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A Picture is Worth a Thousand Slides 



AAA Cash Spreads 
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Debt Pricing – What Goes Into Yield? 
 
�  Inflation 
�  Real yield 
�  Maturity 
�  Structure 
�  Credit 
�  Liquidity 
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Sources of Debt 



U.S. Commercial Real Estate Originations 

US Commercial Real Estate Originations peaked in 2007 with low-cost, 
CMBS lending as a key driver.  

2007 to 2009 (peak to trough), total origination volume declined by 84%; 
CMBS issuance nearly shut-off while decreasing by 99%. 

Additional Originations 

CMBS Originations 



CRE Transaction Volume 



CRE Loan Maturities 



CMBS  
� CMBS originators manufacture loans specifically to be sold off to investors, and 

are hedged during this period 

� When markets are volatile hedging strategies can be ineffective 
 

Commercial Banks 

�   Primary focus is on cleaning up portfolios of existing loans 

�   New origination activity is targeted at low-leverage loans with strict terms (i.e. full 
recourse) 

�   Are only able to address a small sub-set of potential borrowers that require 
new debt capital 



A significant imbalance between commercial real estate debt capital supply 
and demand has created a compelling investment environment 

 

The Sponsor has the specific expertise and track record in making 
commercial real estate debt investments 

 

Taken together, we believe a significant opportunity exists to make 
investments for NorthStar REIT with risk-return characteristics that are 
potentially favorable to our shareholders 



 


