Funds getting larger

Mega-funds capturing increasing amounts of capital

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, 320 funds have closed
with a total of $210.4 billion raised. Of that total,

® Mega funds account
for about 60 percent of
capital raised

¢ |Investors favor
Americas overall

e Small number of
managers control most
of the mega funds

53 funds, or 17 percent of the
total number of closed funds,
have raised $126 billion, or 60
percent of the capital.

Looking at the capital raised
by year, it is obvious that the
amount of capital controlled
by mega-funds has been rising
steadily. In 2013, mega-funds
accounted for 17 percent of all
funds closed, but 59 percent
of the capital raised. YTD 2015,
they account for 14 percent
of the number closed, but 65
percent of the capital raised.

The allure of these large funds shows no
sign of abating. YTD 2015, mega-funds have
already closed on 78 percent of the total
mega-funds raised in all of 2014. In addition,
so far in 2015, eight new mega-funds have
been launched with a total target of more than
$22 billion. Given that two-thirds of the mega-
funds closed in 2015 were oversubscribed, it
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is a good bet that 2015 will see mega-funds
surpassing their previous totals.

Since 2013, the majority of these funds have
been focused on the Americas, primarily the
United States, followed closely by global funds.
YTD 2015, global funds have edged slightly
ahead of the Americas, with no funds at all
focused on Europe.

Debt and diversified funds are attracting
the most interest, with other sectors much less
attractive. In addition, mega-funds tend to be
opportunistic. The absolute number of opportunity
funds has fallen each year since 2013, but the
capital raised for this risk strategy has increased as
the average size of the funds has grown.

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.
Seeing huge funds opening and closing within
a few months is more than a little reminiscent of
2007. Is it really different this time?
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