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Loan Sale Prices Hit All Time High
Low interest rates and surging investor demand have pushed loan sale prices to 
an all-time high. 

Prices are likely to stay that way, even as the Federal Reserve begins to increase 
rates.

“The Fed’s recent actions signal that loan sale prices are going to remain elevated 
into 2016,” said DebtX’s Bill Looney, President, Loan Sales. “The Fed appears to 
have taken the stance that rates will be low for the foreseeable future. With the 
world awash in liquidity, that bodes well for institutions wanting to sell loans.”

Loan sale volume is also likely to remain robust going into next year. Because 
most of the nation’s banks have disposed of their problem loans, they are now 
making strategic decisions to re-allocate capital to new opportunities. 

“Loan sale volume is as high today as it was during the credit crunch, but the 
sentiment is quite different,” Looney said. “Bankers are selling now because they 
are making an active choice to position their institution for growth by selectively 
selling certain loans.”

Strong Demand
Demand for loans is coming from a spectrum of buyers.  

Many low-yield funds are in the market for product that may not meet bank 
credit quality standards, but have a demonstrated track record of payment.

“Buyers are willing to accept very thin yields in this market,” Looney said. “The 
goal is to clip coupons, but the options are limited. Some of these loans may have 
LTV’s of 100%, instead of 70% as most banks require. Or the collateral may be 
insufficient to cover the full amount of the debt. Even so, some of these mixed-
performing loans are very attractive to certain buyers.”

There is also strong demand for the remaining non-performing loans. Buyers are 
bidding up non-performing loans in an attempt to purchase the underlying real 
estate and reposition the property for income, capital appreciation or both. 

Fund Exits, M&A Creating Inventory
Adding to the inventory are distressed debt and opportunity funds that are selling 
loans to harvest gains. These funds bought during the depths of the credit crisis 
at steep discounts and are closing out their positions at a premium.
(Continued on page 3)

DebtX Goes To China
DebtX has successfully conducted its first loan sale for 
a bank in China.

DebtX’s sale of a single, $4.5 million loan collateralized 
by a privately owned steel and iron factory was a test case 
that showed how Western-style portfolio management 
can be applied to manage non-performing loans for 
Chinese banks. 

“The successful sale of this loan demonstrates how 
DebtX can work with Chinese banks to sell problem 
loans and allow foreign capital to enter the country,” 
said DebtX’s Shiqin Li, Director and head of greater 
China who managed the transaction.

Mounting Problem Loans
Chinese regulars are increasingly concerned about the 
growing volume of problem debt in its beleaguered 
banking system.

Bad loans were up 40% in the third quarter of 2015 
and totaled RMB1.19 trillion (about $186.8 billion), 
according to website of China Banking Regulatory 
Commission, www.cbrc.gov.cn. 

(Continued on page 5)
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“None of the major Latin American economies have a serious NPL problem, although NPLs are increasing moderately in a number of 
countries after years of increased supply of credit and as economies have slowed more recently,” Oppermann said. “Mexico does still have a 
sizeable chunk of NPLs from non-banking mortgage finance companies that were funded by the government. That is the next big block of 
business that could come to market, but it’s unclear at the moment how much will actually be offered.”

Deals in Peru
In countries like Peru, at least some bankers are starting to emulate their U.S. and European counterparts in using active portfolio management 
and loan sales to manage their balance sheet.

DebtX has been working with bankers in the country and recently executed two deals for Peruvian institutions.

The first sale was a portfolio of about $70 million in secured and unsecured loans, and REO. Most of the loans ultimately met the seller’s 
reserve price, but there was limited participation.

The second deal included $130 million of secured loans, both non-performing and mixed-performing. The portfolio included small and 
medium-sized commercial loans with mortgage collateral. There were also retail mortgage loans, foreclosures and REOs.

The larger transaction attracted U.S.-based investment banks, large distressed debt funds and opportunity funds and the transaction 

ultimately closed after direct negotiations. The sale met the seller’s expectations.

“There was much more interest in the second transaction from big international players because of the larger transaction size and because all 
the loans were secured by quality collateral,” Oppermann said. “That was the key difference – buyers wanted product secured by collateral.”

The sale was also notable for the forward-looking thinking of the bank’s management. The executive team understands the strategic value 

of using loan sales to manage risk and their overall balance sheet.

“This seller is a model for Latin America,” Oppermann said. “The executive team is managing their balance sheet like bankers in other parts 
of the world, where active portfolio management is understood to have a significant impact on profitability, capital ratios, and reducing risk.”

For more information about loan sales in Latin America, contact Kurt Oppermann, koppermann@debtx.com.

Loan Sale Opportunities In Latin America
Latin America represents opportunities for loan buyers and sellers, but not all the 
action may be in the most obvious places.

Brazil and Mexico have traditionally been the countries where most of the loan 
sale transactions have occurred, but many of the attractive deals in the current 
cycle are happening in Latin’s America’s peripheral economies.

“Smaller countries like Peru are seeing sizeable deals getting  done with international 
buyers,” said DebtX’s Kurt Oppermann, Director, Latin America. “The perception 
is that only the big economies will provide product, but that’s definitely not true 
today.”

Looking Past Europe
The market is turning to Latin America because the European market is in various 
stages of addressing its mountain of non-performing loans and making product 
available. (See accompanying story.) 

The focus in Latin America is primarily on bank sales of non-performing residential 
mortgages, and more recently, mid-sized business loans and commercial mortgage 
debt. There has been relatively little performing debt for sale.
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Loan Sale Prices Hit All Time High
(Continued from page 1)

Fund Exits, M&A Creating Inventory (cont’d.)

“More than a few funds made some very good buys,” Looney said. “Now that the market has recovered, it’s an opportune time to sell and 
redirect capital.” M&A activity is also creating additional inventory. 

About 250 bank transactions have been completed year-to-date, about the same volume in years past. As banks merge, they often need to 
sell portions of newly acquired portfolios to ensure they have the proper diversification and satisfy regulators. 

“When acquiring another bank, most buyers prefer to exclude the seller’s distressed or non-strategic loans from the transaction,” Looney 
said. “Given the number of M&A deals this year, more of this excluded loan inventory is coming to the market and that represents another 
opportunity to pick performing and non-performing loans.”

The Fed’s Next Move
The Fed’s current posture to keep rates low is likely to buoy prices in the secondary market. The Fed is expected to gradually raise rates, 
although a sharp increase would likely weaken prices.

“The Fed is saying, ‘We’re keeping the money supply open.’ As long as rate remain low and rise gradually, there should be strong demand for 
loans. Right now, it’s hard to believe that loan sale prices can go much higher. For sellers, now is an good time to bring product to market.”

For more information about Loan Sales, contact Bill Looney, wlooney@debtx.com.

Upcoming Loan Sales

556 Million RMB ($85.3 MM USD)

Non-performing loan sale secured by 

a petrochecmical wharf & an office 

building in Southern China.

Bid: 3/15/16

$10 Million 

Mixed performance residential loans 

secured by 1st liens. Collateral 

throughout the US with concentrations 

in CA, NY, NJ, & FL.

Bid: 3/16/16

$17.4 Million 

Consolidated judgments & charge-

off loans. Obligors & collateral 

concentrated in Pacific NW.

Bid: 3/17/16

$4.15 Million 

Newly originated loan secured by a 

54,000 SF office building in a suburb 

outside Chicago.

Bid: 3/17/16

$21.9 Million 

High-yield performing loans secured 

by multi-tenant properties, a hotel and 

a motel located in CA, AZ, NV, & WA.

Bid: 3/17/16

$44.7 Million 

High quality performing CRE loans 

secured by Class B retail & office 

properties in N. Dallas, San Antonio 

& Houston, TX.

Bid: 3/22/16

$15 Million 

Performing CRE laon sale secured 

by a 255,000 SF Class A open air 

lifestyle center in WA. 

Bid: 3/22/16

$82.5 Million 

Mixed performance loan sale 

secured by CRE and resi, business 

assets & land. Collateral located in 

PA, OH, KY, NJ, & AZ.

Bid: 3/22/16

$7 Million 

Seasoned performing loans secured by 

1st liens on occupied single tenant bank 

branches. Collateral property located in 

IN.

Bid: 3/21/16
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Assessing The European Loan Sale Market
Banks in Spain and Italy are facing more pressure to reduce their non-
performing loans, while the U.K. and Ireland are making good progress in 
addressing the distressed debt on their balance sheets.

Germany has largely worked through its problem loans and is actively 
winding down its workout teams. Demand for its debt remains strong, but 
few institutions are selling.

In Greece, structural change being implemented by the government could 
lead to an NPL market that emerges with immediate critical mass. Or, politi-
cal inertia will leave the market hamstrung by the competing objectives of the 
different elements of the government.

These were the major takeaways from DebtX’s recent participation in a 
London conference focused on distressed debt.

“European countries are all over the board,” said DebtX’s Gifford West, 
Managing Director and head of International Operations and Business 
Development. “Some have a great sense of urgency and are very focused on 
selling loans, while others are still trying to figure out a strategy.”

The UK & Ireland
In the UK and Ireland, sales of jumbo loans by the banks and government agencies are winding down.  While that may be bad news for 
big private equity funds that need to put to work the enormous amount of capital, it is positive for the other parts of the banking system.

Long-term real estate investors that are not buying NPLs have been sitting on the sidelines. They are queuing up to purchase real estate 
from the big funds. Similarly, mid-sized and specialist distressed debt buyers are positioning themselves to take over the loans not suited 
to the big shops’ servicing platforms.

The consensus: The UK and Irish markets have entered the next phase of the NPL cycle – rapid resolution by the large funds seeking a 
quick exit and more aggressive activity by longer term investors.

(Continued on page 5)

Spain & Italy
Spanish and Italian banks have recognized that they need to re-engineer their business models to compete in their domestic markets. 
Lowering costs and raising efficiency are critical to survivial in today’s new and more competitive landscape.

In the current environment, the dynamics of servicing large NPL and non-core portfolios is almost never suited to the ecosystem of a bank: 
staffing levels need to be fluid and compensation models structured appropriately.  

Both Spanish and Italian banks are increasingly recognizing that these activities are better managed by third parties – sometimes through 
sales (e.g., SAREB), sometimes through joint ventures (e.g., Intesa/UniCredito/A&M).

The ECB, Bank of Spain, and the Bank of Italy are all raising the capital costs of sitting on non-performing and non-core positions.  The 
Bank of Spain has also increased pressure on SAREB to mark-to-market its books. These pressures have been mounting for years; many of 
the participants believed that it has now hit a critical juncture particularly in Spain.

While these factors are likely to encourage more loan sales, legal changes in Spain may have an adverse impact on the values banks will realize 
through sales. The changes include:

 • A movement in the bankruptcy laws favoring borrowers and SMEs
 • Doubts about the legitimacy and value of shortfalls in personal mortgages
 • Increasing protection and avoidance of foreclosures due to the political trends

The consensus: Spain should have a critical mass of sales for the foreseeable future.

In Italy, there should be few impediments to an active secondary market. Italy saw a liquid NPL market in 1999 and has enough staff trained 
to service NPLs. With regard to unsecured loans, there is a universe of credible servicers.

The consensus: The market has learned to be skeptical of forecasts of a tsunami of Italian NPL sales.



Assessing The European Loan Sale Market
(Continued from page 4)

Germany
In Germany, strong demand exists, but with three exceptions, there are no large sellers 
of NPLs. Most German banks have downsized their workout teams from the peak in 
2005 and are able to resolve their NPLs internally.  

Of the remaining three banks with a substantial inventory of NPLs, it appears that 
Commerzbank will sweep what’s left back into the live bank. FMS and EAA remain 
the two owners of substantial NPL stock. 

The consensus: buyers would like to see more German NPLs but are not expecting a 
substantial flow.

Greece
In Greece, there is no question of there being more than an adequate supply of NPLs; 
current estimates place the combined NPL inventory at more than €100 billion.

The Government is working with the ‘Quartet’ to find a politically acceptable means 
for conducting NPL sales. The Quartet is pushing, but the sale of residential NPLs 
remains a politically sensitive issue.

In one scenario, Greece could be a major NPL market over the next 18 months. In the 
other, nothing may happen.

For more information about Europeloan sales, contact Gifford West, 
gwest@debtx.com

DebtX Goes To China
(Continued from page 1)

Mounting Problem Loans (cont’d)

The government has ordered Chinese banks to 
start raising capital to strengthen their balance 
sheets. One Hong Kong banking analyst said the 
problem is so dire that “China is facing a sys-
temic credit crisis.”

“Chinese banking regulators are realizing that 
the country is facing an increasing problem with 
asset quality,” Li said. “They are beginning to 
understand that loan sales can effectively address 
the problem. Loan sales help institutions realize 
fair market value and bring greater transparency 
to the market. Regulators are also encouraging 
bankers to do trade-outs to maximize the loan 
proceeds and create transparency.”

A Local Partner
International firms that conduct loan sales in 
China are required to have a local partner to 
execute the sale. A foreign firm must work with 
a regional exchange to facilitate the transaction.  

“Very tough restrictions are imposed on foreign 
service providers in China,” Li said. “DebtX is 
actively developing relationships and has just 
signed a partnership with a third-party that is 
licensed to provide services to Chinese financial 
institutions.”

By working with a regional exchange, DebtX  
can now offer its loan sale advisory services to 
Chinese banks. DebtX has seen growing interest 
from a number of financial institutions and will 
be offering additional loan sales in China in the 
coming months.

“Chinese bankers are looking for the same thing 
as other bankers are around the world: they want 
to realize fair market value for their debt,” Li said.

For more information about loan sales in China, 
contact Shiqin Li, sli@debtx.com.
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US Offices
FRANKFURT, 
GERMANY 
T: +49 69 75 93 8414 
F: +49 69 75 93 8200

International Offices

BIRMINGHAM, UK 
T: +44 2476 641 316

Upcoming Conferences 

CRE Finance Council Annual Conference 
June 13-15, 2016
NY Marriott Marquis  
New York, NY 

LendIt USA 2016
April 11-12, 2016
San Francisco Marriott Marquis
San Francisco, CA 

Thomson Reuters LPC Middle Market Conference
April 27, 2016
NY Marriott Marquis
New York, NY

CBA 29th Annual Lenders Conference 
March 13-16, 2016
Omni Rancho Las Palmas Resort 
Rancho Mirage, CA 

BOSTON 
Corporate Headquarters 
T:  617.531.3400 
F:  617.531.3499

NEW YORK 
T:  212.878.3654
F:  212.878.3630

ATLANTA 
T:  770.500.3836 
F:  770.500.3556

SAN FRANCISCO 
T:  650.616.4174 
or 971.327.4102
F:  877.817.3984


