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FUNDRAISING

rivate real estate fundraising has continued its

downward trajectory in Q3 2018, with 53 funds securing

a total of $24bn - the lowest number of funds raised

in any quarter over the past fve years (Fig. 1). The

fve largest funds closed are responsible for over 50%
($13bn) of this total; Partners Group Real Estate Secondary
2017, the only real estate secondaries vehicle to close in Q3,
contributed almost 10% (Fig. 3). Among the funds to reach a fnal
close in Q3, 50% were oversubscribed, ahead of both previous
quarters this year.

Despite the descending quarterly totals, H1 2018 has recorded
the largest amount ($70bn) of capital raised in the frst half of a

Fig. 1: Global Quarterly Closed-End Private Real Estate Fundraising,
Q12013 -Q3 2018

year since the Global Financial Crisis. Furthermore, the average
number of funds closed in the frst half of each year between
2013 and 2017 stood at 186, compared with 159 funds closed in
H1 2018, indicative of capital concentration in the industry.

Q3 2018 fundraising reveals that value added and opportunistic
funds remain the dominant strategies, together accounting for
62% of fund closures and 74% of aggregate capital raised (Fig.

2). North America- and Europe-focused funds raised the most
capital with $22bn; however, continuing the trend seen in Q2
2018, funds focused on Europe or Asia had larger average fund
sizes compared to vehicles targeting North America. Globally, Q3
recorded the largest average fund size ($589mn) since Q3 2015.

Fig. 2: Closed-End Private Real Estate Fundraising in Q3 2018 by Primary
Strategy

160 100%
140 0% I Debt
120 80% Core
100
_ T0% Core-Plus
80 |
60 “‘E 60% M Value Added
40 S 50%
S = Opportunistic
 LIRRURRARUNRRUuRRARtNty 2
o N I * a2 Distressed
Q1Q2Q3Q4Q1Q2Q3Q40Q1Q2Q3Q4Q1Q2Q30Q40Q10Q20Q3Q40Q1QQ3 20% = Fund of Funds
2013 2014 2015 2016 2017 2018 10% .
. 1 M Secondaries
Date of Final Close 0% i
M No. of Funds Closed ~ m Aggregate Capital Raised ($bn) No. of Funds Closed Aggregate Capital Raised ($bn)
Fig. 3: Largest Closed-End Private Real Estate Funds Closed in Q3 2018
Fund Firm Headquarters Fund Size (mn) Primary Strategy Geographic Focus
Carlyle Realty Partners VIl Carlyle Group UsS 5,500 USD Opportunistic Us
TPG Real Estate Fund Ill TPG Real Estate us 3,000 USD Value Added us
Partners Group Real Estate Secondary 2017 Partners Group Switzerland 2,000 EUR Secondaries Global
PCCP Credit IX PCCP us 1,250 USD Debt us
CBRE Europe Value Partners 2 CBRE Global Investors us 1,174 USD Value Added Europe
Brookfield Fairfield U.S. Multifamily Value Add Fund Ill Fairfield Residential us 1,000 USD Value Added us
BPE Asia Real Estate Fund Il BPEA Real Estate Singapore 1,000 USD Opportunistic Asia
Tishman Speyer European Real Estate Venture VIl Tishman Speyer UsS 750 EUR Value Added Europe
Hines European Value Fund Hines us 720 EUR Value Added Europe
IMT Capital Fund V IMT Capital us 820 USD Opportunistic us
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FUNDS IN MARKET

s at the start of Q4 2018, 634 private real estate vehicles
are in market, targeting an aggregate $219bn in capital
commitments (Fig. 4). This compares favourably to the
beginning of Q3 2018, when 624 funds were seeking a
combined $203bn. Among funds on the road, 388 are
focused on investment in North America — the same number
as in Q1, Q2 and Q3 - representing 61% of aggregate capital
targeted (Fig. 5). Funds targeting value added and opportunistic
strategies constitute the largest share (58%) of funds in market,
while real estate debt funds are targeting the largest aggregate
equity value ($41bn) outside the top two strategies (Fig. 6).

The fve largest funds on the road are all targeting assets in

the US, including Lone Star's Fund XI which will focus solely on
investments in non-performing and sub-performing real estate
equity and debt (Fig. 7). Brookfeld Strategic Real Estate Partners
Il is on its second close and has already raised over 90% of its
$10bn target, demonstrating appetite for strategies at the higher
end of the risk spectrum.

Fig. 5: Closed-End Private Real Estate Funds in Market by Primary
Geographic Focus (As at October 2018)

Fig. 4: Closed-End Private Real Estate Funds in Market over Time,
Q1 2015 - Q4 2018 (As at October 2018)
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Fig. 6: Closed-End Private Real Estate Funds in Market by Primary Strategy
(As at October 2018)
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Fig. 7: Largest Closed-End Private Real Estate Funds in Market (As at October 2018)

Fund Firm Target Size (mn) Strategy Geographic Focus
Brookfield Strategic Real Estate Partners Il Brookfield Property Group 10,000 USD Opportunistic Global, US
Lone Star Fund XI Lone Star Funds 6,000 USD Distressed US, Europe
Cerberus Global NPL Fund Cerberus Real Estate Capital Management 4,000 USD Debt Global
Digital Colony Partners Colony Capital 4,000 USD Opportunistic Global
Rockpoint Real Estate Fund VI Rockpoint Group 3,250 USD Opportunistic Us, UK
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INVESTORS

ver three-quarters (76%) of real estate investors that

are planning new commitments in the next 12 months

will target core funds, up notably from 60% in Q3 2017

(Fig. 8). Sixty-seven percent of investors will commit to

value-added funds, while 66% will target opportunistic
vehicles.

Europe looks set to remain the most favoured region for real
estate investment in the coming year: 72% of investors are
looking to target the region, up from just over half (51%) at this
point last year (Fig. 9). Funds focused on North America and Asia-
Pacifc are favoured by 63% and 43% of investors respectively,
while half of investors will seek funds that provide them with
global exposure.

Fig. 8: Strategies Targeted by Private Real Estate Investors in the Next 12
Months, Q3 2017 vs. Q3 2018
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Fig. 10: Amount of Capital Investors Plan to Commit to Private Real Estate
Funds in the Next 12 Months, Q3 2017 vs. Q3 2018
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Investors are planning to place increasing amounts of capital in
real estate in the next 12 months: 57% of investors are looking to
commit at least $100mn to the asset class (Fig. 10), a much larger
proportion than the 39% seen in Q3 2017.

Although capital concentration remains prevalent within the
industry, investors are looking to place their capital with multiple
managers in the year ahead: 41% of investors are planning
commitments to four or more funds, up from a third of investors
at this point in 2017 (Fig. 11).

Fig. 9: Regions Targeted by Private Real Estate Investors in the Next 12
Months, Q3 2017 vs. Q3 2018
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Fig. 11: Number of Private Real Estate Funds Investors Plan to Commit to in
the Next 12 Months, Q3 2017 vs. Q3 2018
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DEALS

hen comparing the private equity real estate

(PERE) deals totals of Q3 2018 to Q3 2017, both

the number of deals and aggregate value are

signifcantly lower: Q3 2017 recorded 2,182 deals

for an aggregate $108bn, compared with 1,804
deals for $103bn in Q3 2018 (Fig. 12). Furthermore, Q3 2018
fgures are the lowest since Q1 2017, when only 1,717 deals were
completed for an aggregate $84bn.

The decrease in aggregate deal value cannot be attributed to the
proportion of deals completed for less than $50mn, as this fgure
(66%) remained the same in Q3 2018 and Q3 2017 (Fig. 13);
however, aggregate value attributed to non-core property types
decreased. The Q3 market shares for hotel, industrial and mixed-
use assets all reduced in comparison to a year ago, but for core
oTce and retail assets these have increased signifcantly (Fig. 14).

Fig. 12: Quarterly PERE Deals, Q1 2014 - Q3 2018

2,500 140

120
2,000 &
100 3
= 1,500 &
s 0 g
= =8
. -
S 1,000 0 =
D
0 B
500 =

2

0 0
Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q30Q4Q1Q2Q3
2014 2015 2016 2017 2018

mNo. of Deals  —Aggregate Deal Value ($bn)

Fig. 14: PERE Deals by Primary Asset Type, 2014 - Q3 2018
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When comparing Q3 2018 against Q3 2014, there is an indicated
trend of positive growth in the number of PERE deals completed
in each region except Asia, where it has decreased from 22 in Q3
2014 to 13 in Q3 2018 (Fig. 15).

The proportion of aggregate value represented by PERE deals for
assets smaller than 100,000ft2 in size has increased from a year
ago, up from 12% in Q3 2017 to 15% in Q3 2018. The number

of deals by transaction type in Q3 2018 difers only slightly from
Q3 2017, with single-asset deals decreasing by three percentage
points. However, their market share in terms of aggregate deal
value has decreased by 15 percentage points; this suggests that,
as single-asset deals represent a similar proportion in terms of
number, the values of these deals are signifcantly smaller.

Fig. 13: Quarterly PERE Deal Flow by Value Band, Q1 2014 - Q3 2018
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Fig. 15: Quarterly PERE Deal Flow by Region, Q1 2014 - Q3 2018

2,500

2,000

-.-
|
] = -
- -._ B - -
1500 .
5
0
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3

2014 2015 2016 2017 2018
I Rest of World

No. of Deals

(=3
S

M North America I Europe Asia

©Preqgin Ltd. / www.preqgin.com



DOWNLOAD DATA PACK: www.pregin.com/quarterlyupdate

PERFORMANCE & DRY POWDER

Fig. 16: Closed-End Private Real Estate: Dry Powder by Fund Primary Fig. 17: Closed-End Private Real Estate: Annual Amount Called up,
Geographic Focus, 2007 - 2018 YTD (As at September 2018) Distributed and Net Cash Flow, 2004 - 2017
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Fig. 18: Closed-End Private Real Estate: Median Net IRRs by Strategy and Fig. 19: Closed-End Private Real Estate: Median Called up, Distributed and
Vintage Year Residual Value Ratios by Vintage Year
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Fig. 20: PrEQIn Real Estate Index by Primary Geographic Focus (Rebased to 100 as of 31 December 2009)
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