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Appetite for Private Real Estate

Preqin recently interviewed over 100 institutional investors in private real estate in order to find out about their
current views on the asset class and their appetite for new investments. Carla Henry and Farhaz Miah examine
the results of the study and their implications for the future of the private real estate fundraising market.

Fig. 1: Annual Closed-End Private Real Estate Fundraising, 2006 -
August 2012
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Fundraising for private real estate funds has remained slow since
the economic downturn (Fig. 1), with just $45.8bn in capital raised in
2010. 2011 saw a small increase in aggregate fundraising to $54.8bn,
but 2012 has continued to be slow, with only $21.8bn raised in the first
eight months of the year. The challenging fundraising environment is
the result of many institutional investors reducing their capital outlay
to the real estate asset class, or halting commitments altogether.
However, the results of Preqin’s latest investor study reveal a potential
shift — while there are still a large number of institutions content to
remain on the sidelines, investor appetite for private real estate funds
appears to have increased in the first half of 2012.

Investor Activity in the Last 12 Months

Fifty-four percent of the investors interviewed by Preqin had made new
commitments to private real estate funds in the last 12 months. Levels
of investor activity in the asset class varied by region, with 69% of
the North America-based investors interviewed by Pregin committed
to private real estate funds in the past 12 months, compared to 76%
of Asia and Rest of World-based investors in the same time period.
Among the Europe-based investors interviewed, just 27% had made
private real estate fund commitments in the past year. The proportion
of Europe-based investors committing to the asset class is still low,
suggesting that these investors continue to be affected by the on-
going volatility in financial markets and the European sovereign debt
crisis, both of which have led to a lack of investor confidence in the
challenging real estate market.
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Fig. 2: Proportion of Investors that Committed to Private Real Estate
Funds in the Last 12 Months by Assets under Management
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Larger investors were far more likely to have committed capital to
private real estate funds in the past year. Fig. 2 shows that 68% of
investors with $10bn or more in total assets committed to real estate
funds during this period, compared to just 36% of investors with
less than $1bn in total assets. Smaller institutions are more likely to
halt investments due to market conditions and also typically make
investments less frequently. Fifty-six percent of investors with $1-
9.9bn in total assets made new commitments to private real estate
funds in the past 12 months.

Investor Activity in the Next 12 Months

Fig. 3 highlights the evolution of investor intentions between January
2011 and August 2012. Investor appetite for private funds has
increased since January 2012, when only 36% of investors stated that
they would commit to funds in the following 12 months. The proportion
now likely to commit to funds has increased to 48%, moving closer
to levels seen in January 2011. Thirty-six percent of investors
interviewed are unlikely to commit to private real estate funds in the
next 12 months, while a further 17% remain undecided. Given that
almost two-thirds of the investors interviewed in January 2012 stated
that they were unlikely to consider a commitment to private real estate,
current trends suggest increasing investor appetite, which could lead
to increasing momentum in the private real estate fundraising market.

Investor intentions towards future commitment levels to private real

estate funds vary according to geographic location and assets under
management. As Fig. 4 demonstrates, larger investors are more likely
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Fig. 3: Investor Intentions for Private Real Estate Investments in the Fig. 4: Investor Intentions for Private Real Estate Investments in the
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Fig. 5: Investor Intentions for Private Real Estate Investments in the
Next 12 Months by Investor Location
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same period. A number of factors may be affecting European investor
appetite, including the European sovereign debt crisis and increased
regulation.

Capital Outlay and Key Strategies in the Next 12 Months

Thirty-seven percent of investors interviewed by Preqin stated they
would deploy more capital to private real estate funds in the next 12
months than in the previous 12 months (Fig. 6). Compared to the
results from January 2012, when only 26% of investors stated that
they would commit more capital throughout 2012 than they had in
2011, investor confidence appears to have improved in the first half
of 2012. Nonetheless, a sizeable 32% of investors interviewed did not
commit to funds in the last 12 months and do not anticipate making
commitments in the next 12 months. Fifteen percent of investors will
invest less capital in the next 12 months than in the last 12 months,
and 17% intend to commit the same amount in the next 12 months as
they did in the last 12 months.

Core and opportunistic are the strategies that are attracting the most
interest from investors committing to funds in the next 12 months.
Forty-six percent of investors interviewed said they planned to invest
in core funds and 35% said they would invest in opportunistic funds
(Fig. 7). Value added, debt, and core-plus funds will be targeted by a
smaller proportion of investors, with 24%, 22% and 19% of investors
interviewed intending to invest in these strategies respectively.

QOutlook

With 37% of investors planning to commit more capital in the next 12
months than they did in the past year, we could see an increase in
fundraising for private real estate funds in the coming year. However,
with 52% of investors not planning investments or adopting a wait-
and-see policy, it is clear that fundraising for private real estate funds
is likely to remain very challenging for fund managers in the coming
months. The fundraising market remains extremely competitive, with
461 funds currently being marketed; the $164bn aggregate target of
these funds represents more than three times the amount of capital
raised for private real estate funds in 2011.

Fund managers are going to have to work very hard to raise capital
in this climate. One Australian investor, echoing the sentiments of

—
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Fig. 6: Expected Capital Outlay to Private Real Estate Funds in the
Next 12 Months Compared to the Last 12 Months
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Fig. 7: Strategies Targeted by Investors in the Next 12 Months
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many other respondents, said those managers with a “consistent
performance track record and an investment strategy that suits
the current environment” would stand out. Many of the investors
interviewed want to see a strong track record from fund managers,
with excellent local knowledge following closely as a top priority.
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Pregin Industry News

Jessica Sutro provides a rundown of the latest real estate news, featuring exclusive data from Preqin’s analysts.
Real Estate Online subscribers can click on the investor/firm/fund names to view the full profiles.

Despite a slight increase in appetite for real estate investments, Chart of the Month: Asia-Based Investor Intentions for Private Real
many investors based in developed markets are still cautious when  Estate Investments in the Next 12 Months

it COMes 10 fUtUre COMMItMENTS 10 the ASSEL CIASS, AS they SHIl Jage  ++ ot
uncertain economic conditions. Only 47% and 32% of investors
based in North America and Europe respectively intend to commit

to private real estate funds in the next 12 months, according to i

Preqin’s recent survey of 100 private real estate investors reported

in this month’s feature article. Conversely, over three-quarters

(78%) of Asia-based investors plan to invest in private real estate = Unlikely 1o
Commit

funds in the next 12 months (Chart of the Month). This significant
appetite for the asset class is reflected in recent real estate market
activity, particularly from Asia-based investors.

= Undecided

A number of large Asia-based investors have recently announced
their plans to target new real estate opportunities. Samsung Fire
& Marine Insurance, a KRW 37tn South Korea-based insurance
company, has 10% of its total assets allocated to real estate
investments and expects to maintain this allocation over the next
12 months by investing in both domestic and, for the first time,
overseas private real estate funds. For its overseas private real
estate investments, the insurance company is specifically targeting
funds with an investment focus on the US, the UK, France,
Germany, Japan, or Australia. It will seek vehicles with core and
core-plus strategies but is not willing to invest with first-time fund
managers.

Source: Preqin Real Estate Online

targets. One Asia-focused fund to close was Real Estate Capital
Asia Partners lll, managed by Singapore-based Real Estate
Capital Partners. The fund, which is the third pan-Asia opportunity
vehicle launched by Real Estate Capital Asia Partners, will pursue
an opportunistic investment strategy focused on acquiring,
developing, re-developing, and operating real estate assets in
Asia. The vehicle is expected to deploy one third of its capital
in Japan, one third in Greater China, and the remaining third in
Southeast Asian countries.

Another large Asia-based insurance company, Samsung Life
Insurance, also plans to make further commitments to private
real estate funds. The KRW 146tn insurance company has
approximately 5.5% of its total assets allocated to real estate, but
is below its target allocation to the asset class and is looking to
increase its exposure to private real estate vehicles over the next
12 months. Unlike Samsung Fire & Marine Insurance, it is open
to investing in first-time funds and is also willing to consider co-
investment opportunities alongside fund managers.

Elsewhere, investors based outside of Asia have demonstrated
interest in investing in real estate opportunities in the region.
California Public Employees’ Retirement System (CalPERS)
recently allocated $530mn to two Asia-focused investments
managed by ARA Asset Management. The pension fund has
allocated $480mn to ARA Long Term Hold Fund, a separate
account which targets urban office and retail properties in China
and Hong Kong, and a further $50mn to ARA Asia Dragon Fund
1, an opportunistic fund focusing on office, retail, and residential
properties in China, Singapore, Hong Kong, and Malaysia.

Finally, a number of funds with managers based in a variety of
regions recently reached a final close, positive news for those
managers still in market looking to reach their capital commitment
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Farhaz Miah provides a round-up of the latest real estate fundraising statistics.

Fig. 1. Closed-End Private Real Estate Funds in Market by Geographic Fig. 2: Closed-End Private Real Estate Fundraising by Geographic
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Fig. 3: Five Largest Closed-End Private Real Estate Funds to Close, January - August 2012

Fund Fund Manager Size (mn) Type Location Focus

AG Realty Fund VIII Angelo, Gordon & Co 1,265 USD Debt, Opportunistic Al Amenga,
Europe, Asia

AG Core Plus Realty Fund IlI Angelo, Gordon & Co 1,014 USD Core-Plus, Debt North Amerlga,
Europe, Asia

CapitaMalls China Development Fund IlI CapitaLand 1,000 USD Opportunistic China

Niam Nordic V Niam 719 EUR Opportunistic Nordic

Related Real Estate Recovery Fund Related Companies 825 USD BERE Dlstre_ss_ed, us

Opportunistic

Source: Preqin Real Estate Online

Fig. 4: Recently Closed Funds
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Manager RMB Westport
Strategy Opportunistic, Value Added
Target IRR (net) 30%
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Placement Agents RJI Capital, FirstRand
Pa e er Rea Pa e o

Manager Parmenter Realty Partners
Strategy Value Added, Distressed
Target IRR (net) 15-20%

Property Focus Office
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Final Close $253mn (August 2012)

Source: Preqin Real Estate Online
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Office-Focused Fund Managers

Luke Alexander takes a look at managers of office-focused real estate funds.

Fig. 1: Key Facts: Solely Office-Focused Closed-End Private Real
Estate Funds

Total Number of Funds in Market 35

Aggregate Target of Funds in Market ($bn) 12.6
| Aggregate Capital Raised ($bn), 2006 - August 2012 30.2
Aggregate Capital Raised ($bn) in the Last 10 Years 42.1

Source: Preqin Real Estate Online

Fig. 2: Annual Solely Office-Focused Closed-End Private Real Estate Fig. 3: Solely Office-Focused Closed-End Private Real Estate Funds
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Fig. 4: Largest Solely Office-Focused Closed-End Private Real Estate Funds in Market
Firm Fund Fund Focus SIUEE)Y LEEETL
(mn)
Paramount Group Real Estate Fund VII Paramount Group us Core-Plus 1,000 USD
Tishman Speyer Real Estate Venture VIII Tishman Speyer us Value Added 750 USD
Tokyo Office Property Fund AXA Real Estate Japan Core and Core-Plus | 50,000 JPY
Next Estate Income Fund BNP Paribas Real Estate Investment Services Europe Core 500 EUR
ST [N @ Eteet ) B Cornerstone Real Estate Advisers Sweden Core 500 EUR
Property Fund
Threadneedle Low-Carbon Workplace Trust Threadneedle Property Investments UK Value Added 350 GBP
Normandy Real Estate Fund Il Normandy Real Estate Partners us D2f, DISTTESEE0] S 500 USD
Value Added
Rosemont Real Estate Acquisition Fund Rosemont Realty us Opportunistic and 500 USD
Value Added
IVG EuroSelect 21 Munich IVG Funds Germany Core and Core-Plus 330 EUR
Moonbridge Capital Greater China Moonbridge Capital China Opportunistic 400 USD
Development Fund

Source: Preqin Real Estate Online
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The 2012 Preqin Private Equity Performance Monitor, now in its ninth edition, includes league tables showing the top performing
funds of each fund type and vintage year, as well as identifying which managers are the most consistent top performers, again
broken out for all the major fund types. The 2012 Preqin Private Equity Performance Monitor contains new areas of analysis and key
metrics for more funds than ever before, with over 6,000 vehicles, including more than 900 private real estate funds managed by

300 different firms.

This year’s expanded and fully updated edition includes:

«  Top performing funds and firms identified in extensive league tables by fund type and vintage o 2012
year' Preqin Private Equity Performance Monitor

«  New analysis sections include the PrEQIn quarterly private equity index.

+ Annual and quarterly changes in fund valuations.

«  Examination of risk vs. return for different fund types.

« Benchmarks across different fund types by vintage year and geographic focus.

«  Dry powder and assets under management.

«  Detailed analysis sections examining key trends by different fund type, size and region.

«  Private equity returns examined against public markets. @erean

+  The performance of listed private equity.
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US-Based Insurance Companies

Carla Henry takes a look at US-based insurance companies investing in real estate.

Average Allocation to Real Estate (% of AUM) 2.1

Average Allocation to Real Estate ($mn) 961

Source: Preqin Real Estate Online

Fig. 2: Breakdown of US-Based Insurance Companies that Invest in Fig. 3: Breakdown of US-Based Insurance Companies that Invest in
Real Estate by Assets under Management Real Estate by Overall Real Estate Allocation
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Fig. 4: Fund Strategy Preferences of US-Based Insurance Fig. 5: Real Estate Investment Preferences of US-Based Insurance
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Wealth Managers in Real Estate

Preqin has now launched coverage of wealth managers involved in the Real Estate, Private Equity,
Infrastructure and Hedge Fund asset classes.
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Satwta Strabag Strategy % Invested
Al ation: " o v
Indirect Location
Preferences:
Fig. 1: Geographical Location of Private Real Estate Wealth Fig. 2: Private Real Estate Wealth Managers by Funds under
Managers Management
35%
32%
30%
g 27%
(o))
m Europe 8 25%
o]
=
£ 20%
S 18%
u North America =
v 15%
<]
5 11% 1%
5 0%
= Asia and Rest of World 8
& 5%
0%
Less than $500mn $500mn - Tbn $1bn - $2bn $2bn - 5bn Greater than $5bn
Total Funds under Management (Sbon)
Source: Preqin Real Estate Online Source: Preqin Real Estate Online
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Forthcoming Events

Conferences Spotlight

Download Data | p. 4

Conference Dates Location Organizer

GRI Europe Summit 2012 11 - 12 September 2012 Paris Global Real Estate Institute
Russia GRI 2012 19 - 20 September 2012 Moscow Global Real Estate Institute
Real Estate Asset Enhancement World Asia 25 - 27 September 2012 Singapore Terrapinn

Real Estate Investment World Latin America 2012 2 - 3 October 2012 Miami Terrapinn

India GRI 2012 3 - 4 October 2012 Mumbai Global Real Estate Institute
7th Real Estate Private Equity Summit 10 October 2012 New York iGlobal Forum

Real Estate Latin America Forum

17 - 18 October 2012

Rio de Janeiro

Latin Markets

The Alternative Asset Summit 17 - 19 October 2012 Las Vegas Alternative Assets
SALT Singapore 2012 17 - 19 October 2012 Singapore SkyBridge Capital
Brazil GRI 2012 6 - 7 November 2012 Sao Paulo Global Real Estate Institute
New Europe GRI 2012 26 - 27 November 2012 Warsaw Global Real Estate Institute
Asia GRI 2012 4 - 5 December 2012 Hong Kong Global Real Estate Institute

Latin America's most
comprehensive
real estate conference

2-3 October 2012, Miami, FL

Join us to determine which countries and sectors in Latin America offer the most promising
opportunities for the best value. Take advantage of 12+ hours of networking to build relationships
with your peers and make exciting new business contacts.

Speakers include:

Register by August 24th to save!

Register now and get the offer price
= on your phone

Scan this OR pattern with the camera on your
smartphong to register at the speciad offer price.

Peter Morin Claude Sirois

Chaim Katzman Don't have a smartphone? You can also

Chairman Chairman Senior Vice President, register and get the offer on our wabsita:

Eau:;ll-Gl b Austin Police Emerging Markets www.lermapinn.comyreiwlatam

o /| Retirement System | | Ivanhoé Cambridge
o REAL LSTATE
a2 RITCH INVESTMENT WORLD
OO

N % MUELLER

www.terrapinn.com/reiwlatam
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JW Marriott

Rio de
Janeiro

OCTOBER

17-18

55+ Speakers Confirmed,

Including the following: Real EState BraZil

The Real Estate Brazil Forum is a unique senior level executive
forum pertaining to the interests of both International and
Brazilian institutional investors in Latin America,

21 Session topics designed to cater specifically to the
Investors’ interests, include:

Chairman Paortfolis Manager Extcutive Manager,

. Real Estate Roal Estate Investmants * The future of the real estate markets in Brazil and other
F o growing markets throughout Latin America

* The Global Investor’s Perspective

= The Brazilian Investor's Perspective

= A Case Study on Commercial Properties presented by

Tinathy Laach Mty Wil v P PREVI - The largest pension fund in Brazil
Chief Investments Directar of Former Seniar ; _
ficer Investments Director = An overview of various sub-sectors including residential,
: th hospitality, industrial and logistics, shopping malls and retall
* Exploring Latin America
Lead Sponsors:
ﬁ Enjoy the opportunity to network with LPs and institutional

iAd Bradesco BBI investors who represent over U$300 Bi in AUM altogether,

N MARKETS

All rights reserved. The entire contents of Real Estate Spotlight are the Copyright of Preqin Ltd. No part of this publication or any information contained in it may be copied,
transmitted by any electronic means, or stored in any electronic or other data storage medium, or printed or published in any document, report or publication, without the
express prior written approval of Preqin Ltd. The information presented in Real Estate Spotlight is for information purposes only and does not constitute and should not be con-
strued as a solicitation or other offer, or recommendation to acquire or dispose of any investment or to engage in any other transaction, or as advice of any nature whatsoever.
If the reader seeks advice rather than information then he should seek an independent financial advisor and hereby agrees that he will not hold Preqin Ltd. responsible in law
or equity for any decisions of whatever nature the reader makes or refrains from making following its use of Real Estate Spotlight.

While reasonable efforts have been made to obtain information from sources that are believed to be accurate, and to confirm the accuracy of such information wherever possi-
ble, Pregin Ltd. does not make any representation or warranty that the information or opinions contained in Real Estate Spotlight are accurate, reliable, up-to-date or complete.

Although every reasonable effort has been made to ensure the accuracy of this publication Preqin Ltd. does not accept any responsibility for any errors or omissions within
Real Estate Spotlight or for any expense or other loss alleged to have arisen in any way with a reader’s use of this publication.
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