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Executive Summary 

• �ůĂĐŬƌŽĐŬ�^ŽůƵƚŝŽŶƐ�;�Z^Ϳ�ŚĂƐ�ďĞĞŶ�ƚŚĞ�E�/� Ɛ͛�ǀĞŶĚŽƌ�ĨŽƌ�
analyzing the risk of CMBS since 2010. 

• BRS made enhancements to its CMBS credit model for use by 
all its clients in 2016. 

• Testing of the new model and QA of its results was announced 
in 2016. 

• NAIC - SSG has been evaluating these enhancements. 

• This is an analysis of these effects.  

• Preliminary results indicate that the enhanced model is 
somewhat more conservative than the one currently used. 

• The model will be implemented for year-end 2017. 
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NAIC Structured Securities Initiative 

• BlackRock Solutions (BRS) has modeled CMBS credit risk for the 
NAIC since 2010, using their proprietary property and loan level 
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Estimated Transitions: Model 1.0 to Model 2.0 
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Summary of Impact on CMBS Transactions 
As the enhanced model better captures idiosyncratic property risk, losses 
are  somewhat higher across vintages, with larger differences in the peak 
vintages (e.g. 06/07) and more recent issuance (e.g. 14/15). 

• Single Asset (Legacy and 2.0) ʹ No major impact; only in post crisis 
subordinate sector. 

• Legacy Conduits ʹ Bond level designation impact is concentrated in AJ 
and AM and mezzanine bonds from peak vintages. 

• Impact is muted given the high levels of current and expected pay 
downs. 

• CMBS 2.0 Conduits ʹ Later vintage losses moderately higher as the 
model enhancements better capture asset-specific risks in newly 
originated loans. 

• Estimated Capital requirements increases are concentrated in 
subordinate classes of Conduit and Single Asset/Single Borrower sectors 

• But most designations unchanged, only 1.4% downgraded 
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Next Steps 

• The conceptual framework of the enhanced BRS CMBS model 
has been reviewed and vetted by NAIC-SSG. 

• NAIC-SSG has completed loan and bond level QA and will 
continue to review model output through 2017. 

• NAIC-SSG will continue to confer with VOS (E) TF on its 
findings in 2017. 

• Implementation of the CMBS model enhancements is 
expected to take place for the year-end 2017 analysis. 

• Look for announcements on implementation on the AVS 
Bulletin Board and the NAIC-SSG web homepage. 
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