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Friday, September 17, 2010

Commercial delinquencies rise sharply in Puget Sound region
Puget Sound Business Journal (Seattle) - by Jeanne Lang Jones Staff Writer

The number of delinquent securitized commercial real estate loans jumped more than sevenfold in the Puget Sound area in August 
compared with last year, fast outpacing the rise recorded nationally.

Driven in large part by missed payments at downtown Seattle’s Columbia Center office tower, delinquencies in this region rose to 8.18 
percent of all securitized commercial real estate loans in August, up from 1.11 percent a year ago, according to New York research firm 
Trepp LLC.

Rising delinquencies are another symptom of the decline in the local commercial real estate market, which is struggling with lower rents 
and higher vacancies because of the recession. As a result, some property owners are hard pressed to make their loan payments.

On the national level, the delinquency rate for such loans rose more than twofold to 8.92 percent from 4 percent over the same period, 
according to Trepp.

From August 2009 to last month, the number of delinquent securitized loans in the Puget Sound area increased to 27 from 15, and the 
total delinquent loan value rose to more than $622 million from $91 million, a 583 percent increase. These loans also are known as 
commercial mortgage backed securities, or CMBS loans.

The spike in the value of these delinquent loans stems from Boston-based Beacon Capital Partner’s default this spring on $380 
million in CMBS loans for Columbia Center, the region’s tallest office building.

Some saw the delinquency as Beacon’s effort to get lenders to renegotiate its loans to account for the sharp drop in property values since 
the real estate market crashed. About 40 percent of the office space in the 1.5 million-square-foot skyscraper is currently vacant.

Trepp reported Sept. 15 that Beacon has modified the terms of its Columbia Center loans, gaining a three-year extension, to 2015, to repay 
its debt in exchange for putting just under $50 million in reserve accounts.

Prior to the modification, Columbia Center ranked 10th nationally among the largest seriously delinquent loans that are 60 or more days 
past due.

Meanwhile, the number of still-performing CMBS loans in the Puget Sound area dropped to 807 in August from 861 a year ago, and their 
value shrank to $7.6 billion from $8.2 billion.

It is small comfort, perhaps, but even though the number of soured loans nationwide continues to grow, there are signs that the pace of 
growth is slowing. The percentage of loans that are 30 or more days delinquent across the country rose 0.21 percentage points to 8.92 
percent in August from the month before. That compares with an average monthly rise of 0.35 percentage points in the preceding 11 
months, Trepp said.

The biggest delinquent commercial real estate loan nationally is the $1.5 billion foreclosure of the Peter Cooper Village and Stuyvesant 
Pool in New York City, followed by a series of loans to Extended Stay America and the Innkeepers Portfolio and the World Market II 
building.

Troubled assets

The five largest Puget Sound area property loans on Trepp’s list of troubled loans:

Property Value Status

Columbia Center

701 Fifth Avenue & 403 Columbia St., Seattle $300M and $80M 90-plus days delinquent

Seattle Springhill Suites

1800 Yale Ave., Seattle $31.8M foreclosure

Joe’s Kirkland

12321 120th Pl. N.E., Kirkland $15.5M foreclosure

West Campus Square Shopping Center

35020 Enchanted Parkway S. Federal Way $14.5M foreclosure
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Mariner Village Mobile Home Park

815 124th St. S.W., Everett $11.5M 90-plus days delinquent

Source: Trepp LLC
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