The era of fiscal excess

Lockdowns were the beginning of the end of office space as
we've known it for over four decades. Work from home
spurred vacancies expected to rise through 2025. The 2022
Fed interest rate hikes alone moved trillions of dollars of
commercial real estate (CRE) underwater. potentially leaving
taxpayers on the hook again for trillions of dollars in losses.
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17 percent

of U.S. office space is

unleased—the highest

level since 1979. This
reflects years of
overbuilding and

shifting work habits
accelerated by
lockdowns.
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The U.S. office glut
began with a change in
tax code and subsidies,

according to analysts.
Investors were allowed
to escalate the
depreciation of
commercial real estate
lowering their tax bills
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tenant rebate

schemes
maintained the

mirage of a strong

market for years

385 U.S. banks
expected to fail

over commercial real
estate loans alone
according to National
Bureau of Economic
Research, overwhelm-
ing small regional
banks that typically
hold a third of their
assets in CRE loans

—up 30 percent
in a matter of
months. Rates of
distress in office
loans just hit
11 percent.
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Using Signature and
SVB as precedents,
taxpayers could
pick up 80 percent of
the losses—while
larger banks pick up
the assets at pennies
on the dollar

$72.7 billion

the refinancing shortfall that office
landlords will face between now and
the end of 2025 according to CBRE.
Most tenants are still paying rent and

lenders are being lenient, for now.



