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The Asian Private Redal Estate

Fundraising Market

With a number of large Asia-focused funds coming to market in 2013, there are signs of increased confidence
among fund managers that they can successfully raise capital o invest in Asia. Ee Fai Kam takes a detailed look
at the frends within private real estate fundraising in Asia and the outlook for the region.

Fundraising

A number of large Asia-focused real estate funds have come
to market in recent months, suggesting that fund managers
are confident they can successfully raise significant amounts
of capital to invest in Asia. Blackstone Group, Carlyle Group,
Invesco Real Estate and Aetos Capital Asia are among the 14
firms which have launched new Asia-focused offerings so far in
2013. Asia-focused real estate funds launched in H1 2013 have
an aggregate target of $9.3bn, compared to an aggregate target
of $6.3bn set by funds launched in the whole of 2012 (Fig. 1).
After seeing a fall from a peak of 52 funds closed and $30bn in
aggregate capital raised in 2008 to a five-year low in 2009, when
only 21 vehicles closed raising an aggregate $5.2bn, the Asia-
focused fundraising market now remains in recovery mode; last
year, 28 real estate funds targeting the region held a final close,
raising $7.8bn in total.

The real estate fund management industry has become more
established within Asia in recent years, with many Asia-
headquartered firms becoming larger, more sophisticated
businesses which are able to attract significant levels of
institutional capital. In 2007, Asia-headquartered firms accounted
for 37% of capital raised by Asia-focused real estate funds but
this has increased to 72% in 2012 (Fig. 3).

Recent years have also seen a shift in investor preference
from pan-Asian funds to country-specific vehicles, with many
institutions preferring to invest with firms that are specialists
in particular markets. In terms of geographical focus, pan-
Asia-focused funds accounted for the majority (54%) of capital
between 2006 and 2008, securing $42bn in total commitments.

Fig. 2: Annual Asia-Focused Closed-End Private Real Estate
Fundraising, 2003 - June 2013
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Fig. 1: Asia-Focused Closed-End Private Real Estate Funds
Launched, Q1 2012 - Q2 2013
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In this period, fundraising by pan-Asia-focused funds reached a
peak in 2008, when these funds accounted for 62% of the total
capital raised by Asia-focused funds (Fig. 4). However, in 2011 no
pan-Asian real estate funds completed fundraising, while in 2012
only 21% of Asia-focused capital was raised by pan-Asian funds.

China-focused funds have accounted for a growing proportion
of capital raised in recent years; funds investing predominantly
in China raised just 4% of the aggregate capital of Asia-focused
real estate vehicles in 2009, but they made up 31% of the capital
base in 2012. Between 2006 and 2009, $12.5bn was raised by
China-focused private real estate funds, representing 15% of
all capital raised by Asia-focused funds, while the $7.8bn raised

Fig. 3: Breakdown of Annual Asia-Focused Closed-End Private Real
Estate Fundraising by Manager Headquarters, 2007 - June 2013
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between January 2010 and June 2013 accounts for 32% of all
Asian fundraising.

Not all country-specific funds have enjoyed the same fortunes
however; capital raised by India-focused funds has seen a drop
from $14.6bn in the period 2006 to 2009 to just $2.2bn between
January 2010 and June 2013 and no India-focused private real
estate fund held a final close in H1 2013.

There are signs that fundraising by pan-Asia-focused funds
may be set to increase. Fourteen of the 52 Asia-focused real
estate funds currently in market are pan-Asian offerings, with
these funds seeking $12.9bn in aggregate commitments (Fig.
5). Encouragingly, five of the pan-Asian funds in market have
held interim closes, raising an aggregate $3bn towards their
fundraising targets. With 11 vehicles targeting $3.6bn, China-
focused funds account for the largest amount of capital targeted
by country-specific vehicles, with $3.2bn sought by 16 India-
focused vehicles.

Investor Appetite

There is considerable institutional investor appetite for Asian real
estate exposure. Of the non-Asia-based investors searching for
new private real estate commitments in the coming 12 months,
a significant 20% will invest in Asia-focused funds. As would
be expected, Asia-based investors are more likely to target the
region, with 64% of the Asia-based institutions planning new
commitments targeting Asia-focused funds. Fig. 9 shows a
sample of investors that are looking to make new investments in
Asia-focused real estate funds in the coming months.

Performance

The appeal of Asia-focused funds for investors is evident when
we compare their performance with that of North America-focused
funds. The median IRR of Asia-focused funds exceeds that of
their North America-focused counterparts for four of the five
vintage years from 2005 to 2009 (Fig. 6). The largest difference
in median IRR is for 2005 vintage funds, with the median IRR for
Asia-focused funds standing at 7.2%, while the figure for North
America-focused funds stands at -4.0%. With Asian property
markets typically faring better than those in Europe or North

Fig. 5: Asia-Focused Closed-End Private Real Estate Funds in Market
by Geographic Focus
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Fig. 4: Breakdown of Annual Asia-Focused Closed-End Private Real
Estate Fundraising by Geographic Focus, 2006 - June 2013
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America in 2009 and 2010, Asia-focused funds did not experience
the same declines in value that many funds focused elsewhere
saw.

QOutlook

Fundraising for Asia-focused funds in H1 2013 has been relatively
slow, with six funds holding final closes, having secured $1.5bn
in capital commitments. While the fundraising market is likely to
remain challenging for the remainder of 2013, there are signs
that fund managers believe they can raise significant amounts of
capital to invest in Asia and several big-name firms have brought
new offerings to market in 2013. Recent years have seen more
capital raised for country-specific funds, and managers raising
pan-Asian real estate funds will need to convince investors they
have the requisite in-depth knowledge in all of their target markets
if they are to achieve their fundraising goals. In the medium to
long term, the private real estate fund industry in Asia looks set
to grow significantly. More Asia-based institutional investors are
entering the real estate asset class, and with many investors
based in Europe and North America targeting globally diversified
portfolios, we will likely see more capital flowing into the region.

Fig. 6: Closed-End Private Real Estate Funds Median Net IRR by
Primary Region Focus and Vintage Year: Asia vs. North America
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Fig. 7: 10 Largest Asia-Focused Closed-End Private Real Estate Funds in Market by Target Size

Fund Firm Target Size (mn) Strategy Geographic Focus
Blackstone Real Estate Partners Asia Blackstone Group 4,000 USD Opportunistic Asia, Australasia
. . . . Debt, Distr , rtunisti .
Aetos Capital Asia V Aetos Capital Asia 1,000 USD eb ai de\izleu de Edpdpeod unistic China, Japan
Secured Capital Real Estate Partners V Secured Capital Japan 1,000 USD Debt, Distressed and Opportunistic Asia, Australia
Invesco Asia Real Estate Partners I Invesco Real Estate 800 USD Opportunistic Asia, Australia
Carlyle Asia Real Estate Fund Il Carlyle Group 750 USD Opportunistic Asia
LaSalle Asia Opportunity Fund IV LaSalle Investment 750 USD Opportunistic Asia, Australia
Management
Tokyo Office Property Fund AXA Real Estate 50,000 JPY Core and Core-Plus Japan
Phoenix Asia Real Estate Investments V | Phoenix Property Investors 600 USD Opportunistic and Value Added Asia
China, Hong Kong,
AEW Value Investors Asia Il AEW Capital Management 500 USD Value Added Malaysia, Singapore,
Thailand, Vietham
CBRE China Opportunity Fund Il CBRE Global Investors 500 USD Opportunistic Greater China

Source: Preqin Real Estate Online

Fig. 8: 10 Largest Asia-Focused Closed-End Private Real Estate Funds Closed, 2011 - June 2013
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Fortress Japan Opportunity Fund Il Fortress Investment Group 130,000 JPY Debt Japan
Macquarie Chinese Real Estate Fund Il Macquarie Infrastructure 1,000 USD Core China

and Real Assets
CapitaMalls China Development Fund 11l CapitaLand 1,000 USD Opportunistic China
GLP Japan Income Partners | Global Logistic Properties 550 USD Core Japan
Real Estate Capital Asia Partners Ill ez ESS::”?;EMI Asia 530 USD Opportunistic and Value Added Asia
Red Fort India Real Estate Fund Il Red Fort Capital 500 USD Opportunistic India
SPARX Japan Residential Fund | SRS Gy 500 USD Core Japan
Management

ATAbax Special Situations Real Estate ATAbax Investment 3,000 CNY Debt, Dlstres§eq and China
RMB Fund Management Opportunistic

I Gl (el ezl Esiis Harvest Capital Partners 466 USD Opportunistic China
Development Fund |

ARA Asia Dragon Fund | ARA Asset Management 441 USD Opportunistic Asia

Source: Preqin Real Estate Online

Fig. 9: Sample Investors Targeting Asia-Focused Real Estate Funds in Next 12 Months

Investor Location Type Overview of Future Plans
Challenger intends to invest approximately $2.6bn in the real estate asset class in
Challenger Australia Asset Manager 2013. The asset manager is interested in private funds, listed vehicles and direct
assets, and focuses mainly on the Australian and Japanese markets.
Emplovees’ Retirement Employees' Retirement System of Texas is planning to invest approximately
ploy us Public Pension Fund |$150mn in two to three real estate funds in the next 12 months. It is interested in
System of Texas : . o
Asia and Europe-focused funds, especially those utilising the core strategy.
HUK Cobur German Insurance Compan HUK Coburg is looking to commit €80-200mn across four to five private real estate
9 y pany funds. It will target funds investing in Asia, Europe and the US.
Lotte Insurance is looking to commit $50mn in real estate, private equity and
infrastructure funds in the next 12 months. It will consider private real estate funds
Lotte Insurance South Korea | Insurance Company - ) ; ) O
employing all strategies except for fund of funds vehicles. The insurance firm is
predominantly interested in Asian, European and North American properties.
Sutter Health Retirement Plan is underallocated to the property asset class and
Sutter Health us Private Sector Pension | intends to invest in Asia-focused private real estate funds in the next 12 months.
Retirement Plan Fund It has committed to core and value added strategies previously, and is likely to
maintain a similar focus going forward.

Source: Preqin Real Estate Online
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Fund Coverage: m Funds

* Funds . | 694 Infrastructure

14,117 Private Equity Funds

Firm Coverage: 141880 Firms

7,022 PE Firms . —— 383 Infra. Firms

Performance Coveroge:m Funds (IRR Data for 5,074 Funds and Cash Flow Data for 2,275 Funds)

5,303 PE Funds -+ 142 Infra. Funds

Fundraising Coverage: m Funds Open for Investment/Launching Soon
Including 1,955 Closed-Ended Funds in Market and 393 Announced or Expected Funds

1,609 PE Funds 246 Infra. Funds

Deals Coverage: m Deals Covered; All New Deals Tracked

29,943 Buyout Deals** 3,363 Infra. Deals

Investor Coverage: m Institutional Investors Monitored,
Including 7,802 Verified Active* ** in Alternatives and 82,840 LP Commitments to Partnerships

5,130 Active PE LPs 2,008 ACIve

Alternatives Investment Consultant Coverage: 447 Consultants Tracked
Fund Terms Coverage: Analysis Based on Data for Around m Funds

Best Contacts: Carefully Selected from Our Database of over mAcﬂve Contacts

m The Preqin Difference

- Over 150 research, support and development staff

- Global presence - New York, London, Singapore and San
Francisco

- Depth and quality of data from direct contact methods
- Unlimited data downloads

- The most trusted name in alternative assets

Comprehensive coverage of:

- Placement Agents - Dry Powder

- Fund Administrators - Compensation

- Law Firms - Plus much more...
- Debt Providers

New York: +1 212 350 0100 - London: +44 (0)20 7645 8888 - Singapore: +65 6305 2200 - San Francisco +1 415 635 3580
www.pregin.com

*Private Equity includes buyout, venture capital, distressed, growth, natural resources and mezzanine funds.

**Buyout deals: Preqjin tracks private equity-backed buyout deals globally, including LBOs, growth capital, public-to-private deals, and recapitalizations. Our coverage does not include private debt and mezzanine deals.

***\lenture capital deals: Preqgin tracks cash-for-equity investments by professional venture capital firms in companies globally across all venture capital stages, from seed to expansion phase. The deals figures provided by Preqin are based on
announced venture capital rounds when the capital is committed to a company.

****Preqin contacts investors directly to ensure their alternatives programs are active. We emphasize active investors, but clients can also view profiles for investors no longer investing or with programs on hold.




