
KeyBank has launched a small-balance conduit program 
that promises to provide borrowers with better customer ser-
vice than is typical on securitized loans.

Under the “Streamlined” program, Key will directly handle 
all contacts with borrowers during the life of mortgages.

“The important thing to know here is that we are lender, 
co-manager, special servicer, master servicer and risk-reten-
tion holder,” said Joe DeRoy, senior vice president and com-
mercial MBS program manager. “From loan application to 
loan payoff, the borrower will never have to talk to anybody 
but Key.”

The first securitization under the program hit the market 
this week (KCM 2018-S1). While technically a conduit deal, the 
offering differs from typical fare in that it is far smaller ($132.3 
million) and backed by loans averaging only $4.3 million.

The 31 fixed-rate loans in the collateral pool range in size 
from $1.3 million to $10.7 million and are backed by a mix of 
property types, including such niche classes as self storage and 
manufactured housing. According to DBRS, properties in ter-
tiary or rural markets account for 37.5% of the pool balance. 
The weighted average coupon is 5.3%, the weighted average 
seasoning is five months and the weighted average remaining 
term to maturity is 8.3 years. Performance Trust Capital, a Chi-
cago broker-dealer, is the lead manager.

Conduit borrowers have long complained about red tape, 
unexpected fees and other servicing problems during the life 
of their loans. For example, servicers are typically required to 
sign off on new leases and loan assumptions, and associated 
delays and added costs can upset borrowers and disrupt their 
business. Widespread complaints have driven some property 
owners from the CMBS sector entirely.

The CRE Finance Council and individual CMBS dealers have 
been changing their practices and guidelines in an effort to 
address the negative perceptions. The trade group this year 
outlined 10 voluntary guidelines for loan documents that are 
aimed at improving consistency and removing ambiguities 
that can lead to disagreements between borrowers and loan 
servicers. It’s unclear how widely the recommendations have 
been adopted or how effective they have been.

Also, a handful of dealers, including Citigroup, Goldman 

Sachs, Deutsche Bank, J.P. Morgan and Wells Fargo, have modi-
fied either loan documents or pooling and servicing agree-
ments to try to streamline interactions with servicers.

DeRoy said Key’s Streamlined program is aimed at middle-
market borrowers because they are most likely to run into 
customer-service problems. While complaints by big property 
owners tend to be addressed quickly, smaller loan clients often 
fall through the cracks, he said.

After testing the Streamlined program for several months, 
Key has found enough favorable response to create a pipeline 
for another securitization or two over the next several months, 
DeRoy said. 
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Commercial real estate � nance veteran David Dysenchuk retired last week from his latest post, as a senior advisor at Aozora Bank in charge of loan syndica-tions. Before joining Aozora in 2014, he was a managing director at SunTrust, also in a syndications role. He previ-ously spent � ve years at Credit Agricole and had stints at Capmark Finance, ABN Amro, Merrill Lynch and UBS. Dysenchuk may soon set up a consulting practice, and is in talks with a handful of insti-tutional borrowers about working with them as an advisor.
Michael Mestel jumped from Square Mile Capital to H.I.G. Realty of New York last week as a managing director and head of U.S. real estate debt. � e buzz is he’ll map out a bridge-lending business for the unit of Miami-based H.I.G. Capital that will write loans of $20 million to $150 million. Mestel ran West Coast originations for Square Mile, where he 

GreenOak Taps Adler for US Loan ProgramFund operator GreenOak Real Estate has hired former Deutsche Bank executive 
Ed Adler to oversee a U.S. debt operation.� e goal is to scale up the business over time to match or exceed the size of 
GreenOak’s European lending operation, which has raised about $2 billion of equity 
for three debt funds over the past � ve years. � e New York shop also has a sizable 
property-investment business in the U.S. and overseas.GreenOak expects to launch its � rst U.S. debt fund early next year. Adler and 
other GreenOak executives will be gauging investor appetite over the next few 
months before determining the speci� c types of investments they’ll pursue and set-
ting an equity target and return goal. � e vehicle would likely originate and buy 
bridge loans and other senior mortgages, as well as mezzanine debt.

� e limited partners in other GreenOak funds would be one logical source of See PROGRAM on Page 12Surging Competition Impacts SyndicationsShi� ing sands in the loan-syndication market are prompting some lenders and 
borrowers to change tactics.� e number of lenders pursuing loan participations is up, increasing competi-
tion. As a result, some lenders are now seeking to take down larger chunks of loans 
or entire mortgages in order to maintain their market share. � at, in turn, is reduc-
ing the supply of syndication opportunities for others.What’s more, the scramble to line up loans is giving borrowers more clout to put 
together “club” deals themselves with a handful of lenders, rather than paying extra 
to get one or two banks to commit to funding an entire loan and later syndicating it.

Lenders agree that the trend has reduced syndication activity in recent months, 
although it’s impossible to quantify by how much. � ey added that it remains to be 
seen how long the changes will last.At the same time, the syndication sta� s at two of the biggest lenders — Bank ofSee SYNDICATIONS on Page 10Benchmark CMBS Spread Hits 6-Month Low� e benchmark conduit spread fell this week to the lowest level in six months 

amid pent-up demand and a broad rally in the � xed-income market.
� e long-term, super-senior bonds of two conduit deals — the � rst to price in 

more than a month — � ew o�  the shelves at a spread of 78 bp over swaps. � at was 
down from the range of 86-91 bp on the four previous conduit o� erings, in early 
August. It was the � rst time that the key spread was that tight since the � rst quarter, 
when the year-to-date low of 66 bp was recorded (see Initial Pricings on Pages 13-17 
and Scorecard for CMBS Spreads on Page 11).� e commercial MBS rally kicked o�  on Tuesday when Morgan Stanley, Wells 

Fargo, Bank of America and NCB priced a $1.4 billion o� ering (BANK 2018-BNK14). 
Deutsche Bank, J.P. Morgan and Citigroup followed up yesterday by pricing a $1.1 
billion o� ering (BMARK 2018-B6).� e 78-bp benchmark spread was well below the dealers’ price guidance for the 
BANK issue of 80-82 bp. It was at the low end of the marketed range of 78-80 bp inSee BENCHMARK on Page 10
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