Mega-funds continue to dominate

Mega-funds grow in number and size

raising $1 billion or more — have been

R eal estate mega-funds — those funds

growing in size and market share for the
past few years. Since 2013, 398 funds have closed
with a total of $272.8 billion raised. Of that total,

® Mega-funds accounted
for 69 percent of capital
raised in 2015

* Mega-funds lean
toward debt and
diversified sectors

73 mega-funds, or 18 percent of
the total number of closed funds,
have raised $163 billion, or 61
percent of the capital.

When looking at the
average size of funds, it is no
surprise that so few funds are
responsible for raising so much
capital. The size of the average

® Mega-funds focus on
opportunistic strategies

Total capital raised 2013-2016 by fund size ($B)
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mega-fund over the past three
years was nearly $2.3 billion,
while the size of non-mega-funds
comes in at about $325 million.

Looking at the capital raised
by year, it is obvious that the
amount of capital controlled by mega-funds has
risen steadily. In 2013, mega-funds accounted
for 17 percent of all funds closed, but 58 percent
of the capital raised. Mega-funds closed in 2015
accounted for 22 percent of the number closed
and 69 percent of the capital raised.

Only two mega-funds have closed so far in
2016. However, of the 31 funds launched since
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Jan. 1, 2016, seven have been mega-funds. It
appears the allure of these large vehicles will
continue well into the current year.

Since 2013, the majority of these funds have
been focused on the Americas, primarily the
United States, followed closely by global funds.

Debt and diversified funds are attracting
the most investor interest, with other sectors
appearing much less attractive. In addition,
mega-funds tend to be higher return. In 2015,
opportunistic mega-funds accounted for a full
50 percent of all mega-funds closed that year.
Both funds that closed in 2015 have a higher-
return strategy.

Mega-funds are obviously dominating the
market, with a limited number of investment
managers dominating the mega funds, further
concentrating capital in the hands of a very
small group. Managers such as Blackstone,
Colony, Fortress, Lone Star, Rockpoint and
Starwood have all closed more than one
mega-fund since 2013. Blackstone, Lone Star
and Starwood have had multiple funds raising
more than $5 billion each, making them
managers of mega-mega-funds. Blackstone
and Lone Star are already back in the market
this year with targets north of $5 billion. And
so the trend continues.
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Number of mega-funds closed per region
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