Mega-funds continue to dominate

But number and size fall versus 2015

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 2014, 422 funds have closed
with a total of $318.9 billion raised. Of that total,

® Mega-funds accounted
for 59 percent of capital
raised in 2016

* Mega-funds lean
toward debt and
diversified sectors

® Mega-funds focus on
higher-return strategies

81 mega-funds, or 19 percent of
the total number of closed funds,
have raised $195.4 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-fund
during the past three years was
more than $2.4 billion, while the
size of non-mega-funds came
in at about $362.3 million. The
trimmed mean for those funds is
only slightly lower, $2.2 billion and

$358.3 million respectively.

All three metrics — absolute number of
funds, amount of capital raised and average
size of funds — have continued to increase.
During the previous rolling three-year period
ending 2016, 398 funds were closed with a total
of $272.8 billion raised. Of that total, 73 mega-
funds, or 18 percent of the total number of
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closed funds, raised $163 billion, or 61 percent
of the capital. The size of the average mega-
fund during those years was a little less than $2.3
billion, while the size of non-mega-funds came in
at about $325.0 million.

When we look back at capital raised by year,
it is possible that 2015 will turn out to be the peak
for both overall fundraising and mega-fund capital
raising. In 2013, mega-funds accounted for about
58 percent of the capital raised. In 2014, that
percentage rose to 61 percent, with these large
funds bringing in 65 percent of the total capital
in 2015. Last year, however, the amount of capital
raised by mega-funds fell by about $12.5 billion,
and their percentage of the total fell to 59 percent
of the capital raised.

Since 2014, the majority of these funds
have been focused on the Americas, primarily
the United States, followed closely by global/
multireginonal 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, higher-
return mega-funds accounted for a full 75 percent
of all mega-funds closed that year. Higher-return
mega-funds fell to 33 percent of the total in 2016,
with an additional 28 percent focusing on a mid-
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Number of mega-funds closed per region
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Number of mega-funds closed per sector

» Beijing-based Cindat Capital Management has plans
to spend $2 billion on U.S. senior housing properties

this year.
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