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What: Could $3 trillion in CRE exposure at commercial banks lead to disorderly management of bank 
CRE holdings adding further stress to the CRE industry? 
 
Our View: 
We believe regulators are focused on the risks in bank CRE holdings and are positioning banks to manage CRE 
positions in an orderly manner. 
 
The July 2023 Joint Regulators Policy Statement permits banks flexibility to work with stressed CRE borrowers 
while reducing the risk, or criticism, of ‘adverse classification’ for those banks that implement prudent 
accommodations to these borrowers. 

▪ We expect to see widespread extensions to manage the wall of maturities as a result of this policy, which 
we believe will minimize CRE loan defaults at banks (we expect the motivations and processes of CMBS 
special servicers to drive similar extended workouts). 

▪ In the event of any bank failures, we believe regulators are unlikely to liquidate failed bank CRE assets at 
low prices or in a disorderly manner. We note the Dec 2023 FDIC sale of Signature Bank CRE assets where 
the FDIC retained an 80% interest in the portfolios and provided financing. 

 
How LibreMax is Positioning: 
Given the current level of bank CRE exposure, and risks associated with these holdings, we expect a continued 
reduction in banks’ new CRE lending. We expect this will provide an opportunity for non-bank lenders and could 
result in maturity extensions on many existing loans. Accordingly, we have been seeking to actively deploy capital 
in selected funds where we see opportunities around this thesis. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
DISCLAIMER 
This document contains may contain confidential/proprietary information and is intended for information purposes only. It is not an 
invitation or offer to purchase interests from LibreMax Capital, LLC (“LibreMax”) or any of its funds. Any representation to the contrary is 
unintentional. While all the information prepared in this document is believed to be accurate, LibreMax makes no express warranty as to 
the completeness or accuracy of such information, nor can it accept any responsibility to update errors appearing in the document. This 
document may not be reproduced or redistributed in whole or in part.  
The past performance (if any) of the investment team should not be construed as an indicator of future performance. Any projections, 
market outlooks or estimates in this document are forward looking statements and are based upon certain assumptions. Other events 
which were not taken into account may occur and may significantly affect such projections. Any projections, outlooks or assumptions should 
not be construed to be indicative of the actual events which will occur.  
For UK Investors Only: In the United Kingdom, this document is addressed only to persons who are: (i) investment professionals within the 
meaning of Article 19 of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 ("FP Order"); (ii) high net worth 
companies and certain other entities falling within Article 49 of the FP Order; or (iii) any other persons to whom such communication may 
lawfully be made. It must not be acted, or relied, upon by any other persons. Nothing in this document is intended as an offer or placement 
of any alternative investment fund in any country in the European Economic Area.  

 
 

https://www.fdic.gov/news/press-releases/2023/pr23051a.pdf

