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June 11, 2010 CMBS & CRE Market News
Commercial Mortgage Backed Securities:

Despite recent weakness in the greater markets, JP Morgan was able to issue their $716MM multi-borrower CMBS deal, the second such new-issue deal to hit the market this year.  They priced their three AAA classes (85% of the deal) between 140 and 165 bps over swaps, and all bonds were sold.   The below investment grade bonds were all sold to a debt fund operated by Blackrock.  Average LTV was 62% and the average debt yield was 13%, but property quality was inconsistent overall.   Based on this pricing, estimated breakeven loan pricing for a 10 yr CMBS loan would be about 210 bps over swaps.  The good vibes from this new issue deal helped CMBS outperform other sectors like corporates this week.  There continues to be high demand for good quality paper, like 2005-2006 super seniors and for the senior tranche of re-remics.  Next up on the new issue front is Goldman Sachs with an $800MM deal next month.

Trading:
Friday June 11, 2010 close: 

GCCFC-GG9 A4 bonds:  S+310 (unchanged)

AMs: mid 80’s average price

AJs:  high 50’s average price

AAs: low 30’s average price
COMMERCIAL REAL ESTATE:
Big News in San Francisco:

In the biggest deal since 2007 in San Francisco, an  office tower sold  (and closed) this week for $333 million ($507 per square foot) to a group of South Korean investors.

Korean Teachers’ Credit Union and Korean Federation of Community Credit Cooperatives were among the buyers of 333 Market Street in the financial district, a 33-story building occupied by Wells Fargo. Principal Financial Group was the seller who had bought the building from Wells Fargo for $370 million in 2006. Wells Fargo provided a $200 million 4.5% loan to the buyers. The capitalization rate for the transaction is  reported to be close to 7 percent.
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