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Credit Suisse, ‘1Q’ Team Merge CMBS Deals

Faced with shrinking collateral pools, Credit Suisse and the
Morgan Stanley-led “IQ” team have decided to combine their

upcoming securitizations.

The two sets of issuers originally planned separate offerings

totaling about $2.6 billion. But the col-
lateral pools shriveled almost by half
because some loans didn't close, others
were kicked out by the B-piece buyer,
and four members of the IQ team
dropped out altogether.
Credit Suisse and IQ are now sched-
uled to bring their joint $1.4 billion
offering to market in about a week.
Credit Suisse will supply nearly half of
the collateral pool. The rest will come
from PNG Bank (30%), KeyBank
(15%), National City Bank and
Morgan Stanley. The offering will be
written via IQ’s shelf. Credit Suisse
and Morgan Stanley will serve as co-
bookrunners and co-lead managers.
The IQ team consists of a rotat-
ing group of banks and life compa-
nies assembled by Morgan Stanley.
This marks the first time that
Credit Suisse is participating in an
IQ deal — and the first time that
Morgan Stanley is sharing IQ

bookrunner credit with another dealer. The combination
helped the deal achieve critical mass. Investor demand cur-
rently is so weak that a deal with small class sizes would likely

struggle to find buyers.

The combination was simplified by the fact that both of the
original deals had the same B-piece buyer — Hillenbrand
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Partners — and both were rated by S&P and Fitch.
Sources said Hillenbrand pushed aggressively to remove

collateral loans that it viewed as having questionable credit

quality. With the market in a sharp downturn, B-piece buy-
ers have newfound leverage to remove loans. They are

especially seizing on mortgages
written in early 2007, when lax
underwriting standards were
peaking.

IQ’s collateral pool also was
reduced when Fifth Third Bank,
Prudential Mortgage  Capital,
Genworth Financial and RBC Capital
Markets all opted out of the deal. The
firms decided to warehouse their
loans until the market improves,
rather than sell during the market’s
worst slump. Cincinnati-based Fifth
Third would have been making its
CMBS debut. Genworth was planning
to contribute loans written for its port-
folio.
Another factor in the downsizing:
Some loans scheduled to be included in
the two original deals never closed,
falling apart because of sagging market
conditions.

The deal marks the first time that
industry heavyweights Credit Suisse and

Morgan Stanley are teaming up on a pooled fixed-rate CMBS
transaction. The duo did join forces in 2005 on a $1.3 billion
floating-rate loan that financed Fillmore Capital Management’s
$1.9 billion purchase of nursing-home operator Beverly
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