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Limited Shakeout Seen From CMBS DownturnThe commercial MBS slump is likely to drive some securitization shops out of
the market, but most observers expect the shakeout to be relatively limited.

Lenders surveyed by Commercial Mortgage Alert project that CMBS originations
will plunge by almost 50% this year, as the market retrenches amid the credit
crunch. But while some observers think such a dramatic pullback could crush as
many as one-quarter of the 38 active securitization programs, most expect no more
than a handful — primarily smaller shops — to exit the business (see origination
table and list of programs on Pages 30-40). Larger players, which view commercial real estate finance as an integral part of
their product menu, are expected to pare staff to skeletal levels and ride out the
storm — a process that has already begun. And even most of the smaller players,
which have relatively low overhead costs, have some flexibility to survive.

To be sure, CMBS lenders caution that predictions about the extent of a shakeout See SHAKEOUT on Page 28Freddie, Fannie Eye Forming CMBS ProgramsWith conduit lenders pretty much shut out of the multi-family market, Freddie

Mac and Fannie Mae are looking at launching their own commercial securitization
programs. 

Freddie seems to be farther along in the process. Last week, the mortgage
agency began seeking job applications for a quality-control director for an “alter-
native market conduit loan” program. Details about the plan are murky, and Freddie isn’t talking. But the goal clearly
is to create apartment-backed bonds to help it meet its investment goals. 

Market players said that Freddie is weighing its options. After lining up loans
from its network of originators, the agency could issue Freddie-guaranteed invest-
ment-grade bonds via one of its own trusts and issue the below-investment-grade
portion via a private-label trust. Fannie used that approach in the mid-1990s. Or
Freddie could amass loans that would be floated via a private-label trust registered 

See FREDDIE on Page 14ProLogis Team Seeks Big Industrial Mortgage A ProLogis partnership is shopping for $570 million of mortgage debt on an
industrial portfolio, providing a rare large assignment during the market down-
turn.

ProLogis and its partner, Lehman Brothers, will use the proceeds to pay down a
$1 billion bridge loan. Lehman provided that loan last July to help the ProLogis
team buy a 24.7 million-square-foot portfolio from a partnership led by developer
Dermody Properties of Reno, Nev.Broker Eastdil Secured has divided the assignment into three pools tied to dif-
ferent properties to make the financing more digestible for insurance companies
and commercial banks, which are expected to be the main bidders. “Most balance-
sheet lenders don’t want big loans,” said one person familiar with the deal.

Eastdil will consider both fixed- and floating-rate proposals. Insurance compa-
nies are more apt to offer fixed rates, while commercial banks prefer to park

See PROLOGIS on Page 28
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The buzz is that Fitch laid off about 10members of its commercial MBS groupyesterday. The layoffs, comprisingabout 15% of the 75-member group,included members of both the surveil-lance team and the new-issue group.The dismissals were part of broadercutbacks at the agency.
KeyBank is looking to hire an origina-tor with about 10 years of experience

THE GRAPEVINE

See GRAPEVINE on Back Page

Shortly after circling its first B-piece in the U.S.,
Hillenbrand Partners has agreed to buy the junior classes of
another CMBS offering. The $1 billion conduit deal, by
Credit Suisse, is scheduled to come to market in March. As
previously reported, Hillenbrand also is buying the B-piece
of a $1.8 billion “IQ” brand deal led by Morgan Stanley.
Before this year, Hillenbrand had bought subordinate
CMBS only in Canada and Europe.
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