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Executive Summary

f Total U.S. CMBS outstanding was about $490 billion according to Trepp as of March
2020, with more than $86 billion in outstanding balances collateralized by hotel/lodging
properties across the U.S.

f  Due in part to the economic impact of COVID-19, lodging loan defaults are expected to
peak at 10% by the end of 2021, as ‘extreme cash flow disruption” is likely due to
massive hotel cancellations.

I For U.S. insurers, about $125 billion CMBS in book/adjusted carrying value (BACV) out of
a total $173.5 billion modeled by the NAIC included CMBS collateralized by conduit and
single asset/single borrower (SASB) lodging loans as of year-end 2019; about $96 billion

Overall CMBS Market & Lodging/Hotel Loan Collateral

As of March 2020, U.S. CMBS outstanding was about $489.2 billion according to Trepp, a data source for
securitized mortgages. Trepp data also shows that about 3,000 CMBS loans, totaling over $86 billion in
outstanding balances, were collateralized by hotel—i.e., lodging—properties across the U.S., with more
than 25% collateralized by lodging properties/hotels in multiple states.! The largest state exposures
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were California and Florida, each accounting for more than 10% of the



Table 1: Total U.S. Insurer CMBS Investments*, Year-End 2019 ($BACV)

*Includes CMBS investments modeled by the NAIC.

Life companies accounted for about 75% of the



Table 2: Total U.S. Insurer CMBS Lodging Loans Exposure, Year-End 2019

Deal Type Vintage LodginglLoan Deal Avg Total Remaining DSCR LTV %
Balance  Lodging Lodging Lodging Term
(SMM) % Loan Loan (Months)
Count  Count

Conduit Pre Crisis 280 14.2% 1 15 18 1.3 133
Conduit Post Crisis 46,464 13.5% 7 2,744 67 2.0 60
Sngle Asset/Borrower = Post Crisis 28,167 100.0% 1 70 14 3.5 58
Large Loan Post Crisis 666 40.2% 2 12 21 3.8 48
Other Post Crisis 155 14.0% 2 7 60 2.0 55
Total 75,732 20.0% 2,848 46 2.6 59

Source: BlackRock Solutions
Summary

Concluding, while the lodging/hotel industry is expected to experience double digit defaults due to
major cash flow disruption over the next two quarters, concerns regarding U.S. insurer exposure to
CMBS collateralized by lodging loans is mitigated by the high credit quality of the majority of the
investments; i.e., they are mostly senior tranches with high credit quality ratings, and the total BACV of
exposure is less than 3% of U.S. insurer total cash and invested assets. Still, U.S. insurers with thin capital
buffers and high relative exposure to financial market volatility are most at risk of potential credit
deterioration, and they should be monitored accordingly.

The NAIC Capital Markets Bureau will continue to monitor financial market trends with U.S. insurer
investments and report as deemed appropriate.



