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Revisiting & Highlighting our
Outlook on Office Commercial
Real Estate

We wanted to highlight the Bramshill Monthly Insights we distrib-
uted in July of 2023 which discussed the Office Commercial Real Es-
tate (“CRE”) Market and Investment Opportunities within Securitized
Products. On the heels of the recent headlines surrounding New York
Community Bancorp’s (“NYCB”) financial strength and potential risks
of CRE exposure to regional banks, we thought it would be beneficial to
highlight the views we have had on the sector and the prudence we have
already been employing by avoiding such risks in the CRE sectors, such
as office properties.

As an update the delinquency rate charts by commercial property types
found in the piece from July, as seen in the chart below from Trepp,
office commercial property delinquencies continued to rise above the
overall delinquency rate climbing to the second highest delinquent
property type behind retail.
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The fundamental weakness occurring in the commercial proper-
ty types seen above coupled with the impending reduction in prop-
erty values due to lower occupancies and higher cap rates (which
we also showed an example of in the attached piece) has led to fur-
ther real-life examples of deterioration to office related properties.
For NYCB mentioned earlier, they increased their loss reserves from
$62 million to $552 million in the fourth quarter partly to cover ex-
pected losses on a loan used to finance an office building. In anoth-
er example, Japan’s Aozora Bank reported that bad loans tied to U.S.
offices were partly to blame for its projected annual loss of 28 billion
yen ($190 million) in 2023. Reports such as these have been suggest-
ed to be idiosyncratic by some analysts regarding the overall health of
banks. We remain wary of such issues being limited and feel like they
will continue to ripple throughout the entire banking sector, and more
specifically to regional banks. The chart below from the Bloomberg

article, Six charts That Explain the CRE Debt Crisis: Credit Weekly
(2/10/2024), shows that banks have the biggest exposure to CRE lending as
almost $3 trillion of U.S. CRE debt matures through 2028.
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Further, another chart from the same article shows that region-
al banks, that faced fewer capital requirements than larger banks
after the great financial crisis, took the opportunity to increase
their exposure in CRE lending just as interest rates began to rise.

M CMBS M Investor-Driven Private/Other Government Agency Insurance
M International Bank National Bank Regional/Local Bank

H1 2023 [

1 I
20 120

Source: MSCI Real Assets

Percentages are rounded Bloomberg

As we mentioned back in July 2023, we will continue to remain selec-
tive and focus on investments that are secured by underlying assets
with stronger vacancy and performance fundamentals than current-
ly being experienced in the office CRE property sector, such as the
multifamily CRE sector. Once we feel the fundamentals have flowed
through and “bottomed out” for such property types, such as office
CRE, we may look to make more opportunistic investments in those
sectors. We feel such prudence will be a good foundation for our Se-
curitized Products investments and that good asset selection result-
ing from a proven repeatable process with a long track record will
allow Bramshill Investments to continue to outperform our peers.
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About Bramshill Investments

Bramshill Investments is an alternative fixed income asset manager with
over $5.05 billion in assets under management as of January 31, 2024.

Founded in 2012 and headquartered in Florida, with offices in California and
New York, the firm offers alternatives to traditional fixed income investment
management featuring a variety of strategies across various debt and fixed
income markets and specializing in preferred securities.
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Disclosure: Bramshill Investments, LLC (“Bramshill”) is an asset management
firm and investment adviser registered with the U.S. Securities and Exchange
Commission (“SEC”). Registration with the SEC does not imply any skillset of
Bramshill or its employees. All statements and opinions are subject to change
as economic and market conditions dictate. Investing involves risk, including
the potential loss of principal, and the profitability of any particular investment
strategy or product cannot be guaranteed. Our view and opinions are accurate
as of the date of this letter and are provided for informational purposes only
and are for the sole use of the intended audience/recipients, all of which are
or represent current or potential investors in one or more investment vehicles
or mutual fund (each a “fund” and collectively the “funds”) managed by Bram-
shill. The data and information presented herein has not been audited (except
as otherwise expressly indicated) and is subject to subsequent adjustment.
Bramshill has no obligation, express or implied, to update any of the informa-
tion or to advise you of any changes. Similarly, Bramshill does not make any
express or implied warranties or representations as to the completeness or
accuracy, or accept responsibility for inaccuracies, errors or omissions. Past
performance is not necessarily indicative of future results. No representation
is being made that any fund or portfolio managed by Bramshill will or is likely
to achieve profits or losses similar to those shown. The reader should not as-
sume this is investment advice or an offer to solicit into one of our investment
strategies. Further information regarding the funds and investment strategies
are available upon request. For more information, please refer to www.bram-
shillinvestments.com
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