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Q2/16 first look

Real estate fund market slowly slowing

= arly numbers are in for real estate
== investment funds closing in first quarter
b 2016 — and they indicate the market is

slowing. While Q1 2015 and 2016 were very
similar in amount of capital raised and number

® Fewer funds are raising
larger amounts of
capital

® Three funds accounted
for 55 percent of total
raised

* Higher-return strategies
dominate

of funds closed, Q2 2015 and
2016 present some very real
differences.

The number of funds closed
in Q2 2016 is only about half the
number closed in 2015 — 24 and
46, respectively. But the amount
of capital raised is relatively close
— $28.2 billion in Q2 2016 versus
$30.5 billion in Q2 2015.

Funds took a little longer to
close this year than last year —
16.6 months on average in Q2
2015 versus 18.7 months for those
closing Q2 2016. Mega-funds,

however, closed faster this year than last, with
these $1 billion-and-larger funds closing in about
13 months this year versus 14 months last year.
The trimmed average size of the funds
(average of funds after dropping those falling
within 5 percent of the top and bottom of the
distribution) shows the size of funds continues
to increase. Those closing in Q2 2015 averaged
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$505.4 million in size ($664.0 million untrimmed),
while those closing in the past three months in
2016 had a trimmed average of $867.5 (average
$1.8 billion untrimmed).

Only three funds closing Q2 2016 have a
global strategy, but they accounted for $15.5
billion (55 percent) of the total raised. Funds with
a specific geographic focus were most likely to
target North America. Ten of the 24 funds focused
on the United States, raising an aggregate of $5.7
billion (20 percent). Of the three global funds, two
were one-two in terms of closing size.

Higher-risk strategies are still finding favor
among investors. Of the 24 funds closing Q2
2016, 16 (67 percent) were value-added or
opportunistic.

Six funds holding final closes in Q2 2016
had a dedicated debt focus. All six have a
United States focus. One global fund has a
combined debt/equity strategy, and managed
to raise $5.9 billion.

The Q2 2016 data used in this report will
likely change as additional fund closings are
announced, but it is safe to say that fewer funds
are closing compared to last year, and less capital
is being raised, though not significantly less,
especially when looking at the reduced number of
funds responsible for raising it.
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