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Executive Perspective

e Commercial real estate is not in crisis. It is in repricing mode.

e The past decade was defined by abundant liquidity,
historically low interest rates, and aggressive leverage. That
era compressed risk premiums and rewarded growth. Today’s
environment demands something different: capital
discipline, structural creativity, and sponsor credibility.

e The market is not frozen. It is bifurcated.

e Capital is available — but selectively deployed. The
defining feature of this cycle is not the absence of liquidity,
but the discrimination of it.

The Shift from Expansion to Preservation

In prior cycles, capital chased yield. Today, it protects downside.

Lenders and equity investors are focused on:

= Durable cash flow

= Strong sponsorship

= Conservative leverage

= Market depth and liquidity

The most notable shift is psychological. Risk is being priced
explicitly again. This is not merely a rate cycle —itis a
normalization of underwriting discipline.



Liquidity Has Not Disappeared

— It Has Concentrated

The narrative that “capital is gone” is overstated. What has
changed is its distribution.

Capital is flowing to:

o Institutional-quality industrial

« High-growth multifamily markets

o Infrastructure-adjacent sectors (data centers, logistics)
« Proven sponsors with strong balance sheets

Capital is retreating from:

« Transitional office
o Secondary markets without demographic support
« Highly leveraged, speculative development

This concentration creates opportunity. When capital
becomes selective, differentiation matters.

The New Capital Stack:

Structured, Layered, Negotiated

As traditional bank leverage contracts, private credit and
structured equity are expanding. We are seeing increased use of:

» Preferred equity

« Mezzanine capital

« Rescue and recapitalization structures

« Bridge-to-stabilization loans
The capital stack is becoming more sophisticated — and more
negotiated. This environment rewards financial engineering

paired with operational strength.



The Refinancing Wall:

Catalyst or Contained Risk?

The 2024-2026 maturity wave is often framed as an
impending shock. In reality, it is a sorting mechanism.

Assets with:
o Stable income
« Engaged sponsorship
o Realistic valuations

..Will likely refinance, restructure, or extend.

Assets without those attributes may reset pricing
expectations — creating selective distress.

The critical question is not whether maturities exist. It is how
sponsors respond to them.

Proactive recapitalization, early lender engagement, and
willingness to inject equity will define outcomes.
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Equity’'s Recalibration

Equity investors are not retreating — they are repricing.

Return thresholds are higher. Preferred returns are more
structured. Governance rights are more protective.

Yet significant capital remains on the sidelines, waiting for:

« Rate stability
e Clear valuation floors
 Motivated sellers

When clarity improves, deployment could accelerate quickly.

The next upcycle may begin quietly — through recapitalizations
rather than ground-up development.

What This Cycle Rewards

1.Balance Sheet Strength

2.Relationship Capital
3.Real Operating Expertise
4.Conservative Leverage
5.Long-Term Thinking

The market is shifting from financial engineering driven by cheap
debt to value creation driven by execution.



Strategic Outlook:

Transitional, Not Terminal

Commercial real estate is undergoing a structural
recalibration, not systemic collapse.

Transaction velocity will return — but it will be earned.

Sponsors who:
e Engage capital early
o Maintain liquidity discipline
« Embrace flexible structuring
e Focus onresilient asset classes

...Will emerge stronger from this cycle.
The repricing era is not about contraction. It is about

redefinition. And in periods of redefinition, long-term market
leaders are made.
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