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Belgravia Capital, a boutique lender that became a casualty
of Finova Realty’s ill-starred foray into commercial real estate
lending in the late 1990s, has returned to the commercial
mortgage market.

Bankrolled by private investors in India and the Middle
East, the revived unit of Belgravia Group has been making
short-term loans since March to select clients buying dis-
tressed commercial mortgages. The loans are typically 2-year
floaters that can be extended by up to five years. 

Meanwhile, the Irvine, Calif., operation, which declined to
specify origination goals for 2009, is considering the possibili-
ty of writing other types of loans. There are indications that it
is also scouting for troubled lenders to acquire. 

The reconstituted Belgravia is led by chief executive R.J.
Brandes, who launched the original Belgravia Capital as a
mortgage brokerage in 1984. The management team includes
managing director Nik Chillar, another veteran of the original
unit. Belgravia quickly expanded into principal lending and by
the 1990s specialized in mortgages on self-storage properties
and manufactured housing. 

Belgravia Group, a private equity firm, sold Belgravia
Capital to Finova Group of Scottsdale, Ariz., in 1997. Finova
made the unit the nucleus of its Finova Realty commercial real
estate business, which grew to 80 members. Finova initially
sold loans to commercial MBS programs and eventually con-
ducted a $632 million securitization itself. But the market
downturn of 1998 left the parent company staggering under
the weight of nonperforming business loans. The securitiza-
tion program was scuttled by early 2000.

Brandes retained a post with Belgravia Group even while
assuming the title of head of capital markets for Finova Realty.

Chillar joined the London office of Lehman Brothers in 2001
and worked in the U.K. securitization shop headed by Jim
Blakemore.

S&P Rating Plan Sparks Industry FirestormS&P this week asked the industry to comment on proposed changes to its rating
methodology that would result in sweeping downgrades of super-senior, triple-A
commercial MBS. The agency may want to brace itself for the response.

The initial reaction came fast and furious, with near-universal condemnation
from bondholders, lenders and traders alike. Market participants said they were
blindsided by the proposal, which most termed an overreaction by the agency. Some
pointed out that the announcement seemed to contradict a previous indication from
S&P that super-senior downgrades weren’t in the offing. And many questioned S&P’s
motivation and timing — and warned that the agency is risking a backlash.

The announcement, which amounted to a tacit admission by S&P that its pre-
vious methodology was significantly flawed, triggered a huge CMBS selloff on
Tuesday, undoing much of the recent rally. Investors worried the shift would tor-
pedo a new Federal Reserve program aimed at jumpstarting the CMBS market by

See S&P on Page 8TALF Spurs Pru to Draw Up a $1 Billion FundSeeking to take advantage of the Federal Reserve’s new financing program for
bondbuyers, Prudential Mortgage Capital plans to raise $1 billion of equity for a
fund that would write loans for securitization.Buyers of super-senior bonds from the resulting securitizations would be eligi-
ble for low-cost financing under the Fed program, known as TALF (for Term Asset-
Backed Securities Loan Facility). The Pru fund would retain the remaining classes, including the subordinate
triple-A notes, according to people familiar with the plans. Those classes would be
harder to sell at attractive prices because they would be ineligible for TALF loans.
A Pru spokeswoman declined to comment.Pru is one of several lenders that have begun exploring whether TALF will make
the securitization of commercial mortgages feasible again. As previously reported,
MetLife and GE Capital have both had internal discussions about warehousing loans 

See TALF on Page 6Transfers to Special Servicing Jump AgainThe amount of commercial mortgages in special servicing skyrocketed this
month, fueled in large part by the bankruptcy filing of General Growth Properties.

According to Trepp, a whopping $12.4 billion of loans were transferred to spe-
cial servicers in May. That increased the total by 52%, to $36.2 billion. Just under
5% of the total balance of securitized commercial mortgages is now under the con-
trol of special servicers, up from the previous record of 3.18% set last month. 

While the surge demonstrates continuing deterioration of CMBS-loan perform-
ance, it was exaggerated by General Growth. The REIT’s bankruptcy resulted in the
automatic transfer of its mall loans to special servicers, even though most of the
properties continue to perform well.About two-thirds of the loans transferred this month are collateralized by
General Growth malls. The REIT now accounts for 26.6% of the total balance of
loans in special servicing, according to Trepp. But even excluding those mortgages, See TRANSFERS on Page 10

11 LOANS IN SPECIAL SERVICING
2 Law Firms Shift Attention to Distress 
3 CMBS Buyers Bypass Freddie Deal
3 Colony Plans to Re-Open Debt Fund
3 CMBS Pros Start Advisory Shop
4 CWCapital Seeks Partners for Deals
4 Belgravia Reborn as Originator 
5 Tremont Eyes First Close by Yearend
5 Natixis Refinances Delaware Offices
6 Ex-AIG, Acadia Execs Set Up Shop
6 Clark Street Builds Investor Database
7 Attorneys Watch Cadwalader Case
8 Penner Defends ‘Courageous’ S&P

13 Chicago Firm Maps Debut Fund 

MAY 29, 2009

LNR Property laid off 10 back-officestaffers in its loan-servicing group lastweek. The cuts were concentrated inaccounting and financial reporting. Thegroup is based in Miami Beach. At thesame time, the firm cut a number ofstaffers in its equity-investment group,based in Newport Beach, Calif. LNR is aunit of Cerberus Capital Management.
Adam Klingher has joined Johnson Capitalas a director to oversee a new multi-fami-ly-lending group in the Midwest. Klingherformerly was a director of multi-familylending for Washington Mutual and,before that, a vice president at GMACCommercial Mortgage. Johnson Capital, ofIrvine, Calif., has originated loans for
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