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To the capital markets, no land is sacred 
 

THERE are tough bankers, and really tough bankers. Then there is the commercial-mortgage-backed securities 
market, perhaps the toughest of them all. Witness the foreclosure notice received by the tenants of 110 
Greenwich Street, a 13-floor apartment building that is 200 metres south of the former World Trade Centre. 

Even the flintiest New York lenders are dealing gently in that area, considered by many locals as hallowed 
ground. When it comes to Ground Zero, nobody wants to be considered a louse—or at least nobody based in the 
city. 

This foreclosure notice, however, was sent by the Dallas-based subsidiary of ORIX, a Japanese finance company 
that services an $800m mortgage-backed security, including a $14m mortgage on 110 Greenwich and more than 
100 others around the country. ORIX is paid to collect loan payments and also has a position in the riskiest slice 
of the mortgage-backed offering, which means that it takes the first hit if any loans sour. Not surprisingly, it is a 
staunch defender of creditor rights. 

“We have an obligation to the certificate holders,” says James Thompson, chief executive of ORIX Capital 
Markets. Unsurprisingly the owners of 110 Greenwich believe this is shortsighted. A decade ago, the area behind 
the American Stock Exchange was a particularly tired stretch of downtown Manhattan. Municipal tax breaks to 
convert offices into apartments prompted two brothers and an associate to buy the building for $4m in 1997 and 
convert it for $10m. Tenants flocked in. Two years ago the debt was refinanced and securitised by three New 
York banks: PaineWebber, Chase, and Salomon Smith Barney. 

During the World Trade Centre attacks, the windows blew out at 110 Greenwich, and flying girders damaged the 
roof. Every inch of the building was covered by thick soot. Many tenants worked in or near the centre. Although 
none was hurt, some had narrow escapes, including the building's superintendent, who went into premature 
labour while desperately hunting for a child who had been in day care. 

For two months after the attack, soldiers blocked access. Utility companies cut deep trenches for vital new 
connections. Several nearby buildings were abandoned. Undeterred, the owners of 110 spent $400,000 cleaning 
it, with $170,000 coming from insurance, and $230,000 from reserves and new investment. 

Only 20% of the tenants returned in December—a particularly low number, because of the embattled location—
paying at least 20% less. The biggest tenant, a street-level health club, couldn't pay at all but was allowed to 
stay—partly because it livened up the neighbourhood, partly because nobody was rushing to fill the space.  

At least two reorganisation plans were submitted to ORIX, the first in February when conditions were especially 
dire, the second in April when things were somewhat better. Both plans sought to postpone debt payments, and 
to reduce them to cover interest only. ORIX refused to negotiate. Meanwhile, re-letting continues apace, bringing 
life to a damaged street. Almost all the units at 110 Greenwich are now let, albeit at lower rates. But two days 
after the new rent roll was submitted in late April, ORIX filed for foreclosure. “The owners are contractually 
obligated to pay, and they are capable of paying,” says Mr Thompson. 

Conceivably, the property could revert to the creditors. If the reconstruction of lower Manhattan continues its 
positive course, the result could even be an investment coup. Not long ago, everybody on Wall Street believed 
financial markets should always work this ruthlessly. 

 


