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&
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The big numbers
Rates on the rise, transaction volumes on the 

decline, and out of control inflation made the real 
estate debt headlines over the past two months
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“Frankly, the 
events of the 

last few months 
around the world 

have made it more 
difficult for us to 
achieve what we 
want, which is 2 
percent inflation 

and a strong labor 
market”

Federal Reserve 
chair Jerome 

Powell, discussing 
the central bank’s 
efforts to reduce 

inflation

“Borrowers really 
want the prepay 

flexibility that 
floating rate loans 
provide. They do 
not want to lock 

in a fixed rate and 
then pay a big 

penalty when they 
reposition the 

property”

Kara McShane, 
head of 

commercial real 
estate at Wells 

Fargo, on why the 
bank’s pipeline is 
heavily weighted 
toward floating-
rate originations

3.4%
Yield on the benchmark US Treasury on June 
14, an 11-year high that has since declined to 

the range of 2.8%, per the Federal Reserve

75bps
Amount the Federal Reserve increased interest rates to 

fight inflation in June, with a similar hike expected in July 
and a 50-basis point hike expected for September

$1.3trn
Capital invested into commercial real estate in 
cities around the world in 2021, a 59% increase 

over 2020, according to the Savills Resilient Cities 
Index, published in July

$2.9bn
Total capital raised for Bridge Investment Group’s 

fourth commercial real estate debt fund, Bridge Debt 
Strategies Fund IV, which closed in June and was the 
Salt Lake City manager’s largest debt vehicle to date

$45bn
Amount of commercial real estate transaction activity 
completed through the end of May, per MSCI data, a 

3% increase from the same period in 2021

$25bn
Size of a new affordable housing investment program launched in New 
York, aimed at building more housing in the city’s outer boroughs at a 

time when more lenders are looking at the sector

with adequate expertise and 
advanced technological know-how 
stand to benefit from the deep 
ongoing transformation of the Italian 
distressed market.”

The ability to handle an influx of 
these loans is based on developing 
integrated and scalable platforms. 
And there are broader applications 
of this process to the US market. 
“Technology, digitalization, data 
management, coupled with early 
intervention in company crisis are 
key elements for facing the next 
NPE wave. We are expecting €90 
billion of new NPE inflows in the 
banking system in the next three 
years, mainly coming from SMEs 
belonging to the sectors most 
affected by the crisis,” Serrini notes. 

Data sets
Understanding how an asset fits 
into a broader portfolio and how 
it is performing in real time is 
also important to being able to 
underwrite loans effectively. This is 
especially important in fast-moving 
sectors like multifamily. 

“The asset class has proven to 
be pretty recession-proof,” says 
Jacqueline Meagher, a director of 
capital markets at JLL in Boston. 
“One thing that is interesting about 
the sector is that you’re constantly 
changing the tenant base – you 
get to re-set rents and the asset on 
an annual basis. They’ll be more 
aggressive going in, even if it means 
negative leverage, because they can 
get to those leases quickly.”

Felix Gutinov, head of originations 
at Thorofare Capital, believes there is 
a light at the end of the tunnel.

“Although there are unavoidable 
inflationary pressures on many 
development projects across 
the country, a significant amount 
of construction debt and equity 
financings are still closing in 
desirable markets that demonstrate 
resiliency,” he says. n
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Indices New performance 
benchmark draws closer to launch

The next evolution of the debt 
fund space may fi nd its root 
in a still-developing index 

being jointly created by the National 
Council of Real Estate Investment 
Fiduciaries and the Commercial 
Real Estate Finance Council, 
Randy Plavajka writes.

The duo of industry-representing 
associations are entering their third 
year of co-development on the 
commercial real estate landscape’s 
fi rst debt fund index and drawing 
closer to a full launch as the 
proposed benchmarking tool goes 
through further testing – and tries to 
attract a handful more of new debt 
fund participants. The move toward 
a formalized index comes as more 
institutional investors are turning 
toward debt strategies, with just 
under $30 billion raised in 2021.

Lisa Pendergast, executive director 
of CREFC, says there is still signifi cant 
growth to be realized in debt assets 
under management given the 
returns registered by such funds 
in recent years. “However, there is 
currently no fund-level debt fund 
index that can be used by investors 
to benchmark performance,” 
Pendergast says in an interview with 
Drew Fung, managing director and 

debt fund portfolio manager at 
Clarion Partners, who is part of the 
effort to develop the index. “This 
is perhaps surprising given the 
abundance of indices available to 
investors to benchmark performance 
of various other asset classes.”

The index would provide extra 
transparency for investors conducting 
due diligence around return 
generation and potential risks and 
rewards, a key to unleashing expected 
growth for the sector. 

“As in many things, the devil is 
in the details,” says Pendergast. 
“It’s vital that the index allows for 
a like-to-like comparison and well 
identifi es the varied investment 
strategies in the market today – think 
core, core-plus, value-add, etc – 
which are well-worn terms in equity 

real estate circles but not widely 
used in the debt fund sector.”

Respectable returns
According to CREFC, early data 
shows CRE-focused debt funds 
logged performance results only 
slightly below that of equity funds 
from 2014 to 2020 and did so with far 
less return volatility and less risk. 

Pendergast says such performance 
should prove attractive to those who 
currently do not have a permanent 
capital allocation to CRE debt and 
provide a measuring stick to support 
future allocations to the asset class. 

“The benefi t of a new index for 
debt is the ability to develop a more 
bespoke performance measure for 
open-end funds that deploy capital 
across a variety of CRE-focused debt 
vehicles, such as fi rst and second 
mortgages, bridge and mezzanine 
loans, and preferred equity,” 
Pendergast says. “There simply is 
no index today that captures the 
strategies and debt instruments that 
comprise today’s debt fund activity.”

Pendergast and Fung say CREFC 
is now working on gathering 
additional investor support and 
manager participation as well as the 
development of industry reporting 
standards to bolster and hasten the 
index’s development.

While timing of the launch is 
tough to pinpoint at present, the two 
note that almost a year was spent 
in developing a framework for the 
index, determining what to track, 
how to track it and what to report. 

Pendergast and Fung say the latest 
effort to develop a debt fund index is 
not done yet – the organizations will 
be focused on the project for some 
time. “That said, both traditional 
balance sheet lenders and the 
structured fi nance capital markets 
continue to provide institutional 
investors with highly liquid options 
for investing in commercial and 
multifamily real estate,” they noted. n
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“ It’s vital that the 
index... identifi es the 
varied investment 
strategies in the 
market today ”
Lisa Pendergast
Commercial Real Estate Finance Council
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Lending ING Real Estate goes
for the green

ING Real Estate is sourcing 
and incentivizing more green 
lending deals, with institutional 

and sponsor demand for the 
opportunities gaining traction 
stateside, Randy Plavajka writes.

The Dutch bank, which is also an 
active US commercial real estate 
lender, has updated its priorities 
to look at more green lending 
opportunities in sectors such 
as multifamily, student housing, 
logistics, retail and life sciences after 
being heavily focused toward green 
offi ce deals before the onset of covid.

Jeffrey Schwartz, a relationship 
manager and deal principal on the 
bank’s real estate fi nance team, 
says there has been a preference 
among tenants and investors for 
better, more effi cient assets carrying 
green certifi cations – such as LEED 
or NGBS – and the preference is 
refl ected in the bank’s lending 
targets across all asset classes.

ING Real Estate aims for LEED 
Gold assets or better to consider a 
deal as a green loan, and the fi rm’s 
ongoing strategy is to bolster its 
portfolio with more such activity, 
even bringing in incentives as 
needed to enshrine the green status 
of a given asset.

Life sciences is one sector more 
abundant in opportunities now. 
Schwartz says the assets perform 
and fundamentals remain strong 
in key markets such as San Diego, 
the greater Boston area and 
Philadelphia, where ING has interest 
in carving out more new business.

As part of its strategy, ING looks 
for buildings with potential to 
become greener either through 
certifi cation or upgrades, in the 
case of ‘brown’ buildings lacking in 
proper ESG components. Schwartz 

“ We saw an 
opportunity to be 
innovative and try 
to bring [incentives] 
into our discussions 
with our clients ”
Jeffrey Schwartz, ING Real Estate

says ING’s incentive takes different 
forms, whether offering more 
favorable interest spreads as green 
commitment goals are achieved 
or potential earn-outs when those 
milestones are met.

Innovation incentive 
“We saw an opportunity to 
become innovative and try to bring 
[incentives] into our discussions with 
our clients, who are also focused on 
it,” Schwartz says. 

ING tends to shy away from 
older assets and instead aims for 
best-in-class assets, which Schwartz 
says may already carry a green 

building certifi cate. “From a credit 
perspective, we just see [best-in-
class assets] in higher demand 
from the ultimate occupiers that are 
demanding [green certifi cation]. 
Even in a rental, they want to make 
sure that the building is [performing] 
from an energy effi ciency 
standpoint; it’s really dictating the 
designs going forward.”

Fannie Mae and Freddie Mac 
are also tempting more business 
into the US green lending space by 
giving incentives to borrowers that 
measure up to select KPIs around 
effi ciency and energy usage.

ING is also looking at affordable 
housing as a potential opportunity 
to bring in new green loan business 
through a socially focused angle. 

Affordable housing requires more 
delicacy when structuring terms 
from the social lens. Schwartz says 
investors are often responsible 
for maximizing returns and if a 
lender is placing restrictions on 
maximum rents able to be charged, 
it ultimately affects returns. “It’s trying 
to fi nd a balance that still is doing 
good and creating a potential home 
for an underserved market, while 
still making the project work from an 
economic perspective.”

Diversity and inclusion are also 
factoring into ING’s thought process 
around issuing more ESG loans from 
the social lens. Schwartz says the 
bank is trying to fi gure out how such 
elements parlay into management 
team composition and managing 
diversity and inclusion at the 
borrower level.

Schwartz says the challenge for 
completing more green loans overall 
is getting clients to focus on such 
activity in the US market. At present, 
ING’s green deal momentum is 
fueled in part by repeat business. 
Last year, the bank signed three 
sustainability-linked deals with one 
client, and has totaled six other 
green deals with another. n
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Advisers Marcus & Millichap sees 
opportunities in market slowdown

Marcus & Millichap Capital 
Corporation is fi nding 
its advisory and capital 

sourcing services are in higher 
demand as capital providers are 
dialing back lending efforts due 
to increased market volatility, 
Randy Plavajka writes.

Evan Denner, executive vice 
president and head of business for 
the Calabasas, California-based 
capital solutions provider, says 
some lenders are hitting the pause 
button or dipping in and out of 
the market as interest rate hikes, 
infl ation and hesitancy from a 
potential recessionary environment 
take their toll. The shift, however, 
hasn’t changed the fi rm’s core 
approach.

“For us, it is really business as 
usual,” Denner says. “We have just 
dug our feet in deeper to make 
sure our clients are getting the best 
possible outcome, and whether that 
is proceeds, whether it is structure, 
whether it is carve-outs, we are just 
having to dig in more.”

The fi rm is seeing differing 
amounts of liquidity from different 
types of lenders. Denner notes 
that lenders who tap warehouse 
facilities, fi nance themselves 
through the CLO market and 
use other securitization markets 
are having a more diffi cult time 
navigating the market compared 
with their banking and credit union 
colleagues.

“The other thing that we are 
fi nding is a lot of borrowers that 
had and have direct relationships 
with capital sources are now calling 
us much more because either their 
lender said ‘We are out, we are 
sitting on the sidelines,’” Denner 
says, noting in some cases loan 

provisions are also shifting to more 
defensive approaches. “This is 
just market volatility and lenders 
are doing what they have to and 
really what they should be doing. I 
understand why and it just means 
we are working harder on the 
weekends.”

Stable fundamentals
Compared with six months ago, 
M&MCC is seeing more credit 
departments slowing down or 
hanging out on the sidelines to wait 
out the volatility. Denner says the 
gyration in and out of lending can 
unintentionally cause angst among 
originators, prospective clients and 
borrowers. 

Denner says the fundamentals 
of the commercial real estate debt 

“ We have just dug 
our feet in deeper to 
make sure our clients 
are getting the best 
possible outcome ”
Evan Denner
Marcus & Millichap Capital Corporation

landscape have to be separated 
from the fi nancial markets 
themselves, noting generally 
fundamentals from 90 or 120 days 
ago to today have not changed 
much.

“[For] the asset classes that were 
in favor four months ago, very little 
has changed, and [for] the asset 
classes that were out of favor, four 
months ago, little has changed,” 
Denner says. “What has changed is 
that when those assets are trading 
at very tight cap rates and rates 
have moved the way they have 
moved, now the deals start to make 
less sense or no sense, but it is not 
the fundamentals that changed, it is 
the pricing.”

M&MCC has ratcheted up its 
client engagement in order to help 
mitigate any uneasiness stemming 
from the changing environment. 
Denner says his team is working 
more weekends and connecting 
with clients when they have 
downtime to chat about the markets 
as opposed to specifi c transaction 
activity.

“We have a lot of prospective 
clients now reaching out and asking 
for advice and [for us] to represent 
them because they are in the 
middle of an acquisition, they have 
got money hard, they have to close 
and they need us to make and clear 
the market for them immediately,” 
Denner says.

Outside standard business, 
Denner explains that M&MCC 
is active in hiring mid-level and 
experienced originators across 
the country to stack its talent 
pool. The fi rm is also interested 
in acquiring capital markets 
and advisory companies to fuel 
additional growth. “Our strategy, 
in terms of how we work with and 
represent clients, has not changed 
and our growth strategy also has 
not changed; you have to just work 
through the volatility.” n
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Sectors Underwriting multifamily 
in a time of infl ation

The red-hot US multifamily 
sector has so far weathered 
the current economic 

dislocation with aplomb, but lenders 
are urging caution as infl ation and 
interest rates rise and rents brush 
with the upper end of their registers, 
writes Randy Plavajka.

For multifamily lenders, this has 
so far meant tweaks including more 
cautious underwriting from banks 
and considerable spikes in interest 
reserve accounts.

Chris Moore, managing director 
of capital markets and hedging 
at Kennett Square, Pennsylvania-
based advisory Chatham Financial, 
says the current environment is 
unprecedented regarding how 
dramatically pricing across the 
commercial real estate debt 
landscape has gone up in the last 
six months across all asset classes. 
“There’s this question about how 
much longer pricing can go up in 
the multifamily space,” he says.

Tingting Zhang, founder and 
CEO of the El Segundo, California-
based commercial real estate credit 
manager TerraCotta Group, says 
that, in a standard environment, 
multifamily rental prices are 
supposed to be able to catch up 
and match infl ation more effi ciently 
compared to the offi ce sector.

“The curve will come down if 
infl ation continues, because at a 
certain point the affordability factor 
kicks in,” Zhang says. “There’s only 
so much that the tenant can pay.” 
She notes the current multifamily 
market has become more interesting 
because rental affordability has 
taken on a great deal of variation 
across different geographies 
wherein only some still have room 
for growth.

“When rents are not increasing, 
the cap rate is going to expand,” 
Zhang says. “We actually see that 
in some of the Sunbelt markets. 
Although there’s still greater demand 
for multifamily space, signifi cant 
growth in rents in recent years has 
undermined the affordability factor 
in the infl ationary environment. This 
may not be a good thing.”

Stalled deals?
While the conventional wisdom 
is that dealfl ow is not likely to be 
stalled in the short term on account 
of current supply or decreased 
tolerance from tenants to keep up 
with rising rents, the constant hunt 

“ The curve will 
come down if 
infl ation continues, 
because at a 
certain point the 
affordability factor 
kicks in ”
Tingting Zhang
TerraCotta Group

among lenders for premier assets 
– especially in Sunbelt markets – 
does make for a more complex 
environment where even the most 
senior specialists only want to bet 
on properties with every tailwind in 
support of a potential deal.

William Colgan, partner at New 
Jersey-based real estate manager 
CHA Partners overseeing the fi rm’s 
capital stack, says more caution 
is expected when looking at the 
increase in construction costs and 
subsequently the deliverance of new 
products. 

Colgan believes there will be a 
slight slowdown in the multifamily 
landscape. “Covid-19 caused 
a supply side shock as material 
production was halted and a lot 
of folks were left competing over 
the limited supply of goods, which 
led to high infl ation. However, we 
believe the imbalance is being 
corrected as production has 
ramped up and there is a demand-
side slowdown as underwriting 
projects have become more diffi cult 
with price uncertainty and interest 
rate hikes,” he says.

The interest rate hikes being 
rolled out by the US Federal Reserve 
to try and taper infl ation have not 
added direct wind to the multifamily 
sails. After a 75-basis-point hike in 
June and the prospect of another 
in July, Colgan says the rosy sky 
assumptions must be adjusted to 
account for unknowns still at play.

Colgan says moving on more 
deals in the current environment 
will require greater scrutiny around 
development yields and increasing 
project costs. “You’re going to need 
a lot more NOI on a given project for 
it to make sense to move forward,” 
he says, adding that his fi rm has 
started to see cap rates creep up 
as fi rms update underwriting and 
factor in the interest rate hikes on a 
go-forward basis, even if they are a 
relatively low-leverage borrower. n
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Strategy How PGIM is calibrating 
against choppiness

PGIM Real Estate is dialing up 
its focus for the second half 
of 2022 on multifamily and 

alternative lending opportunities 
in order to weather choppy market 
conditions brought on by infl ation, 
continual interest rate hikes and 
looming recessionary conditions, 
Randy Plavajka writes.

Lee Menifee, head of Americas 
investment research at the Madison, 
New Jersey-based manager, says 
the current lending environment is 
more interesting and challenging 
than in prior quarters as macro 
headwinds taper lender activity.

“We know that the investment 
environment has changed from 
both a debt and equity perspective, 
and it has changed very quickly – just 
in the last six months – and we know 
that there’s a reset in real estate 
markets,” Menifee says. “What we’re 
really emphasizing here is we don’t 
know what the next six months or 12 
months are going to bring.”

The fi rm has concerns about asset 

returns via the use of leverage, and 
leverage is no longer accretive.”

Looking at PGIM’s transactions and 
the broader landscape, Menifee says 
the fi rm has seen the debtor pool 
thin because of the reduced amount 
and frequency of highly levered 
buyers participating in transactions. 
Deals now take a little longer to 
get done, which he says indicates a 
healthier market than iterations prior. 
“It’s marginally better to be a buyer 
than a seller as compared to then.”

Menifee says that, while the rise in 
rates has garnered the most press, 
what is not getting much coverage 
comparatively is the reduction in 
proceeds attainable now. “That’s 
changing the landscape as well, 
because buyers are looking for 
highly leveraged loans,” he says. “We 
have seen lenders be much more 
cautious about their loan-to-value 
ratios and that has been true across 
really all sources of lending.”

The reticence from lenders has 
a twofold effect for PGIM. Menifee 
says the lending environment is 
better now for senior lenders amid 
higher rates. Meanwhile, to the 
extent that loan issuers don’t need to 
offer exceedingly high loan-to-value 
terms, risk-adjusted returns are better 
despite tightened spreads. 

“The other part is, that opens up 
even more of the gap in fi nancing 
between where the equity and the 
senior debt is,” he says, noting such 
gaps have widened substantially. 
“And while there are providers of that 
capital, not all those providers have 
that capital or are themselves as well 
capitalized as they should be, some 
of them also rely on borrowers.”

Menifee says to the extent there is 
an opportunity in the gap fi nancing 
realm, conditions now are better 
than a year ago, and it is more 
interesting for PGIM to participate in 
preferred equity or mezzanine deals 
because the risk-adjusted returns 
line up with the fi rm’s standards. n

values across the spectrum, with 
PGIM digging into the topic in its 
most recent global outlook to better 
identify structural trends.

“I think of this year’s global outlook 
as being very little about what to do 
because of what’s going to happen 
in the next six months and much 
more about what’s going to happen 
in the next six to 10 years,” Menifee 
says. “So, we know it is a tricky 
environment to deploy capital.”

Lay of the land
Like other lenders, PGIM is 
maintaining conviction around the 
residential market. 

“With interest rates and 
borrowing costs now above yields 
in a lot of the housing markets and 
multifamily markets, that obviously 
changes the equation for a lot 
of investors,” Menifee says. “And 
what we’ve seen is the exit of, or at 
least a pause [among], a lot of the 
highly leveraged buyers who are 
manufacturing higher-than-core 
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Appointments Hires and promotions that mattered 
in the US commercial real estate debt markets 

 Greystone 
Hafize Gaye Erkan has come 
on board at Greystone as chief 
executive, succeeding Steve 
Rosenberg. This move takes place 
as the New York-based investment 
manager and adviser looks to 
expand its core commercial, 
multifamily real estate lending and 
capital markets business. Erkan, who 
joins from First Republic Bank, where 
she was co-CEO and president, will 
report to Rosenberg. 

Rosenberg, who is retaining 
his responsibilities as executive 
chair of Greystone’s board, said 
Erkan will drive the next generation 
of Greystone’s investment and 
innovation opportunities, including 
the pursuit of organic and inorganic 
growth opportunities, while working 
together on talent investments for 
the core commercial and multifamily 
real estate lending and capital 
markets business lines. 

Pembrook

John Malysa, a veteran 
commercial real estate credit 
player, has joined Stuart Boesky’s 
Pembrook Capital Management 
as a managing director to focus 
on underwriting, oversee asset 
management, and serve as a 
member of the New York-based 
bridge lender’s investment 
committee. Malysa joins from 
Macquarie Infrastructure and Real 
Assets’ private credit real estate 
debt platform, which he built from 
the ground up. He also filled a 
senior role at CIBC World Markets, where he was a managing director 
and head of CMBS securitization and distribution. 

 US Bank   
US Bank has appointed Tony 
Janssen to lead a newly formed 
commercial real estate team that 
will provide bespoke loans to mid-
market borrowers. The St Louis-
based new team will complement 
an existing lending platform geared 
toward larger transactions and target 
an underserved area, said Hassan 
Salem, head of commercial banking. 
Janssen is a 17-year veteran of US 
Bank.

 CBRE
Rachel Vinson has been named 
president of debt and structured 
finance at CBRE, with a mandate 
to lead its US debt and structured 
finance business, which last year 
closed $80 billion in loans. Brian 
Stoffers, CBRE’s global president 
of debt and structured finance, 
said Vinson will be a key part of the 
firm’s plan to grow this aspect of 

the US business. Vinson steps over 
from leading CBRE’s global Capital 
Markets business, and before that, 
CBRE’s Americas Advisory Finance 
organization. Prior to joining CBRE 
in 2019, she spent six years with 
Barings Multifamily Capital.  

 Oak Real Estate                  
Partners
Brook Scardina has joined Oak 
Real Estate Partners as a managing 
partner and director of capital 
markets and investments, a role 
that helps the firm better market 
its commercial real estate debt 
products to institutional investors. 
The move comes as the small-
balance-sheet credit manager 
launched its first institutional 
investor-focused fund, the $500 
million Oak Institutional Credit 
Solutions. Scardina joins from 
Crescent Wealth Advisory, where 
he worked with the Georgia Tech 
Foundation, UNC Management 
Company and the UPS Retirement 
and Pension plans.   

 MetLife 
David Politano has taken the top 
real estate debt post at MetLife 
Investment Management, following 
the retirement of Gary Otten from 
the role. He has spent 27 years at 
MIM and MetLife and most recently 
led the New York-based manager’s 
international platform, north-east 
region and real estate capital 
markets group with MIM’s real estate 
division. Politano began the new 
role in May and reports to Robert 
Merck, global head of real estate and 
agricultural finance at MIM. n
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Financing the
future

T
he global commercial real estate market is facing generational volatility as 

rises, and asset classes once considered mainstays are now facing severe 

challenges. There is also a sense of foreboding that the amount of distress will 

start to rise substantially in the coming months.

But there are some bright lights. Jonathan Pollack, a senior managing 

Real Estate Capital USA 

understanding that the commercial 

real estate market of tomorrow will be 

There is also a sense that in every 

Tammy Jones, founder and CEO of 

struggles. 

 Real Estate Capital USA follows how this all unfolds and 

12 months.

“ There is also a 

sense that in every 

downturn, there is 

opportunity ”

Samantha Rowan
samantha.r@peimedia.com

Samantha Rowan

mailto:samantha.r@peimedia.com
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 Analysis

Single vision
Basis Investment Group founder 

and chief executive Tammy Jones tells 
Samantha Rowan how she is 

scaling the fi rm and 
preparing for 

the future

and chief executive Tammy Jones tells 

T
tells Real Estate Capital USA.
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the country, as well as sovereign wealth 

successful track record that is African 

adds.
“We are the only agency lender that 

has a license that is African American 

been easy, but we are really on a good 
trajectory. The focus for us is to create 

Fundraising milestones

ond commingled fund in June, raising 

tal size of the vehicle.
“When you look at a successful 

to come in, and you certainly want to 

Jones says. “We have been investing 

Launching a new fund during the 

municating with investors, it would be 

would have to go back an increase our 

allocation. Every investor from fund 

Zoom, which demonstrated some 

While historically, much of this 

son, working through Zoom in 

are in an evolving and changing 

cess, this technology has made it more 

“I wanted to create a company                    
that would be diff erent than other 
commercial real estate companies – 

one that valued diversity, equity and                
inclusion and employed the most                                                    

talented, diverse people”
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is also a general sense of caution, and 
borrowers are worried about their 

tunity, then they may have 

markets were frozen.

market are more challenging 

equity because returns are harder to 

that dequity can actually be accretive 
to the equity as you look for creative 

The DNA of ESG

cial real estate.

women and very rarely saw African 

With this understanding, Jones set 

minorities, and now we have invested 

about measurable targets we have hit. 

versity, and understand the 
environmental risks within 

And while ESG risks 

bottom line, just like having an agency 

Jones notes.

with, and asking the right questions, 

ers are beginning to do the same. We 

n

“We’re trying to show 
folks that dequity can 
actually be accretive to 

the equity as you look for 
creative ways to build a 

capital stack”





Cover story

I mercial real estate market. As it 
navigates through the end of a 

od of generational volatility stemming 

Real Es-
tate Capital USA in early June, Pollack 

an understanding that the commercial 
real estate market of tomorrow will be 

today.
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largest increase to the Federal Funds 

meeting. But there are more factors to 
consider than just looking at the num
bers, Pollack says.

would be the dominant headline for an 

much more than that going on in the 

which is not only a humanitarian crisis, 

shrinking their balance sheets. All of 

viduals and businesses, and contribute 
to a great deal of volatility and uncer

Investment approach

ticularly in its real estate debt business, 

Pollack says.
“That is job number one, and in or

der for us to achieve that, we have to be
lieve that the value of the real estate will 
grow, and this has to do with the mod

“Being a transitional lender was very 

“We can talk about real estate fun

Pollack says. “We have access to tre
mendous data, and incredible asset 

investment team in real time so that 
we can make decisions about new in

very conservative views of the attach

or in securities, where we have a very 

looking at the instrument and underly
ing real estate and asking, ‘Are we at a 

estate investment trust, and the real 

crisis, because, at the time, one of the 
biggest challenges our sector faced was 

ers and the equity investors have done a 

in almost all the investments it makes 
across its strategies. “We do not have 

US inflation rate, June 2021-May 2022 (%)

Source: US Bureau of Labor Statistics

Jun ‘21 Jul Aug Sep Oct Nov Dec Jan ‘22 Feb Mar Apr May
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cent months. Looking ahead, we feel 

turn side as central banks have raised 
base rates, trying to slow growth and 

Driving growth

has been focused on what it believes are 
fundamental drivers of growth, and the 

“We own a lot of industrial, mul

fundamentals in those areas are strong 

tionary environment. Being in markets 

ment of real estate is one of the most 

seeing the creativity that goes into it is 

for real estate to be in transformation 

Building a career

by working in London.

worked with sales teams and our trad

on my own. Being thrown into that 

the team at Blackstone is bringing 
along the rising generation of lenders. 

organization to let the organization 
make decisions and just go along for the 

further hone his ability to think inde

Deutsche Bank, when he moved to 

moving abroad to work with new sen

build the business. 

Pollack says. “Getting that chance at a 

from the beginning, was an incredible 

to how you go about building a business 
and how to think about all the various 

Global central bank rate increases as of June 16 (Basis points)

Source: New York Times
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don was invaluable to Pollack, who is 
now based in New York. “There is no 

broadens your thinking and gives you 

Pollack brought out this toolkit 

its global head of real estate debt and 

bring those things to bear every single 

day, thinking commercially and with an 

Pollack says. 

stone Real Estate Debt Strategies, 

mentors when he joined the business. 

global head of the Structured Finance 

team, Pollack says, has been key to the 

“We’re consistently looking 
at the instrument and 
underlying real estate 
and asking, ‘Are we at a 
comfortable attachment 
point?’”

Blackstone 
launches 
Blackstone Real 
Estate Debt 
Strategies 

Acquires 
Capital Trust

Launches a 
new IPO of 
Capital Trust 
as Blackstone 
Mortgage Trust

Acquires GE 
Capital Real 
Estate’s loan 
portfolio, 
substantially 
increasing its 
loan book

Announces a 
transaction with 
AIG through 
which BREDS 
would manage 
a portion of 
the insurance 
company’s 
capital

Manages a 
global debt 
business, 
with offi ces 
in New York, 
Los Angeles, 
London and 
Sydney, and 
assets under 
management of 
$55 billion

Timeline

Blackstone real estate debt 
milestones 

2015

2021

2013

2008

2012

2022
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says. “We ask the questions, ‘What are 

will the future look like, and how do 

Pollack and the rest of the senior 
managers at Blackstone are now work

organization learn how to be investors, 
learn how to think for themselves so 
that when they come to the conference 

Symbiotic data

scale is the ability to dig into data on 

industry in terms of data and analysis, 

argues Pollack.

thing else in the market nearby, where 

maybe have even owned those assets 

yourself out of trouble, there is nothing 

been able to build such a large business 
is there is a bigger ecosystem of work 

uity side. 

There is a broader ecosystem that 

been able to build a strong business be

Rising rates

rates rise.
“Normally when rates are ris

That is because when base rates are 

higher, total returns are therefore high

the volatility from all of those forces 

business, we have been able to buy safe 

tal structure to be focused closer to the 

is lending at a time when real estate 
debt has really become an institutional 

US Treasury rate, July 2021-June 2022 (%)

Source: St Louis Federal Reserve Bank
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senior mortgage loans that are almost 

more historically classic investor in 

notes.

BXMT originated a roughly $270 million loan to refinance 
debt on 799 Broadway, a newly constructed trophy office 
building in New York, on behalf of Columbia Property Trust.

Lending snapshot: 799 Broadway

the toolkit to address the market for 

The insurance business gives the 

borrower base. “We have more than 

ness with, and we are able to address 
their construction loan, transitional 

needs. Each of those gives us another 

and that allows us to steer away from 

Navigating a post-covid world

trants in the market, working to get its 

strictions.
“A lot of the normal baseline activ

ities around investing, including trave

one of the things we found culturally 
was that it was great for our team to get 
back to a rhythm instead of just being 

you see the vision and understand the 

lack says.
While there will always be individ

environment, there are drawbacks. 

they talk about an investment in a room 
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The city’s growth is paving the way for new 
lending opportunities, Randy Plavajka writes

Miami 
momentum

T of the southern Florida 

their workers is creating 

neighborhoods.

its economic value from tourism is 

seen more volatility as market cycles 

and subsequently attracted more banks, 
brokers, debt funds and alternative 

family and industrial deals in the area.  

damentals remain strong in southern 

strong in most major submarkets 

safe haven in South Florida, and when 

A smoother cycle

region has historically been a cyclical 

ing the social infrastructure, have made 

Cain is one of many commercial 

condominiums and multifamily were 
great but there was a vacuum among 

There are certain neighborhoods 

result of successful rezoning measures 

Greenberg cites The Gateway, a 
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online. 

tive investment manager has seen the 

ty to the residential market. 

Churchill Real Estate, which all issued 

Fargo remain active in the locale, too. 

rent growth in the Florida market 

kind of growth to continue.

Supply challenges

other Sunbelt metro areas.
“This rate environment gives us 

mane says. “We are less active on large 

navigate as a lender, and Benslimane 

Benslimane says Leste is bullish on 
the southern Florida market as a whole, 

says that, while rates have increased 

historically low and there is room for 
great deals still among the increased 

ket has matured over the last decade 

agers and traditional asset managers 

local base in Palm Beach.

ing a more sustainable economic base 

when evaluating the lending viability 

Beach counties all clocked in nearly a 

n

47% 
Increase in leasing activity seen 
in Florida’s offi ce sector in the 

fi rst quarter of 2022

64%
Class A offi ce tenants’ share of all 
leasing activity in the state in Q1

17%
Increase in rents for Class A 
offi ce space in Florida over 

the past two years

   Source: Cushman & Wakefi eld
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Randy Plavajka explores how conversions are 
spurring life sciences lending momentum

Change of space

S
ustained demand for life 

erties in major research 

cisco and Boston.
New research and lab creation, 

user demand and interest from lenders 

square feet of life sciences assets were 

version initiatives.

es sector has been steady alongside the 

and contributed more than half of the 

Akbar Tajani, managing director of 

in such locales.
“You do not want to be an outlier 

in the middle of nowhere in your own 

Widening portfolios

the characteristics we are talking about, 

mature and go from Series A to B to C 
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This emerging niche presents unique risks 
and opportunities for intrepid lenders, 

William Johnson writes

Five things to know about 
underwriting cannabis-
related real estate loans

A mercial real estate 
lenders see room to 

nation of commercial 

lowing for the sale of cannabis from 

tell Real Estate Capital USA.

 things lenders need to consider when 

1Hazy regulatory 
environment

states and the District of 

bis for individuals who are at least 21 
years old. These laws vary wildly from 

entrants. A key area of uncertainty is 

lines are looser.
“We have lobbyists, we have feet on 

the ground in all the states in which we 

where it believes it can be safer to be a 

States with looser regulations, such 
as California, tend to have a glut of 

US states that have legalized cannabis

Source: National Conference of State Legislators

those markets because there is a big 

2Structuring 
loans

There are several ways 

real estate loans, including origination 
loans collateralized by land or making 

tate Finance, a commercial mortgage 

to stay within conservative, advanced 
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3  On the 
sidelines

large lenders have started to look more 

still too many questions around state 
laws and licensing, and the lack of a 
federal framework, for banks to get 
comfortable.

“Banks want to lend in this market 

mainstream assets. But there are risks 
associated with a failing business that 

Banks and other lenders may have 

eration. 

says.

ist for contracts or loans are not easily 

tal for this market, are not constrained 

cause they are not subject to the tough 
monitoring environments the banks 

engaged in the cannabis industry are 

4Infl ation 
angle

ing a traditional commercial real estate 

and fraught with risks. 

are seeing.

is worth a lot more today than new 

construction, which is just going to be 

This economic turbulence could 

that we have higher interest rates and 

you are going to see some liquidations 
and consolidation at a much faster 

5No uniformity

ward cannabis legalization 

regulation anytime soon. The Safe 

What’s next?

active in this sector, the innovation and 

nabis is still a schedule one substance, 

n

“For me, there is 
a unique problem-
solving aspect to it”

ANTHONY ZEOLI 
Freeborn & Peters
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Samantha Rowan explores how lenders and borrowers
are accounting for ESG

Benchmarking impact

C
ommercial real estate 

ers are looking at ways 
to benchmark their 
loans and investments 

tor interest in and regulatory guidelines 
around green and sustainable strategies 

risks stemming from their businesses, 

ment Fiduciaries and the Pension Real 

PERE.
2021 Global 

Investor Intentions Survey

around green buildings, using more 
sustainable materials, and reducing 

tors that included energy usage. 

come innovative and bring that into 
our discussion with our clients, who 

erty that is green or to take it to the 

green incentives where the borrower 
is committing to go out and achieve 

LEED or the National Green Building 
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Opportunity knocks

according to Reid Thomas, a managing 

tors to benchmark their investments 
and track where the money is going.

believe they could be transformative, 
but this kind of transformation will 
take decades to achieve. We want to get 

related to these investments and if they 

be doing for investor motivations and 

great understanding of the connection 

viewed OZ investing in a favorable way, 
only about half said they understood the 

Lenders should be aware of the 

tunities that meet the target of virtually 
all focus areas in terms of asset class, 

rower and credit level. Lenders are also 

you can derive using normal economic 

ning. 

nology to really track the investment 
monies to make sure there is no fraud, 

Looking ahead

ble scores. Thomas believes this ability 

coming years. 

outcomes are likely to face increased 

managers to monitor and track the 

remove the burden solely from the 
lender. Fund managers need to tell 
their story and the investors want to 
ask questions or get information about 
what they really care about. You always 

n

“Lenders who claim 
to be enabling positive 
ESG outcomes are 
likely to face increased 
reporting and 
compliance mandates 
going forward”

REID THOMAS
JTC Americas





August/September 2022    •    Real Estate Capital USA    37

Analysis

Since the start of the year, the yield 

Real Estate Capital USA was 

tility this has caused for debt funds and 
lenders using warehouse lines, it has 
also caused consternation among bor

term rates.

things have been a bit more stable in 

be.

stabilization, but we are seeing more 
investors are getting comfortable with 

these new rates and there was a little 

this is not certain, but the consensus 

rate hike in June, there are strong signs 
of a similar rate hike in July and the 

our clients with our data and look 

says. “One thing to note is that 

year Treasury, rate hikes have 

curve. Whereas in the shorter end of 
the curve, we will continue to see con

Future forecast
JLL has been talking with lend
ers about what the coming weeks 

there is still uncertainty over 

where their rates were going to be 
and what they should be underwriting, 

where we have a strong regional bank

as quickly as the big money center banks 

and that seems to have leveled out and 

be bleak, the future is looking bright

n
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The commercial real estate debt and equity markets 
have seen a crush of activity in the industrial and 

multifamily sectors, Anna-Marie Beal writes

Against the herd:  
How lenders and debt 
investors are thinking 

differently

I
nvestment activity within the com
mercial real estate debt and equity 
markets has been on a swift current 
in recent years, with the bigger 

ward a few key sectors. 
Amid a record year of deal activity 

of which was focused on the multifami

While this kind of herd mentality 

much as you want to follow the herds, 

ey they need to do really big deals. But 

demand dynamics for housing, which 
are real and generational, says Brian 

$808bn
Total US CRE deal volume in 2021, 
according to Real Capital Analytics

Source: Real Capital Analytics 

2021 US transaction volumes and year-on-year growth, by sector
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certain markets are overinvested, and 

will not be deriving adequate returns in 

lenders and borrowers to think outside 

tion to new urban areas. 

you had migrations out of the larger 
urban areas… That creates value and 

chasing smaller deals with smaller 

that several years ago would have been 

Outside the herd

visors, thinks that the commercial real 

found value is ghost kitchens, which 

Stein says. “When we are all sitting 
at home, ordering from a restaurant, 
there is a good chance that the deliv

some industrial building. And the food 

There can be more creativity in the 

ing to be some sort of herd mentality, 

41%
Multifamily’s share of total US CRE 

deal volume in 2021

“The bottom line is 
you’ve got the leaders, 
and then you’ve got 
the followers” 

EMANUEL GRILLO
Allen & Overy

ure out how to get ahead of the curve. 

Where the herd is headed
Will Robson, global head of real estate 

lot that goes into understanding where 
the herd is headed. 

ability and the ability to understand the 
asset class and get comfortable with it is 

ers that can take more risk and make 

lenders and investors move in. “Then, 

 

data is driving the decisions of many 

“There is a real need to understand 

vestment banks and hedge funds lend 

n
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Capital watch Debt strategies abound 
in fi rst half of 2022

C ommercial real estate debt-
focused strategies gained 
signifi cant traction in the 

fi rst half of 2022, with 40 percent 
of the capital raised in the fi rst half 
of the year allocated to the sector. 
That level is an increase from last 
year, when debt strategies made up 
about 20 percent of all capital raised 
and 14 percent in 2020.

The rise in activity was driven by 
a number of substantial fundraises 
from managers that include 

Bridge Investment Group, Kayne 
Anderson Capital Advisors, Pretium 
Partners and Berkshire Residential 
Investments. All told, the managers 
raised $9.8 billion for debt strategies 
in the fi rst half of the year. 

The largest fund closed in the 
fi rst half of the year was Bridge’s 
fourth iteration of its debt strategy, 
Bridge Debt Strategies Fund IV. The 
Salt Lake City-based fi rm managed 
closed the fund with $2.9 billion 
of equity commitments and an 

investment strategy that will focus 
on originating fi rst mortgages, 
investing in Freddie Mac K-Series 
B-pieces and other commercial 
real estate backed debt, including 
commercial real estate CLOs. 
The fi rm closed the fund about 
two-and-a-half years after its 
predecessor, the $1.6 billion Debt 
Strategies III.

Other funds raised included 
Madison Realty Capital’s Madison 
Realty Capital Debt Fund V, which 
raised $2.08 billion and Kayne 
Anderson Real Estate Fund IV, a 
$1.88 billion offering from Kayne 
Anderson Capital Advisors.n
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 Number of funds closed

$2.9bn
Capital raised for 

Bridge Investment Group’s 
latest debt fund, closed in June

$9.8bn
Capital raised for debt-focused funds 

in the fi rst half of 2022
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Lending US transactions recorded between 
June and July 2022

Lender Borrower
Loan 

size ($m) Asset(s)
Debt 
adviser Other detail

July

NewPoint Real 
Estate Capital

Ascent Westminster 69.0 Ascent, a 255-unit apartment 
property in Westminster, Colorado

Carlton 
Group

The sponsor was able to lock in the HUD 
loan once the 2019 vintage property was 
stabilized. The property is close to Denver 
and Boulder

Fortress 
Investment Group

Forest Development 269.0 Nautilus 220, a planned condo 
development in Florida

Concord 
Summit 
Capital

The proposed property is located in Lake 
Park, Florida

Northwind Group SHVO 162.4 The Mandarin Oriental Residences 
in New York

Walker & 
Dunlop

The loan will be used to refinance existing 
debt and for any remaining construction 
costs that will allow the borrower to convert 
the former Gucci headquarters in New York

Churchill Real 
Estate

Omega Real Estate 
Management

100.0 The Gardens Residences, a 358-unit 
mid-rise apartment community in 
North Miami, Florida

Berkadia The property is located at 1155 Northeast 
126th Street, close to Biscayne Blvd

Thorofare Capital Undisclosed 
borrower

48.0 A 246-unit luxury apartment building 
in Houston, Texas

Concord 
Summit 
Capital 

The property is 92% leased

Knighthead 
Funding

Elmington Capital 29.0 A pair of class A office buildings in 
suburban Nashville

N/A The 180,000-square-foot property is located 
at 455 Duke Drive in Franklin. Loan proceeds 
will be used for tenant improvements

Greystone Chelsea Seniors I 11.6 Chelsea Senior Community, an 
age-restricted affordable housing 
community in Houston

N/A The property is comprised of five mid-rise 
buildings

Allianz Real Estate MetLife Investment 
Management

117.6 Intersect, a four-building creative 
office campus in Irvine, California

JLL The property totals 452,975 square feet and 
is located less than three miles from John 
Wayne Airport

Deutsche Bank Gatsby Florida 90.0 Divosta Towers, a pair of luxury office 
towers totaling 217,000 square feet 
in Palm Beach Gardens

Berkadia The properties at 3825 and 3835 PGA 
Boulevard, Divosta Towers were completed 
in 2019 and 2020

Insurance 
company lender

Undisclosed private 
investor

68.9 Three-property retail portfolio in 
Costa Mesa and Fullerton, California

JLL The properties are fully leased to tenants 
that include Rite Aid, Target and Ralph's

ACORE Capital Tortoise Properties 88.5 740 and 840 North Dixie Highway, 
a pair of eight-story residential 
properties in West Palm Beach

N/A The properties will be connected by a  
floor-to-ceiling glass skybridge

Natixis Corporate 
& Investment 
Banking

Rialto Capital 
Management

126.7 555 Aviation Boulevard in El 
Segundo, California

Cushman 
& 
Wakefield

Tishman Speyer sold the property for 
$205.5m after acquiring the building for 
$45m in July 2015

ACORE Capital Western Wealth 
Capital

79.4 Villetta Apartments, an apartment 
complex in the Phoenix area

Berkadia The property is located at 1840 West 
Emelita Avenue, close to Arizona State 
University

Stonehill Churchwick 79.8 Extended stay hotel portfolio N/A The portfolio is comprised of 1,432 rooms

June

Parkview Financial EPT Holdings 22.5 2225 3rd Avenue North in 
Birmingham, Alabama

N/A The five-story property has been shuttered 
since 1999 when it was vacated by the 
American Red Cross. It is now fully entitled 
to be transformed into Market Lofts on 3rd, 
which will consist of 192 small affordable 
apartments averaging 438 square feet, and 
one 4,000-square-foot retail unit with 60 
parking spaces
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PCCP Pahlisch Commercial 50.8 SE Main Street in Milwaukie, Oregon N/A Financing for the ground-up construction 
of Henley Place, a 178-unit, six-story 
multifamily community

Undisclosed 
lender

ScanlanKemperBard 34.5 5900 Airport Way in Seattle, 
Washington

JLL Capital 
Markets

Financing for the Original Rainier Brewery, a 
four-building industrial/office/retail portfolio 
totaling 193,908 square feet in Seattle

PGIM Real Estate LCOR, Madison 
International Realty

87.1 34 Valley Road in Montclair, New 
Jersey

JLL Capital 
Markets

Financing of Valley and Bloom, a two-
building, 258-unit, mixed-use multi-housing 
community in Montclair. In addition to the 
residential units, the property also includes 
19,812 square feet of office space, 19,921 
square feet of retail space and an attached 
parking garage

Pelorus Equity 
Group

Juva Life 11.8 Stockton, California N/A Enables Juva to expand cannabis 
operations, further clinical research

PIMCO 
Commercial 
Real Estate Debt 
Fund II

Myers Apartment 
Group

65.0 Exchange at Holly Springs in 
suburban Raleigh, North Carolina

Berkadia The 316-unit, Class A property, Exchange 
at Holly Springs, is 30 minutes southwest of 
Raleigh

Thorofare Capital LTNG, Crown 
Acquisitions, and 
Forest Hills Real 
Estate Group

16.8 69-30 Austin Street in Forest Hills, 
New York

Ackman-
Ziff

The borrowers will use the loan to acquire 
and renovate the 42,500-square-foot 
property

Blackstone 
Mortgage Trust

Columbia Property 
Trust 

270.0 799 Broadway, a 12-story office 
building in New York

N/A The REIT finished construction on the 
property in April

NewPoint Real 
Estate Capital

Rose Valley Capital 61.0 Weatherstone Flats, a suburban 
Philadelphia apartment property

Meridian 
Capital 
Group

The property is located in Chester Springs, 
Pennsylvania

JPMorgan Chase OKO Group 754.0 The Crown Building at 730 Fifth 
Avenue, New York luxury hotel and 
condo property

Walker & 
Dunlop

The financing is structured as a bridge loan 
and condo inventory loan

Middlesex 
Savings Bank

Davis 39.1 38 Upton Drive at Upton Crossing, a 
Boston-area industrial/R&D building

JLL Capital 
Markets 

The property will be delivered in January 
2023

3650 REIT has originated a 
$170 million loan to Newgard 
Development Group for a 

44-story apartment tower in Miami 
with a unique twist: the property is 
geared toward short-term renters. 
Faisal Ashraf’s Lotus Capital Partners 
arranged the financing, writes 
Samantha Rowan. 

The commercial real estate lender 
believes Miami is a hot spot for 
multifamily as the city has recently 
seen explosive population growth 
as companies and new residents 
flock to South Florida.

“Despite the national 
environment becoming more 
challenging for completing deals, 
the multifamily sector continues its 
growth, albeit at a slower clip than 
last year,” Jonathan Roth, 3650 REIT 
co-founder and managing partner 
tells Real Estate Capital USA.

Spotlight 3650 REIT originates 
$170m for novel Miami rental 
development

This is the lender’s second lot 
of financing for the LOFTY Brickell 
property following a $60 million 
loan for the land acquisition late last 
year.

“We believe that the LOFTY 
Brickell project, with its prime 
location, walkability, best-in-class 
amenities and unique business 
plan, will offer residents unmatched 
flexibility and help accommodate 
the increased demand for housing 
as more people move to the area,” 
adds Roth. “These factors will make 
the property a change winner 
following the transformative years 
of the pandemic.”

The deal is a good fit for 3650 
REIT, which targets financing well-
located multifamily properties 
with sponsors that incorporate  
value-add business plans at unique 
locations.

“We believe that the property’s 
unique business plan to 
accommodate short-term rental 
ownership will make it a change 
winner in the post-pandemic South 
Florida market as more residents 
seek flexibility and convenience in 
their living arrangements, and we 
expect to see sustained long-term 
demand for these types of units,” 
says Roth. n
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