[image: ]
OXYGEN REAL ESTATE


Office Note Sales Take Center Stage
By Chris Doman | Managing Partner, Oxygen Real Estate
At Oxygen, we focus intently on the commercial office sector, and if you want to understand the real story in the market today, don’t just watch leasing data. Watch the note sale pipeline, because it’s where we’re seeing the opportunity. 
Banks Have Exited Office Lending (and Are Unloading)
Amid quantitative tightening and persistent market uncertainty, many traditional lenders are pulling back fast from office sector exposure. Bank OZK, one of the most prominent CRE lenders of the past decade, has halved its office loan portfolio. With balance sheet pressure mounting, banks are not just spurning new originations, they’re also significantly selling down their exposure of both performing and non-performing office loans. That’s why many of the deals we’re tracking are note sales, not property listings.
Note Sales: Why They Matter and Why You Need a Path to Title
These note sales often come with steep discounts to par, but unlocking value often depends on clearing title. Often the only clean title route is a deed-in-lieu of foreclosure. That allows the investor to take control without protracted legal battles or lingering ownership claims. Deeds in lieu transfer title voluntarily from borrower to lender, helping mitigate cumbersome foreclosure processes, costly legal risks, and potential junior lien issues. Without a clear title exit, even a deeply discounted note has limited practical value, particularly if it’s non-performing. 
Sometimes They’re Great Covered Land Plays
In adaptive-use-friendly cities, depressed office pricing plus conversion incentives transform deal economics almost overnight. Take Seattle, for example. In February 2025, the City Council passed legislation allowing for a deferral of the 10.3% sales and use tax on construction costs for office-to-residential conversion projects. If the converted units remain affordable (at least 10% for households at or below 80% AMI) for 10 years, the tax is permanently waived.
Seattle is also offering zoning flexibility, allowing minor vertical expansions and easing design requirements to support conversions in downtown zones. These types of incentives shift the economics of a note-sale “covered land” strategy from theoretical to compelling.
The Reality Beyond Hopes for a Fed Rate Cut
Even though markets are pricing in a 93%+ chance of a Fed rate cut at the September meeting and now over a 50% chance of additional cuts in October and December, that 

doesn’t quickly reverse bank caution or reopen new lending channels for office assets. The note sale market remains a function of structural risk aversion and regulatory pressure, not just cost of capital.
Where Oxygen is Focused Right Now
At Oxygen, we’re seeing one of the most compelling investment landscapes in years:
· We strategically acquire office notes where debt is discounted and there’s a clear path to title recovery.
· In conversion-friendly locales like Seattle, we layer in financial modeling for conversion optionality and incentive capture.
· We underwrite defensively, focusing on durable fundamentals like walkable locations, adaptive-use potential, and solid tenant base.
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