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Special Servicing Rate Rises for the Second Time in as Many

Months; Office Sector Distress Materializing

The Trepp CMBS Special Servicing Rate rose two basis
points in September to 4.94% - slightly above the August
print. Six months ago, the rate was 5.66%, and 12 months
ago, the rate was 748%.

This is the first time the rate has increased in consecutive
months since August and September of 2020. September
data revealed declines in the rate for four of the five major
commercial real estate (CRE) property types. However, it
was the office sector that saw a 26-basis point increase, and
the volume of retail loans in special servicing remained high.

The special servicing rate for loans categorized as ‘Other’
(not one of the five major property types) rose by four basis
points from the August print.

September CMBS data reflects market suspicions that
August 2022 was an inflection point, at least as it pertains
to specially serviced loans. The office sector has a large
concentration of loans with nearterm maturities and
tenants with expiring leases. Lockdown periods during
the pandemic displayed the ease at which companies can
implement a work-from-home (WFH) policy, and if many
of the major tenants in the office sector shed their leases
and opt to implement a full or hybrid WFH model, this
could have a major impact on the CRE market. Now, the
looming maturities and lease terminations are starting to be
reflected in the special servicing numbers.

New Transfers

Approximately $1.1 billion in CMBS debt was transferred to a
special servicer in September. Office transfers made up 57%
of the newly transferred balance while Retail made up 30%.

The largest loans to transfer this month were the $368 million
1500 Market Street, and the $300 million Bridgewater Commons.

TABLE 1: SPECIAL SERVICING RATE BY PROPERTY TYPE CMBS FULL
SEP-22 AUG-22 JUL22 3MO. 6 MO. 1YR.
Industrial 0.30% 0.30% 0.34%  040% 0.62%  0.68%

Lodging 707%  740% = 740% = 793% 10.88% 16.84%
Multifamily =~ 1.87% = 190% = 123% = 129% 166% 253%
Office 343%  3.18%  348% 323% 3.16% 2.68%
Retail 1097%  11.03% = 9.86%  10.46% 10.90% 13.97%
Overall 494%  4.92%  479% 491% 5.66% 748%

Source: Trepp

TABLE 2: SPECIAL SERVICING RATE BY PROPERTY TYPE CMBS 2.0+
SEP-22 AUG-22 JUL22 3MO. 6 MO. 1YR.
Industrial 0.07% 0.07% 0.08%  0.14%  0.26%  0.25%

Lodging 6.93% 726% 727%  780% 10.72% 16.68%
Multifamily = 1.87% = 190% = 123% = 129% 166% 2.53%
Office 314%  285%  3.10% 279% 260% 2.01%
Retail 10.20% = 10.19% = 9.04% = 954%  9.96%  12.79%
Overall 466%  4.61%  4.47% 454% 5.25% 6.98%

Source: Trepp

TABLE 3: SPECIAL SERVICING RATE BY PROPERTY TYPE CMBS 1.0
SEP-22 AUG-22 JUL22 3MO. 6MO. 1YR.
Industrial 7831%  7795%  7759%  7725% 56.70% 4793%

Lodging 38.87% 38.73% 33.92% 38.44% 43.03% 44.49%
Multifamily = 0.00% = 0.00% = 0.00%  0.00% 0.00% 0.00%
Office 35.32% 38.22%  4124% 44.49% 46.41% 40.12%
Retail 69.91% 70.80% 70.67% 7142% 70.52% 71.93%
Overall 36.19% 3745% 29.77% 40.44% 4150% 41.65%

Source: Trepp
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1500 Market Street (JPMCC 2020-MKST) is a 1.8 million CHART 2: BALANCE OF LOANS IN SPECIAL SERVICING
square foot office building located in Philadelphia, PA. Recent (SEPTEMBER 2021 - SEPTEMBER 2022)
property financials indicate that debt service coverage ratio $40

(DSCR) (NCF) was 0.91x in 2021 and 0.86x in Q1 2022 when
occupancy for both periods was 69%. Due to low DSCR,
the loan did not qualify for its 12-month extension option and
thus transferred for imminent maturity default.
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Bridgewater Commons (GSMS 2012-BWTR) is a 640,000
square foot regional mall in Bridgewater, NJ. Recent watchlist
comments stated that the collateral value was “significantly
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Balance of Loans in Special Servicing
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below" the balance of the loan and continued to state that Source: Trepp TR ey
the property was a victim of obsolescence, store closures,
and disruptions caused by COVID-19. It was transferred due
to imminent default at the balloon maturity date. The CMBS 2.0+ Numbers
e The overall US CMBS 2.0+ special servicing rate is 4.66%.
CHART 1: CMBS SPECIAL SERVICING RATE e One year ago, the US CMBS 2.0+ special servicing rate was
(SEPTEMBER 2021 - SEPTEMBER 2022) 6.98%.
8.00% e Six months ago, the US CMBS 2.0+ special servicing rate was
7.00% 5.25%.
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3.00% e The overall US CMBS 1.0 special servicing rate is 36.19%.
Z'OOZA’ e One year ago, the US CMBS 1.0 special servicing rate was
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Source: Trepp

Overall Property Type Analysis (CMBS 1.0 and 2.0+):
Overall Numbers (CMBS 1.0 and 2.0+)

e The overall US CMBS special servicing rate is 4.94% in
September.

¢ |ndustrial special servicing rate: 0.30% (No Change 0 basis point)

Lodging special servicing rate: 7.07% (down 33 basis points)
« One year ago, the US CMBS special servicing rate was 7.48%. e Multifamily special servicing rate: 1.87% (down 3 basis points)

e Six months ago, the US CMBS special servicing rate was * Office special servicing rate: 3.43% {up 26 basis points)

5.66%.

Retail special servicing rate: 10.97% (down 6 basis points)
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Property Type Analysis CMBS 2.0+: Property Type Analysis CMBS 1.0:
e |ndustrial special servicing rate: 0.07% (No Change 0 basis point) ¢ |ndustrial special servicing rate: 78.31% (up 36 basis points)
e |odging special servicing rate: 6.93% (down 33 basis points) e |Lodging special servicing rate: 38.87% (up 15 basis points)
e Multifamily special servicing rate: 1.87% (down 3 basis points) e Multifamily special servicing rate: 0.00% (No Change 0 basis
point)

e Office special servicing rate: 3.14% (up 29 basis points)

« Retail special servicing rate: 10.20% (up 1 basis point) e Office special servicing rate: 35.32% (down 290 basis points)

Retail special servicing rate: 69.91% (down 89 basis points)

Looking for more Trepp content?

Subscribe to TreppTCI | |< for free.

TreppTalk; Trepp's daily blog, leverages our market expertise
and proprietary data sets in structured finance, commercial real
estate, and banking.

For more information about Trepp’s commercial real estate data, contact info@trepp.com.
For inquiries about the data analysis conducted in this research, contact press@trepp.com or 212-754-1010.

About Trepp

Trepp, founded in 1979, is the leading provider of data, insights, and technology solutions to the structured finance, commercial real estate, and banking
markets. Trepp provides primary and secondary market participants with the solutions and analytics they need to increase operational efficiencies,
information transparency, and investment performance. From its offices in New York, San Francisco, and London, Trepp serves its clients with products
and services to support trading, research, risk management, surveillance, and portfolio management. Trepp subsidiary, Commercial Real Estate Direct, is a
daily news source covering the commercial real estate capital markets. Trepp is wholly owned by Daily Mail and General Trust (DMGT).

The information provided is based on information generally available to the public from sources believed to be reliable. 3



