Firms Offer Hotel Workout Services
Three Chicago firms have joined forces to create a hotelreceivership platform to help lenders work through troubled
loans in the sector hit hardest by the pandemic.
Frontline Real Estate is working with Four Corners Advisors
and Aries Capital to provide “beginning to end” services ranging from initial evaluations and marketplace analysis to lining
up new debt and equity, managing receiverships, conducting
note sales or brokering property sales.
Under the banner of Frontline Real Estate Partners: Hospitality Division, the unit will work with banks and other financial institutions, debt funds, special servicers and receivers
to help resolve distressed loans backed by hotels in the U.S.,
Canada and the Caribbean valued at $5 million and up.
Spearheading the effort on behalf of Frontline are principal
Joshua Joseph and Matthew Tarshis, an executive vice president. They have partnered with Michael Shindler, president and
chief executive of Four Corners, an advisory and consulting
firm focused on hotels, and Neil Freeman, chairman and chief
executive of investment and mortgage-banking firm Aries.
“This team we have assembled has complementary skill sets
in terms of industry expertise, relationships and breadth and
depth of knowledge,” Joseph said. He added that all three also
have direct experience owning and operating properties in different asset classes.
While the group will be equipped to help lenders take over
properties from borrowers, that won’t necessarily be the goal. It
could help identify “rescue capital” that would keep the original borrower in place, or restructure or sell off loans. “We are
here to provide strategic solutions,” Tarshis said. “We are trying
to maximize recovery for our clients.”
The firms had discussed creating the platform prior to the
pandemic, but accelerated the effort as lodging properties suffered the brunt of the coronavirus’ economic impact. Plunging
occupancy rates and the shuttering of many hotels have left owners unable to cover debt service. In many cases, lenders have
agreed to forbearance of roughly 90 days — but it’s expected
some hotels will struggle long after that to stabilize revenues.
“We would get involved in some of the messier transactions
— and 90% of hotel deals right now are messy,” said Freeman.
“Lenders typically don’t have the operational expertise, they

JUNE 5, 2020

Mezz Lenders

11 MEZZANINE
LEND

ERS

2 JLL Writes Agen

cy Loans in Arizo

2 Bank Seeks Debt

na

on NJ Warehous
es
2 Fund Shop Pitch
es Construction
Debt
4 Firms Offer Hote
l Workout Services
6 X-Caliber Adds
Mezz-Lending Optio
n
8 CMBS Distress
Measures Climbing
32 Thorofare Scor
es Hefty Allocation
32 Somera Road
Plans for CMBS
Selloff
32 Black Bear
Preps for Distress
Plays
33 CMBS Issua
nce Pauses, Price
s Rise
34 INITIAL PRIC
INGS

THE GRAPEVINE
NorthMarq has
hired
as a managing direc Brandon Harrington
tor to help build
its multi-family
out
debt
ness. Before start -placement busiing with the brok
a week ago, Harr
erage
ingto
director at JLL, wher n was a managing
years. Before that, e he spent about two
at Walker & Dunl he held the same title
op
years, and previouslfor more than four
years as a partner y spent about seven
at
NorthMarq, Harr Cohen Financial. At
ington will focu
s on
lining up debt on
apartment prop
erties,
coordinating with
sales unit, led by the firm’s investmentTrevor Koskovich
. Harrington is based
in
president William Phoenix, reporting to
Ross.
Pamela van

Os has
Los Angeles as a joined Greystone in
senior vice presiden
in charge of agen
cy loan productio t
n
See GRAPEVINE

on Back Page

Eye Higher Ra
tes

, Lower Risk

High-yield lend
mercial real estat ers foresee rising demand for
subordinate debt
e market begins
to thaw
once the comFor the moment,
the mezzanine-le .
nomic effects of
nding business
the
largely stalled due coronavirus pandemic, as prop has been upended by the ecoerty trades and
to
unce
rtainty about cash
financings have
industry pros say,
fl
ows
and
borr
valu
owers will be
ations. But
maturing loans,
finish projects or looking for mezzanine debt to before long,
see an opportun
raise cash to weat
help refinance
ity to boost retur
ns while reducing her the recession. And lenders
Commercial Mort
cred
identified 157 shop gage Alert’s ninth annual surv it risk.
ey
erties (see list on s that provide high-yield subordin of mezzanine lenders has
Pages 11-30). Th
ate debt on com
the market was
e
booming and som count is virtually the same as a mercial propyear ago, when
tion was getting
e mezzanine lend
too stiff
ers
Pros say they expe to make the play worthwhile. complained that competict a major shakeout
amid tough lend
ing conditions over
the

Crisis Dents De

See MEZZ on Page

mand for Long

10

er-Term Debt

Lenders focused
sharp drop in dem on originating longer-term, fixedand
rate mortgages are
With interest rates from borrowers.
noticing a
hovering near histo
mally would be
ric lows, commerc
keen
ial property
say borrowers are to lock in cheap loan pricing
for seven or 10 year owners norincreasingly hesit
economic crisis,
ant
s.
But
to
lenders
do that for
including tighter
loan-underwriting a variety of reasons tied to the
the onerous prep
ayment penalties
that come with longstandards and concerns about
“When Libor is
with a pretty good down to 15, 17, 20 [bp], coupons er-term, fixed-rate debt.
“And a borrower spread,” said an executive in the on floaters are way lower even
lend
is
when things get going to say, ‘I don’t want to lock ing group of a major insurer.
bette
in a rate. I want
to be able to sell
The upshot is a shorr.’ ”
fixed-rate mortgage tage of opportunities for lend
ers whose core prod
s. That includes
uct
insurers and espe
cially commercial is 10-year,
MBS shops,

CLO Investors

Waking Up to

See CRISIS on

Page 33

PIK Loophole

Junior bondhold
an often-overlookeders in commercial real estate CLO
event of loan defa provision in deal documents that s suddenly are worried about
ults
could hinder cash
At issue is a “pay in the collateral pools.
flows in the
ager to defer inter ment-in-kind” mechanism in
mos
grade tranches if est payments to investors in the t deals that allows the manthe overcollateral
most subordinate
— as market pros
ization level drop
investments
fear
belo
could happen depe
wa
crisis.
nding on the dept prescribed threshold
h and duration
Under normal
of the
defaulted loans circumstances, CLO investors
out
coul
interest-payment of the collateral pools and, if nece d count on issuers to buy
shortfalls in their
ssary, temporarily
expected to rise
cover any
and many manager roles as servicers. But with
the default rate
s struggling financ
ially, the concern
is they may
See LOOPHOLE

on Page 31

don’t know how to solve these problems.”
During the last recession, borrowers often complained that
lenders and servicers didn’t understand the hotel business,
Shindler said. “We will understand the issues . . . We will understand a hotel that is just being hammered by the virus compared to a hotel that was being hammered before the virus.”
Joseph said the platform will tap into Frontline’s existing relationships with special servicers — who have been hit with
a wave of forbearance requests and payment defaults on hotel
loans. With initial forbearance agreements expiring in the next
month or two, owners are likely to seek additional relief — or
simply turn over the keys. “These hotels are still going to be
challenged for quite some time,” Tarshis said. 
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