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ommercial real estate finance boils down to

three “main events”: money, property, and

transactions in which money gets turned into
property or property gets turned into money. The
industry has developed its own vocabulary for these
events and all their various bits, pieces, and steps.
Some of these words and phrases are just descrip-
tive. Others are metaphors or slang that carry some
cynicism and humor along with them. Some of these
words are cynical and funny, with meanings that are
not obvious to the uninformed ear. By fully under-
standing these words, one can begin to understand
the thought processes and overall flavor of the entire
commercial real estate finance industry and mindset.

Toward that end, the following lexicon collects
words that are commonly and not so commonly
used in commercial real estate transactions—pri-
marily loans but also equity investment transactions
and commercial leases. A few of these words some-
times have meanings in other areas of business. The
authors offer no guarantee about this lexicon, except
that it is incomplete and imperfect.

This lexicon limits itself to the areas listed in the
last paragraph, ignoring two related industries that
could offer fertile ground for additions to the list.
First, until mid-2007, many newly originated com-
mercial mortgage loans soon found their way into
the “securitization” process, a mechanism developed
by Wall Street that permits pools of mortgage loans
to secure multiple tranches of bonds issued to inves-
tors. As that mechanism became ever more complex,
its vocabulary grew accordingly. Given the dismal
state of securitizations, the authors’ primary areas of
expertise, and length limitations, this lexicon disre-
gards any phrases that come exclusively from that
area of practice. Second, residential real estate finance
has a far more extensive language than commercial
real estate finance, but the authors of this lexicon
handle only commercial transactions.

Words and phrases in this lexicon come mostly
from two areas of commercial real estate finance. The
first major source is the process of thinking about,
structuring, negotiating, and closing commercial
real estate loans. The second major source is the
focus of most commercial real estate finance players
right now: the process of dealing with troubled and
defaulted loans and all the various permutations and
elements that can arise in doing so.

The words in this lexicon rarely appear in legal
documents, but they often arise in negotiations,
meetings, and industry events. And now for the fun
part: our definitions of commercial real estate finance
terms.

Joshua Stein is a partner and Obianuju A. Enendu
an associate in the New York, New York, office of
Latham & Watkins.
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