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With consumers being “urged to stay at home” and social distancing practices in place, non-essential,
discretionary retailers have closed physical stores. Consequently, defaults on retail commercial
mortgage loans are expected to increase sharply. Trepp’s stress scenario analysis shows that retail
defaults will reach 3.6% in late 2021/early 2022 from less than 0.5% at the end of 2019. This higher
periodic default rate results in a cumulative five-year default rate of 16% and an expected loss of 5.3%.?

The NAIC Capital Markets Bureau will continue to monitor financial market trends with commercial
mortgage loans and report as deemed appropriate.
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