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Erookland founder says:
“Noteholders have certainly
become more savvy in dealing
with restructurings”

CMBS sector sees increased
level of success in complex
restructurings

MIKE PHILLIPS.

When the praperty downturn
veche its nadivin spring 2000,
it seemead like the problems
creted by giant seenritised
Tesans would never be sobed.

The £1.5bn of debt secured
against Four Seasons Health-
caTeE property assets had been
in chefanlt for more than a year,
talks on the £1bn Geming loan
extended to Glenn Maud’s
Propinvest were dendlocked,
and defuult of the £1.4bn of
delst seeurcd against Simon
Halabi’s White Tower portfislio
wais imiminent.

Notallof the problems relited
o loans in commercial mort-
gage-hacked securities vehicles
have been sobved, But the market
his comme o long way, Four Sea-
sons s in the last knockings of
 debt extension. Mast of the
White Tower portfolio has been
sold at the top of the recent
mimi-boom. And several ather
CMBS loans totalling billions of
pronscls B mow becn sueoess-
fially resstruetured,

A pringipal factor behind this
increase in resolutions in the
CMBSworld is the emergence of
specialist structured property
finanee advisory companies.

One such firm, Brookland
Partners, which was set up by
former Merrill Lyneh director
Massar Hussain a year age, has
e at the centre of many of the
sueeessfiul CMBS debt vesolu-
tions =0 far, and is invalved in
several ongoing high profile
Arnssctions (see box),

“I stopped originating new
dlebit for secniritisation orbuying
hird party debt at Merrill
tewards the end of 2006 and
sold out of all of my balance
alicet positions i eardy 2007
s Hussain, “1 strugeled to see
Ahe viskrewand trade-off in the
ferins being oftered by our com-
[eetitors, unless you took the
Wiew that you would {mmedi-

Herding’ the CMBS cats

ately be selling the risk on to
third parties. That, and the advi-
sory eobe plaved ot Merrill in
setting up real estate capital
miarket programmes for elients
such as Rothschild, Anglo Irish
und Caprark, has put us in a
ood position to advise on the
issues facing the market”

Brookland advises borrowers
in loan restructuring talks, but
ame af the firms main functions
Ao divte: Tiis boen to advise special
servieers and bondholders of
their options during complex
restructuring negotiations,

I 2008 and 2008, a lack of
cohesion between bondholders
was @ prime repson for the fiil-
ure of debt restrueturings. The
process of getting bondholders
Lo agree wis often deseribed as
like “hending cats” Partly, this
was a result of an inherent para-
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“PHrozkiand is agvising the servicer an the final stages ef the Faur Seasens dabd restructuring
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dox in the CMBS strocture
= senportranches of hondholders
et paid back fiest when assets
are sold, =0 it is in their interest
to push forsales, while it is in the
interest of junior bondholders to
block foreclosure procedures,
But it runs deeper than this.
e reason for the adminis-
tration of Dunedins Indwstrious
portfolio in 2008 was that not
enough bondholders could be
rounded up tovote on a proposal
1o free up cash to keep the port-
fiolio going, even though the cesh
was there. Brookland’s knowl-
eilze of whe bondholders are,
and of their needs, has helped
o mowe the process along,
“Ithink noteholders have cer-
tainly become more arganised
and savvy in dealing with
restrneturings” says Hissain,
“The role of primary servicing

HIGH-PROFILE PROBLEM SOLVER

BRODKLAND has bean
invalved in some of the
mast high-profile debt
rastructurings of the past
faw years. It is currently
advising the servicer and
special servicer on the final
stages of the Four Seasans
debt restructuring, and has
managed to bring together
the servicers of two separate
CMBS vahicles on the
refinancing of a €500m loan

secured against res|dentkal
property owned by German
company G5W - a first far

the market. A standout deal
was the extension of tha
E635m loan secured against
E1bn of hotals eperated by
IntarCantinental. Cammenting
on this deal, Bank of America
Merrill Lynch analysts said:
“This level of transpanrency is
nel always present in CMBS.
structures or restrecturings.”
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directarsed g Braskare Parinars

Tas also changed, and serveers
e now taking far more pre-
emptive action with borrowers
betore problems arise”

The result s that on many
deals forced sales have been
avoided — the sale of Halabis
White Tower portfolio s one of
the few Targe-scabe foreed sales
ol nssels userd to seeuritise loans.
Also, bondholders have seen
signifieant inereases in the level
of interest they receive in rebum
for granting loan and bond
extensions.

Hussitin warns that the sector
is mat vet out of the woods -
negotiztions an deals such as
Genind, wliere an interest rate
swap has eut the value of the
assets by £150m, rumble on,
and there are many moe deqls
that fall into this camp, With this
in mind, Brookland is now
fiscusing, an eaising capital to
depdoy in such situations,

“Thiere ave still pension funds
andd institutional investors out
there who see that real estate
debitean offer good relative value
compared to other asset clisses
in which they invest” says Hus-
sain. “We're looking at creating
vehicles that allow them to do
that. These will provide capital
1o imvest in refinaneing and
crete debt that ean be traded in
new real estate finanee pro-
grammes, whether its through
the new version of CMBS,
dehentures, property certificates
or ligquid loans. This, in tarn,
shaubd offera partial solution to
the significant refinaneing issues
fncing the murckets in the next
two o theee years.”

After Brookland's swecess on
the advisory side. its move into
investing will be one to wateh.
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