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Steven Mnuchin, left, and Ben Carson

The Contenders

What do Trumpss picks for Treasury and HUD secretaries mean for CRE?

by Beth Mattson-Teig
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nominees go through their Senate con-
firmation hearings. Two of the appoint-
ments that would have a big impact on
the commercial real estate industry
include Dr. Ben Carson for Secretary of
the Department of Housing and Urban
Development (HUD)

Mnuchin for Secretary of the Treasury.

and Steven

The two have vastly different
resumes for their respective positions.
Mnuchin has extensive experience
in banking, finance and securities.
Carson, on the other hand, will face a
steep learning curve in getting up to
speed on HUD—a massive agency that
has an annual budget of more than $48

16

billion. Although Mnuchin still needs
to secure a confirmation (Carson was
confirmed by a committee on Jan. 24),
the real estate industry is speculating on
how these two individuals could influ-
ence key policies and programs.

Mnuchin has financial
chops

On paper, Mnuchin certainly looks
good for the job. Most recently, he
was in the spotlight as finance direc-
tor for Trumps presidential campaign.
However, his bigger achievements
include a 17-year career at Goldman
Sachs, where he oversaw trading in gov-
ernment securities, mortgages, money
markets and municipal bonds. He cur-
rently serves as co-CEO and chairman
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of Dune Capital Management, a firm
that he founded in 2004

“In general, the commercial real
estate finance environment appreciates
someone who has financial securities
background and has been involved in
financial markets. So from that per-
spective, I do think that Mnuchin is an
appropriate person to be in that seat,
says Lisa Pendergast, executive director
of the CRE Finance Council.

“He obviously understands banking,
financing, housing markets, the fund-
ing of the government and the impli-
cations of debt. So I think he is a good
pick,” notes Jeffrey Adler, vice president
at Yardi Matrix, a multifamily research
firm in headquartered in Denver.

Mnuchin faced serious flack during
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his confirmation hearing for initial-
ly failing to disclose $100 million in
real estate assets to the Senate Finance
Committee, as well as his role as direc-
tor of an investment fund based in the
tax haven of Cayman Islands.

He also faced scrutiny for his role
in the foreclosure crisis through his
purchase of IndyMac in 2009. Mnuchin
led a group of investors who bought the
failed subprime mortgage lender. He
negotiated stop loss agreements with
the Treasury and then sold the entity
to the CIT Group for a reported $3.4
billion. The opportunistic deal created a
backlash due to thousands of IndyMac
borrowers who lost their homes in
foreclosure, including families of some
armed services members.

Priovrities for Mnuchin

If confirmed, Mnuchin will have his
hand in influencing several key issues,
such as interest rates, reducing corpo-
rate and personal income taxes, the
future of Fannie Mae and Freddie Mac
and potential reforms to Dodd-Frank.

Specific to Dodd-Frank, the indus-
try will be watching to see what steps
he might take to reform CMBS risk
retention rules that went into effect on
Dec. 24. There has already been quite
a lot of time and money spent on pre-
paring for risk retention. “So I suspect
there will be more interest in refin-
ing certain aspects of Dodd-Frank
rather than removing Dodd-Frank
entirely or starting from scratch,” says
Pendergast.

One of the biggest questions facing
the multifamily sector is what might
happen to GSE reform under a Trump
administration, and ultimately, how
much government control, oversight or
support Fannie and Freddie will have
in the future. Potential GSE reform
can occur in one of two ways—either
through the Treasury Department or
through Congress.

During the hearing Mnuchin clar-
ified that he is not in favor of privat-
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izing Fannie Mae and Freddie Mac,
though he did express the need for
housing reform.

The two agencies represent a
problem that was basically kicked
into the next administration. They
are only funded through the end of
2017. Unless something changes, the
agencies will have no capital and no
ability to make loans starting Jan. 1,
2018. Fannie and Freddie have been a
significant source of capital for multi-
family housing, with caps for market
rate apartment lending in 2016 set at
$35 billion each.

As it relates to the future of the
agencies, it is important to point out
that both Fannie and Freddie have
repaid what they borrowed in the bail-
out and are now generating income for
the government.

“Anytime you take away money from
the government, you have to replace it
elsewhere;” says Ernie Katai, executive
vice president and head of production
at capital services provider Berkadia. “T
don't think this administration will be
big on raising taxes. So [it] is going to be
interesting to see what happens”

Carson brings “fresh”
perspective

Most agree that Carson, a Yale grad
and neurosurgeon, is a “pretty smart
guy.” Critics, however, have also point-
ed to Carsons lack of experience in
housing, urban planning or finance.
Nominating a housing outsider to serve
as HUD Secretary is not unprecedent-
ed. However, all of Carson’s predeces-
sors over the past 30 years have had at
least some relevant history working in
the public sector as an elected official
or in another government agency and/
or in private sector finance.

Carson would replace current
HUD Secretary Julian Castro. As for-
mer mayor of San Antonio, Castro has
a solid background in urban devel-
opment, with initiatives that helped
revitalize the city’s downtown. Castro
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replaced HUD Secretary Shaun
Donovan, who held the position from
2009 to 2014. Donovans prior expe-
rience included serving as the com-
missioner of the Federal Housing
Administration and New York City’s
Department of Housing Preservation
and Development.

Yet there is some optimism about
bringing in someone entirely new.
“Although the criticism is that he
doesn't have any housing experience,
T actually think that is a pretty good
thing” says Adler. Carson is a smart
guy and housing is not rocket science
or brain surgery, he says. “He does have
some learning to do, but the essential
insight is how can he help facilitate
both public and private partnerships to
improve the urban environment.”

The expectation is that Carson will
build a team around him that has the
expertise that he is lacking. Although
he comes from an untraditional pro-
fessional background in regards to
housing policy, he is a renowned neu-
rosurgeon who also has experience
on the national stage as a presidential
candidate, says Cindy Chetti, senior
vice president for government affairs
with the National Multifamily Housing
Council (NMHC).

“NMHC is looking forward to
working with Dr. Carson, his team at
HUD as he fills it out, and the rest of the
administration,” says Chetti. “The com-
ing years will be vitally important for
the apartment industry and we hope to
work together to develop and enact pol-
icies that spur growth and help address
growing rental housing demand.”

Carson gave a conflicting account of
his vision for HUD during his confir-
mation hearing on Jan. 12, expressing
the need to cut spending, and also keep
many HUD programs in place.

He also expressed an opinion that
the government doesn’t need to back-
stop the market for 30-year mort-
gages, and should leave that job to
privately-held companies. W
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