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Key Scraps Small-Balance Program

KeyBank is shutting down a securitization program that
specialized in small-balance loans, a niche once seen as the

next frontier for commercial MBS.
The Cleveland bank launched its Key
Commercial Mortgage Access program
in 2005 and securitized its first batch of
small-balance loans in a $237.5 million
deal that priced in 2007 (Key
Commercial Mortgage Securities
Trust, 2007-SL1). Going into 2008, Key
was hoping to originate $1.5 billion of
small-balance loans for securitization.
But then the CMBS market collapsed,
and the 2007 issue turned out to be
the banks lone deal under the pro-
gram.
With no U.S. CMBS deals having
priced since mid-2008, Key recently
decided to shutter the small-bal-
ance-loan operation as part of a
broader effort to reduce exposure to
commercial real estate. The bank
laid off a half-dozen staffers in its
CMBS program, most of whom left
this week. Managing director
Charles Krawitz, a former LaSalle

Bank executive hired by Key in 2007 to
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tively well among portfolio lenders during the credit crisis. In
the third quarter of 2008, U.S. lenders wrote a combined $33.5
billion of small-balance loans, a 6.4% increase from the third

quarter of 2007, according to analytics firm Boxwood
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The bank’s pullback reflects waning confidence that the
CMBS market will revive anytime soon. But small-balance lend-
ing, involving mortgages of up to $10 million, has held up rela-
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Means.
“There’s a lot of opportunity in

, the small-balance space,” Krawitz

said. “The space has held up rela-

tively well. You don't have values
falling as rapidly”

When he arrived at Key in 2007,

Krawitz had big plans for the con-

duit program, one of the few focused

on small-balance loans. He talked
about hiring 20-25 originators who
could source up to 1,400 loans a year.
Krawitz had led a similar effort at
LaSalle and later ran the bank’s multi-
family-housing finance group.

Two other LaSalle alumni who
joined Key around the same time as
Krawitz were among those laid off this
week. Chad Eisenberg and Jon Willems
had worked on LaSalle’s small-balance
CMBS program. Ryan Welsh, who left
LaSalle a year prior to joining Key, is

expected to remain with Krawitz to
work on pending deals. All three men

were directors who reported to Krawitz.
Also cut this week were originators Gory Lanman, who cov-

ered the greater Seattle area; Jason German in Atlanta; and
Tony Pass in Denver. <
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