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Guy Haselmann, Head of Thought Leadership at MetLife Investment Management (MIM), recently sat down with 
Michael Hofheinz, Head of Real Estate Capital Markets and Syndications at MIM, to understand liquidity conditions 
for commercial real estate.

Guy: I understand what a commercial mortgage is, but you run MIM’s commercial mortgage syndication desk. 
Can you tell me what that is?

Michael: Thanks, Guy. The concepts are not so different. A commercial mortgage is simply a mortgage loan 
secured by commercial property. In this sort of transaction, there might be one party buying a property and one 
party acting as a lender or debt investor. Within our syndications platform, we originate commercial mortgages, and 
then make different pieces of the loan available to a number of investors with different risk appetites. In a mortgage 
syndication, there might still be only one party buying a property, but two, three or more parties acting as debt or 
preferred equity investors in that property.
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have $300 million to deploy in a year to diversify across 
these selections.

Today, that investor might only have $150 million to 
deploy, and fewer deals are coming to market to choose 
from. That investor might see an $80 million apartment 
mortgage in Atlanta but might not want to increase 
exposure to that market by such a significant amount. 

Guy: Interesting, so investors are trying to manage 
portfolio diversification, but their “toolbox” is limited. 
How is this being addressed by the market? 

Michael: Yes, that is fair to say. One way MIM is 
addressing this is through commercial mortgage 
syndications. In other words, MIM can originate a 
commercial mortgage loan, but break it into two or 
three different pieces that have varying risk/return 
profiles. For example, an $80 million mortgage on 
a $100 million property might be broken into three 
different debt instruments. These three pieces could 
include a low-risk senior mortgage that might fund 
up to $40 million of the total $100 million property 
value. A second piece could be a $20 million medium-
risk mezzanine loan that would fund the capital stack 
between $40 million and $60 million. Finally, the third 
piece could be a $20 million high-risk subordinate 
mezzanine or preferred-equity investment that would 
fund dollars between $60 and $80 million, with the 
common-equity investor or “borrower” funding the rest.

In my prior example, we have now expanded the tool kit 
available to investors constructing mortgage portfolios 
by creating three debt investments with different risk 
profiles. We have also simplified things for the borrower 
by creating a “single lender” execution. 

Guy: Are many borrowers facing that challenge 
today, having to manage gap financing in addition to 
securing senior mortgages? 

Michael: Yes, this has become a significant challenge 
for borrowers today both due to the limited availability 
of capital and declining values of properties. 

Traditionally, institutional-quality commercial 
mortgages follow an interest-only or partial 
amortization schedule, where a portion of the principal 
may be paid down during the life of the loan, followed 
by a balloon payment at maturity. In normal market 
conditions when values are growing during the life of 
a loan, refinancing with lenders like banks or insurance 
companies is uneventful, and borrowers expect to have 

Guy: I imagine that role offers you a broad 
perspective on real estate capital markets. What is 
the state of markets today?

Michael: Interest rates have risen quickly as you know, 
while at the same time regulators have restricted bank 
lending. Other nonbank lenders have also increased 
capital reserves—essentially their rainy day funds—
in anticipation of a weaking economic environment. 
Therefore, I’d partially characterize the real estate 
capital markets today as being in a liquidity crunch. I 
believe such a backdrop can be favorable for mortgage 
debt investors, but many have limited buckets of 
capital that they would like to diversify across multiple 
transactions. This is especially difficult considering 
institutional-quality mortgages are generally large assets 
that can typically exceed $50 million per transaction.

Guy: It sounds like commercial mortgage investors 
are being offered attractive returns today, but  
the size of institutional-quality assets is keeping 
capital sidelined.

Michael: I think that is partially true. Commercial 
mortgage investors are certainly being offered among 
the highest yields we have seen in decades. In 2021 
and 2022, coupons on low-risk senior mortgages were 
in the 3% to 4% range, but assets with a similar risk 
profile in the market today are pricing in the 6% to 8% 
range. I wouldn’t say capital is “sidelined” necessarily, 
but there are new challenges in the current market. 
Like I mentioned, debt investors have limited capital 
today. You are naturally more selective if you know 
your capital is limited and you will only get one bite at 
the apple due to few transactions in the marketplace. 
Another challenge is matching mortgage investors with 
the right risk/return profile for their investments in an 
environment where fewer properties are trading.

Guy: Can you give an example of how mortgage 
investors are facing challenges finding the right risk/
return profile on their investments?

Michael: Sure, in a healthy market with a normal 
amount of transaction activity, mortgage investors 
have a wide menu of assets to choose from. They can 
select assets from a variety of cities across the U.S., and 
across different property types. They can also choose 
which part of the capital stack they would like to invest 
in, from senior loans and subordinate debt to preferred 
equity depending on gaps they would like to fill in their 
portfolios. For example, that investor may normally 
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Guy: Turning back to the big picture, where do you 
see real estate capital market conditions headed  
in the next year, and will syndications continue to 
be an important factor for commercial real estate 
debt markets?

Michael: I think the good news for real estate capital 
markets is that a major driving force behind limited 
transactions is uncertainty around what the Federal 
Reserve will do, and these days there is a lot more 
agreement on the path forward for interest rates. Think 
back to mid-2022: Market participants were debating 
whether there would be two, five or 10 rate hikes. 
Today, we see there is some disagreement on the 
margin around what’s in store from the Fed, but a lot 
more agreement around what the future looks like. We 
think this will help close the wide bid-ask spread that 
still remains among buyers and sellers and allow for real 
estate capital market conditions to begin normalizing, 
hopefully sometime toward the middle of next year. 
Broadly, anytime markets are dislocated as they are 
today, well-capitalized investors can dictate terms 
more effectively and uncover attractive relative value 
opportunities. We believe, syndications will play an 
important role in unlocking many of these opportunities 
over the next year.

little trouble sourcing a new 60% or 65% loan-to-value 
(LTV) loan at maturity. 

However, properties that were worth $120 million at the 
time of loan origination a few years ago may only be 
worth $100 million today. Now, a borrower who must 
refinance an $80 million loan is faced with a challenge. 
Few senior mortgage lenders are willing to lend up to 
80% LTV ($80/$100), so the borrower must source a 
senior loan for $40 or $50 million and either put more 
money into the investment or search elsewhere for the 
remaining capital, such as a debt fund that originates 
mezzanine loans. 

Guy: The syndications structure sounds similar to 
the commercial mortgage-backed securities (CMBS) 
market. Is that the case?

Michael: No, CMBS is a different structure with 
different considerations. CMBS pools typically include 
many senior mortgages that underlie tranches of bonds 
backed by those pools. The different tranches typically 
have varying risk/return profiles. MIM’s syndication 
team selects individual assets to split into tranches of 
varying risk profiles. Underwriting CMBS risk is based 
on understanding the risk profile of 75 predominantly 
senior mortgages whereas what MIM is doing includes 
understanding the structure and risk profile of loans 
that are subordinate to senior mortgages. This is an area 
we feel especially competent in. Earlier this year, MIM’s 
real estate research team wrote a couple of articles on 
subordinate mortgage risk and pricing for the Pension 
Real Estate Association (PREA) Quarterly magazine.
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Disclaimer 

This material is intended solely for Institutional Investors, Qualified Investors and Professional Investors. This analysis is not intended for distribution 
with Retail Investors. 

This document has been prepared by MetLife Investment Management (“MIM”)1 solely for informational purposes and does not constitute a 
recommendation regarding any investments or the provision of any investment advice, or constitute or form part of any advertisement of, offer for 
sale or subscription of, solicitation or invitation of any offer or recommendation to purchase or subscribe for any securities or investment advisory 
services. The views expressed herein are solely those of MIM and do not necessarily reflect, nor are they necessarily consistent with, the views 
held by, or the forecasts utilized by, the entities within the MetLife enterprise that provide insurance products, annuities and employee benefit 
programs. The information and opinions presented or contained in this document are provided as of the date it was written. It should be understood 
that subsequent developments may materially affect the information contained in this document, which none of MIM, its affiliates, advisors or 
representatives are under an obligation to update, revise or affirm. It is not MIM’s intention to provide, and you may not rely on this document as 
providing, a recommendation with respect to any particular investment strategy or investment. Affiliates of MIM may perform services for, solicit 
business from, hold long or short positions in, or otherwise be interested in the investments (including derivatives) of any company mentioned herein. 
This document may contain forward-looking statements, as well as predictions, projections and forecasts of the economy or economic trends of 
the markets, which are not necessarily indicative of the future. Any or all forward-looking statements, as well as those included in any other material 
discussed at the presentation, may turn out to be wrong. 

All investments involve risks including the potential for loss of principle and past performance does not guarantee similar future results. Property is a 
specialist sector that may be less liquid and produce more volatile performance than an investment in other investment sectors. The value of capital 
and income will fluctuate as property values and rental income rise and fall. The valuation of property is generally a matter of the valuers’ opinion 
rather than fact. The amount raised when a property is sold may be less than the valuation. Furthermore, certain investments in mortgages, real 
estate or non-publicly traded securities and private debt instruments have a limited number of potential purchasers and sellers. This factor may have 
the effect of limiting the availability of these investments for purchase and may also limit the ability to sell such investments at their fair market value 
in response to changes in the economy or the financial markets.

In the U.S. this document is communicated by MetLife Investment Management, LLC (MIM, LLC), a U.S. Securities Exchange Commission 
registered investment adviser. MIM, LLC is a subsidiary of MetLife, Inc. and part of MetLife Investment Management. Registration with the SEC 
does not imply a certain level of skill or that the SEC has endorsed the investment advisor. 

This document is being distributed by MetLife Investment Management Limited (“MIML”), authorised and regulated by the UK Financial Conduct 
Authority (FCA reference number 623761), registered address 1 Angel Lane, 8th Floor, London, EC4R 3AB, United Kingdom. This document is 
approved by MIML as a financial promotion for distribution in the UK. This document is only intended for, and may only be distributed to, investors in 
the UK and EEA who qualify as a “professional client” as defined under the Markets in Financial Instruments Directive (2014/65/EU), as implemented 
in the relevant EEA jurisdiction, and the retained EU law version of the same in the UK. 

For investors in the Middle East: This document is directed at and intended for institutional investors (as such term is defined in the various 
jurisdictions) only. The recipient of this document acknowledges that (1) no regulator or governmental authority in the Gulf Cooperation Council 
(“GCC”) or the Middle East has reviewed or approved this document or the substance contained within it, (2) this document is not for general 
circulation in the GCC or the Middle East and is provided on a confidential basis to the addressee only, (3) MetLife Investment Management is 
not licensed or regulated by any regulatory or governmental authority in the Middle East or the GCC, and (4) this document does not constitute or 
form part of any investment advice or solicitation of investment products in the GCC or Middle East or in any jurisdiction in which the provision of 
investment advice or any solicitation would be unlawful under the securities laws of such jurisdiction (and this document is therefore not construed 
as such).

For investors in Japan: This document is being distributed by MetLife Asset Management Corp. (Japan) (“MAM”), 1-3 Kioicho, Chiyoda-ku, Tokyo 
102-0094, Tokyo Garden Terrace KioiCho Kioi Tower 25F, a registered Financial Instruments Business Operator (“FIBO”) under the registration entry 
Director General of the Kanto Local Finance Bureau (FIBO) No. 2414.

For Investors in Hong Kong S.A.R.: This document is being issued by MetLife Investments Asia Limited (“MIAL”), a part of MIM, and it has not been 
reviewed by the Securities and Futures Commission of Hong Kong (“SFC”). MIAL is licensed by the Securities and Futures Commission for Type 1 
(dealing in securities), Type 4 (advising on securities) and Type 9 (asset management) regulated activities.

For investors in Australia: This information is distributed by MIM LLC and is intended for “wholesale clients” as defined in section 761G of the 
Corporations Act 2001 (Cth) (the Act). MIM LLC exempt from the requirement to hold an Australian financial services license under the Act in respect of 
the financial services it provides to Australian clients. MIM LLC is regulated by the SEC under US law, which is different from Australian law. 

MIMEL: For investors in the EEA, this document is being distributed by MetLife Investment Management Europe Limited (“MIMEL”), authorised and 
regulated by the Central Bank of Ireland (registered number: C451684), registered address 20 on Hatch, Lower Hatch Street, Dublin 2, Ireland. This 
document is approved by MIMEL as marketing communications for the purposes of the EU Directive 2014/65/EU on markets in financial instruments 
(“MiFID II”). Where MIMEL does not have an applicable cross-border licence, this document is only intended for, and may only be distributed on 
request to, investors in the EEA who qualify as a “professional client” as defined under MiFID II, as implemented in the relevant EEA jurisdiction. The 
investment strategies described herein are directly managed by delegate investment manager affiliates of MIMEL. Unless otherwise stated, none of 
the authors of this article, interviewees or referenced individuals are directly contracted with MIMEL or are regulated in Ireland. Unless otherwise 
stated, any industry awards referenced herein relate to the awards of affiliates of MIMEL and not to awards of MIMEL.
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