 2014. 

Kansas City Life, Woodmen of the World and Genworth will provide non-recourse office financing. 
Stancorp. will work with Class B properties and require full recourse, while Symetra seeks 50% recourse. 
Keep an eye out for Prudential, New York Life, AEGON, Unum, Principal, MetLife, PPM Finance, 
Principal, Sun Life, Lincoln Financial, Ameritas, Sentinel, American National, Advantus, AIG, · 
OneAmerica, A viva, John Hancock and National Life to be the most active. 

LCs will consider single-tenant office deals with sufficient remaining lease terms, financially stable tenants, 
at or below market rents. Single-tenant deals will be considered in markets with sub-15% vacancy. 
Don't expect lenders to originate loans longer than the remaining lease tetm. MOB assets near hospitals 
with vet or dentist tenants and office buildings with diverse rent rollover near. transit or freeway access will 
be highly sought after. LCs will avoid assets where one tenant makes up more than 25% and buildings 
where one or two tenants make up the majority of space. 

Location will be key and expect a focus on CBDs and strong suburban markets. Life companies will target 
major MSAs with job growth, including Denver, Chicago, Seattle, Phoenix, San Francisco, Charlotte, N.C., 
Houston and Austin, Texas. 
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BANKS, LENDERS & EQUITY PROVIDERS 
(Supplemental to the Directory) 
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Arbor Commercial Mortgage: 375 Park Ave., Suite 3401, New York, NY 10152. Stephen York, VP, (212) 389-6550. 
syork@arbor.com 

BB&T Real Estate Funding: 300 S. Wacker Drive, Suite 1650, Chicago, IL 60606. Kirk Booher, SVP, (312) 566-9789. 
kbooher@bbtrefunding.com 

Bofl Federal Bank: 220 Newport Center Drive, Suite 11-268, Newport Beach, CA 92660. David Boyles, Business 
Development Regional Manager~Income Property Lending, (949) 244-8614. dboyles@bofifederalbank.com 

BRT Realty Trust: 60 Cutter Mill Road, Suite 303, Great Neck, NY 11021. Mitch Gould, EVP, (516)773-2712. 
mitch@brtrealty .com 

Centerline Capital Group: 18300 Von Karman Ave., Suite 600, Irvine, CA 92612. Rick Warren, Managing Director, 
(949) 221-6684. rwarren@centerline.com 

Chase Commercial Term Lending: 3 Park Plaza, lOth Floor, Irvine, CA 92614. Edward Ely, West Regional Manager, 
(949) 833-4035. Gregory Newman, Central Regional Manager, (949} 833-4001. edward.ely@chase.com; 
gregory.newman@chase.com. (New York Office): 277 Park Ave., 22"d Floor, New York, NY I 0172. 
Jason Pendergist, East Regional Manager, (212) 270-1859. jason.pendergist@chase.com 

Commercial Capital: 367 Athens Highway, Suite 600, Loganville, GA 30052. Brian Peart, President, (770) 908-1672. 
inhousebrian@gmail.com 

JCR Capital: 1225 17th St., Suite 1850, Denver, CO 80202. Jay Rollins, Managing Principal, (303) 531-0202. 
jayrollins@jcrcapital.com 

Lone Oak Fund: 11611 San Vicente Blvd., Suite 640, Los Angeles, CA 90049. Alexa Mizrahi, Loan Originator, 
(310) 826-2888, Ext. 16. alexa@Ioneoakfund.com 

Mesa West Capital: 11755 Wilshire Blvd., Suite 2100, Los Angeles, CA 90025. Steve Fried, Principal, (31 0) 806-6305. 
sfried@mesawestcapital.com 

Morrison Street Real Estate Capital: 121 S.W. Morrison St., Suite 1875, Portland, OR 97204. Justin Dennett, SVP, 
(503) 952-0794. jdennett@morrisonstreetcapital.com 

NXT Capital: 1300 Ridenour Blvd., Suite 100, Kennesaw, GA 30152. Kevin Rostowsky, Senior Managing Director, 
(770) 883-5445. kevin.rostowsky@nxtcapital.com 

Opus Bank: 19900 MacArthur Blvd., 12th Floor, Irvine, CA 92612. Dan Borland, President-Commercial Real Estate Banking, 
(949) 251-8177. dborland@opusbank.com 

ReadyCap Commercial: 114 Pacifica, Suite 400, Irvine, CA 92618. Elizabeth Braman, Chief Production Officer, 
(949) 491-8077. elizabeth. braman@readycapcommercial.com 

Revere Capital: 20 Ketchum St., Suite 100, West Point, CT 06880. Clark Briner, Partner/Managing Director, (203) 424-0888. 
cbriner@reverecapital.com 

Security National Capital: 5300 South 360 West, Suite 350, Salt Lake City, UT 84123. Henry Kesler, VP, (801) 287-8316. 
henry .kesler@securitynational.com 

Terra Capital: 805 Third Ave., Eighth Floor, New York, NY 10022. Dan Cooperman, Managing Director/Head of Originations, 
(212) 753-5100. dcooperman@tcp-us.com 

Torchlight Investors: 230 Park Ave., 12th Floor, New York, NY 10169. Michael Butz, SVP-Loan Origination & Acquisition, 
(212) 488-5616. mbutz@torchlightinvestors.com 
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MARKET OPENS FOR SUB-$5M MULTIFAMILY LOANS 
. · .. 

Strong competition for large deals Will push more entrants into the small balance multifarriily loan space. 
Leverage will reach 80%; most deals will be 70% to 75%. Cash-:out refis will land at 60% to 65%. 
Borrowers will see 3% to 5% rates and DSC will start at 1.25x to 1.30x. Lenders will want to see 10% of 
the loan amount or nine months of payments in liquidity. Metros with a population of at least 100,000 will 
be targeted. Properties will need a minimum of20 units. Watch for lenders to scrutinize the borrower 
more than ever before, especially the track record and cash flow~ 

Expect Chase to be one of the most active lenders with sub-$5M multifamily loans. Leverage will be 
up to 75%. The bank will be flexible and provide adjustable-rate and five- to 10-year, fixed-rate loans. 
Chase looks closely at the experience of the operator and works with all properties, including Class B- and 
C assets. Older assets will need recourse. DSC in major rent <;:ontrolled markets will be as low as 1.15x. 
Other major banks, including Wells Fargo will also be bullish on small multifamily loans. Conduits such 
as Cantor Fitzgerald, Wells Fargo and Citi will be active with 8% to 9% debt yields and 5.25% rates. 

Regional banks such as Presidential Bank, Flushing Bank, Northeast Community Bank and Empire 
National Bank will provide 3% to 5.25% rates. Leverage should inch up to 80% in the near term. 
Banks will begin to be flexible with recourse. Look for five- to seven-year loans, deals beyond seven years 
will need swaps. Bofl Federal Bank will allocate loans as low as $500K with 65% to 75% leverage. 
Loans under $3M will require full recourse. Class B- and below assets in strong markets will be in the 
cards. Rates will be mid- to high 3% range. Bofl originates hybrid loans, which will be fixed for the first 
five years then see six-month adjustable rates for the balance of the term. 

Life companies, including Ohio National, Ameritas, Stancorp., Advantus and RiverSource will be 
aggressive on smaller loans with up to 75% leverage. Look for 1 0-year terms and 20- to 25-year 
amortizations. DSC will be 1.25x and most loans will be non recourse. Rates will be 4.5% to 5%. 
Keep an eye out for more life companies to enter secondary markets next year. Properties with at least 
20 units will be preferred. 

Fannie Mae lenders will be active on deals under $5M. Centerline Capital Group allocates loans as low 
as $1M for multifamily with up to 80% leverage. Rates will be 4.85% to 5.2%. Class B properties with 
strong sponsors and assets in secondary and tertiary markets will be targeted. DSC will be 1.25x and 
above. Most loans will possess seven- to 1 0-year, non-recourse terms and 30-year amortization. Keep an 
eye out for Centerline to start considering loans under $5M for other property types. Arbor Commercial 
Mortgage will allocate loans starting at $1M for Class Band C properties. Leverage will top out at 80% 
and expect 1.25x DSC. Seven- and 10-year, non-recourse loans will see 4.5% to 5.25% rates. Private 
lender Commercial Capital will also be aggressive with a $lOOK minimum. 
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