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Editor’s Note

The fundraising results for the second quarter of 2011 offer some encouragement to fi rms on the road, with the $11.9 billion 
raised representing a 34% increase on the $8.9 billion raised in Q1. We expect fundraising will continue to pick up over the 
second half of the year, as institutional investor appetite for the asset class gradually improves. 

Despite an increase in investor appetite, the fundraising market remains very overcrowded. Firms with funds in market that 
have been waiting for improving investor appetite may fi nd that the expected commitments will not materialize given the 
number of managers on the road. Managers will have to ensure they stand out from the crowd if they are to be successful 
and it seems likely that many fi rms will be forced to make some tough decisions in the coming months with regards to their 
fundraising prospects.  

Investment consultants are key players within the real estate fund market, infl uencing the direction of billions of LP dollars. 
This edition reveals the results of an extensive survey of real estate consultants, indicating that most expect their clients 
to commit more capital in 2011 than they did in 2010. While consultants saw valuations and the wider market volatility as 
signifi cant concerns, what is encouraging for the private real estate industry is that few felt fees, transparency or alignment of 
interests were major issues.

In addition to our usual fi gures on fundraising, performance and dry powder, we take a closer look at the real estate fund of 
funds market on page 9, including the changing strategies this knowledgeable group of investors are adopting in the current 
environment. We also take a look at management fees and GP contributions to funds on page 8, two areas which are crucial 
in the alignment of interest between investors and fund managers.

We are also thrilled to feature an interview with David Arthur of Brookfi eld Asset Management, who shares his views on the 
real estate market.

We hope that you fi nd this report to be interesting and informative and as ever we welcome any feedback that you may have. 
If you would like more information on any of our products and services, please feel free to contact us at our New York, London 
or Singapore offi ces.

Andrew Moylan, Editor

 © 2011 Preqin Ltd. / www.preqin.com
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External Comment

You successfully raised a large fund at a time when fundraising 

was very difficult. How did you overcome the challenges?

Firstly, Brookfi eld does have a strong, established track 
record in real estate and in infrastructure and power as 
well. We are somewhat unique in that we have a skill set 
as owners and operators with global expertise, so we’re not 
just raising capital and allocating it, we’re actually operating 
the business. We’ve got strong client relationships that we 
have developed over time, and that obviously helps whether 
you’re at the top of the cycle or the bottom. We put in a lot of 
capital, we’re the largest single investor in all our funds, so 
our interests are aligned with those of our clients. The senior 
managers are the largest shareholders in the company so 
there’s an alignment between the management, the company 
and the investor. I also think that during the challenging time 
we tailored our fundraising from a structural perspective 
to meet those challenges, so that was also appealing to 
investors. 

You have been able to produce strong returns on your 

investments; what is the key to identifying a good investment 

opportunity?

We have a large operating platform and network, which 
provides us with many opportunities to look at. We see a lot 
of deals and we’re very selective in narrowing the deals into 
a pipeline that we take further. When we acquire an asset 
we focus on how we can add value through leasing, capital 
improvements, fi xing the capital structure and identifying one 
or more exit strategies in advance. 

How do you view opportunities in emerging markets?

We have been long-term and signifi cant investors in Brazil, 
as owners and operators of assets for almost 100 years. We 
believe there’s tremendous growth potential in the country, as 
the emerging middle class purchases homes and increases 
its consumption. We’re also investing in the growth of Asian 

economies such as India and China, and assets in resource-
rich countries like Australia that serve those markets. 

Where are you seeing the best investment opportunities at the 

moment?

We are focused on the US and Europe and we believe that 
these regions have the best promise. In the US there’s still 
signifi cant distress in the commercial real estate markets 
from a capital perspective, and between 2005 and 2007, a 
lot of debt was placed on properties whose values have now 
come down quite a bit. That debt was generally fi ve year 
term debt that is now coming to maturity and owners don’t 
have the capital to pay it off, or the value of the property has 
dropped and they have to pay it down. The banks are fi nally 
starting to loosen up and provide opportunities to acquire 
assets or loans that they have taken on their balance sheet. 

In the case of Europe, it’s a bit behind the US, but there’s 
signifi cant distress that is now beginning to be realised, 
whether it’s direct owners or real estate, whether it’s banks, 
or governments. There’s a lot of press about some of the 
stress that some banks and governments are going through 
in Europe and we want to be there to take advantage of 
those opportunities. 

Will market conditions improve over the next 12 months?

We are looking from an operating perspective and it’s 
important for us as to how our assets are doing, but we do 
see some steady grass roots performance improvement in 
our operating units. We don’t see any dramatic changes, 
but we can certainly see steady improvement. In our offi ce 
building business, of which we have 85 million square feet, 
we’ve had one of the most active quarters in the past three 
months for leasing, even though it’s from a lower point, we 
see activity picking up, and we think that’s encouraging.

David Arthur, 
Brookfield Asset Management

Interview with David Arthur, Managing Partner, Real Estate 
Investments North America - Brookfi eld Asset Management.
Conducted by Claire Wilson, June 2011.
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You’re about to launch your real estate opportunistic fund; will you 

be employing the same fundraising tactics as you have in the past, 

or do you plan to adopt a revised strategy?

 I’m not sure we’ll have any changes. It’s a three prong strategy 
– we have a large, dedicated internal fundraising group that is 
constantly in the market talking to current and potential new 
investors. Secondly, we’ll look at our existing investors, then we’ll 
look to broaden our investor base. Third, Brookfi eld commits 
signifi cant capital to its funds and is the largest investor. It’s a 
constant theme that we’ve been pursuing over the last few years 
and it’s something we’ll continue to do going forward. 
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Investment Consultant Survey

Current conditions in the private real estate market 
make the investment strategy followed by investment 
consultants and their clients extremely important. 

Private real estate investment consultants and their clients will 
seek high quality real estate assets that can produce attractive 
returns while preserving and increasing their capital in the 
long term. In May 2011 Preqin conducted a survey of over 70 
alternative investment consultants to establish their current 
view of various asset classes, and the outlook for the alternative 
assets industry over both the short and longer term. The article 
that follows looks specifi cally at the data received from private 
real estate consultants. 

Just over two-thirds of respondents believe that North America 
will present the best investment opportunities over the coming 12 
months. The global economic downturn was precipitated by the 
sub-prime mortgage crisis in the US; it is possible that investment 
consultants and investors alike feel the real estate market in this 
region will still provide opportunities in the distressed space.

Half of respondents believe that Asia, with its developing markets, 
will offer attractive opportunities in the next year, while around a 
third believe Europe and South America present good prospects. 
The South American private real estate market is still in its infancy, 
but with many consultants seeing good opportunities to invest the 
region, it seems likely that more funds with a focus on the region 
will be raised in the future. The Middle East was the least popular 
region amongst those surveyed.

Respondents were asked to rank fund types on a scale of 1 to 5, 
with 5 being the most attractive and 1 being the least attractive in 
the current market. Opportunistic real estate was ranked highest, 
with an average ranking of 3.7. However, this is just 0.1 higher 
than both distressed private real estate and value added, which 
both had an average ranking of 3.6. 

Surprisingly the more conventional core funds were the lowest 
ranked strategy with an average score of 2.6. It could be that 
consultants believe core properties are now overpriced as a 
result of increased demand during the downturn. Core-plus also 
received a relatively low ranking of 3.0. The results indicate that 
consultants and their clients currently have more of an appetite 
for risk, with the medium-to-high risk and return strategies ranked 
higher by investment consultants. 

Levels of Investment & Key Issues in Private Real Estate in 2011

As private real estate investment was severely affected by the 
fi nancial crisis, investment consultants and the clients they advise 
will play a pivotal role in turning around the fortunes of the asset 

class. Addressing any concerns and issues they have with the 
market would help accelerate the process. However, investments 
in the asset class did increase slowly in 2010 and into 2011, and 
respondents were asked how much capital they plan to commit to 
private real estate in the near future. 

The vast majority expect to commit more capital to the private real 
estate market than they did in 2010; 72% of consultants will either 
be signifi cantly or slightly increasing their commitment level to the 
asset class. As Fig. 3 shows, more than half of respondents plan 
to slightly increase the level of their capital commitments in 2011 
compared to the prior year. These results are more positive than 
those of Preqin’s February 2011 survey of over 100 institutional 
investors in private real estate funds, reported in Preqin Investor 

Investment Consultant Survey
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Outlook: Real Estate, where only 45% of investors stated that they 
would be likely to commit to private real estate funds in 2011. 9% 
of investment consultants will be slightly reducing their level of 
commitment to the asset class over the next 12 months, and none 
will be making any signifi cant reductions. 

Respondents were asked about the key issues in the real estate 
market at the present time and unsurprisingly, given current 
conditions, valuation of investments was most frequently cited; 
just under a quarter of respondents claimed this was an issue. 

Consultants, just like 28% of investors surveyed previously, cite 
the economic climate and the resulting volatility as one of the 
more prevalent issues in the market; 19% stated this was an 
issue. Only 2% of those surveyed stated that industry regulations 
and the alignment of interests between fund investors and fund 
managers in the private real estate market were key issues. 

Outlook

The private real estate market is showing evidence of year-on-
year improvement from the nadir reached post-2008. Investment 
consultants and their private real estate investor clients will be 
looking to commit greater amounts of capital over the course of 
2011 than in the previous year, particularly targeting opportunistic 
and distressed strategies in North America and Asia. 

However, despite the expected increase in investment activity, 
the private real estate market is still recovering. Concerns with 
market valuations and possible volatility in the market remain and 
the opinions and investment plans of these investors are easily 
swayed by changes in the global economy.
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Fund Terms and Conditions

In the wake of the fi nancial crisis private equity real estate 
fund managers have been under increasing pressure due 
to the poor fundraising environment that has prevailed. 

Institutional investors have become more cautious towards real 
estate investment due to the impact of the crisis on the asset 
class, which has resulted in an overcrowded and depressed 
fundraising environment. In such a climate it is vital for fund 
managers to position their vehicle in the best possible way, 
and a large part of this is in the terms and conditions offered to 
potential LPs.

As shown in Fig. 5 nearly half of real estate funds of a 2010 or 
2011 vintage, or those still raising capital as of Q2 2011, have 
a management fee of 1.50-1.74%, and 16% have a fee of 
2.00-2.24%. Just over one-tenth of funds have a 1.75-1.99% 
management fee, and 13% use a rate of 1.00-1.24%. Real estate 
funds under $1 billion in size have a median management fee of 
1.50%; however the fi gure falls when looking at the larger funds, 
with a median of 1.35% for funds over $1 billion in size.

Analysis of the average real estate fund management fees by 
vintage year reveals that the median has remained constant at 
1.50% across all recent vintages. However, the largest real estate 
funds of the most recent vintages have had signifi cantly lower 
average management fees than vintage 2007 and 2008 funds. 
The mean management fee for vintage 2011 funds (including 
those still fundraising and yet to begin investing as of Q2 2011) of 
$1 billion or more in size is 1.33%.

In recent years many LPs across the range of private equity fund 
types – private real estate included – have become increasingly 
attracted to fund managers that are willing to provide larger 
commitments to their own investment funds. LPs see the GP’s 
commitment to its own fund as a key driver of the alignment of 
interests between investors and the fund manager. Fig. 6 shows 
the average GP commitments by fund type for private equity 
funds of a 2010 or 2011 vintage, or those still raising capital as of 
Q2 2011. As can been seen, real estate funds have the highest 
mean level of GP commitments

Fund Terms
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Funds of funds have historically been a signifi cant 
source of capital for real estate fund managers, 
as well as providing access to the asset class for 

investors lacking the resources, fi nance, knowledge or 
experience required for manager selection and committing 
to funds directly. Following the fi nancial crisis, however, fund 
of funds managers have found it just as diffi cult to secure 
commitments for their funds as managers across the real 
estate fund spectrum.

Fundraising Market

Real estate fundraising remains a challenging prospect in 
the current market. Managers are launching fewer funds, 
targeting less capital and the number of funds closing and 
the amount of capital raised has fallen dramatically. This 
trend is also observed in fundraising for funds of funds (see 
Fig. 7). In July 2011, there were 23 funds of funds in market, 
targeting an aggregate $5.0 billion. 12 were North America-
focused, seeking $2.9 billion, seven Asia and Rest of World-
focused funds were targeting $1.5 billion, and four Europe-
focused vehicles were aiming to raise $0.5 billion. There has 
also been a shift in the strategy focus of funds of funds in 
response to market demand (see Fig. 8). Increased investor 
appetite for core, debt and distressed strategies led to the 
launch of a number of vehicles targeting these areas of the 
industry.

Changes in Investor Sentiment 

In the current market, some of the motivations for investing in 
funds of funds, such as accessing top-tier funds and global 
diversifi cation, are not as compelling or relevant as they have 
been in previous years. Investors have been committing less 
capital to real estate funds, with some halting allocations 
altogether. Investor appetite for funds of funds has therefore 
declined, as has the number of new investors investing 
in real estate for the fi rst time via funds of funds. Of the 
investors with historical fund of funds commitments that will 
be active in private real estate in 2011, only a small number 
are seeking funds of funds, with the rest preferring to invest 
in other fund types in the immediate future. 

Outlook

Funds of funds that have closed in the last couple of years will 
be making underlying commitments in 2011. The performance 
of their portfolios and their investors’ assessment of these 
investments could determine what the future holds for the 

fund of funds industry. Due to the wide range of functions and 
services offered by these managers, providing they perform 
at satisfactory levels, funds of funds can continue to play an 
important role in the industry as the investment environment 
develops over the coming years. 
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Fundraising Overview

In Q2 2011, 19 private equity real estate funds reached a 
fi nal close, raising an aggregate $11.9 billion. This signifi es 
an increase on the $8.9 billion raised in Q1 2011, but is 

considerably lower than 2006-2008, when quarterly totals 
regularly exceeded $30 billion. In addition to the funds that held 
a fi nal close in this quarter, 27 funds held an interim close in Q2 
2011, raising $4.5 billion towards their overall targets.

North America-focused funds raised the most amount of 
capital in Q2 2011, with 10 funds accumulating $8.6 billion in 
commitments. The largest primarily North American fund to 
close in this period was Lone Star Real Estate Fund II, which 
raised $5.5 billion to invest in a broad range of fi nancial and 
other investment assets in commercial real estate, including 
both debt and equity instruments. Och-Ziff Real Estate Fund 
II closed on $840 million, and this debt and distressed fund 
focuses on the acquisition of leisure and entertainment 
properties such as hotels and casinos, as well as land for 
the purpose of residential development, throughout the US. 
Five Asia and Rest of World-focused funds closed in this 
quarter, including Prosperitas Real Estate Partners III, an 
opportunistic and value added vehicle which closed on $750 
million. Four Europe-focused funds closed in the quarter 
raising $1.9 billion, including Pramerica Real Estate Capital 
I, a debt fund which closed on £492 million. The 10 largest 
funds to close in the quarter are shown in the table on page 
11. 

The length of time on the road spent by funds gives an 
indication of investor appetite and the extent of competition 
in the fundraising market. Fig. 10 shows that funds which 
closed in Q2 2011 spent an average 15.1 months in market, 
a decrease from Q1 2011. Nonetheless, it still takes fi rms 
signifi cantly longer to raise funds than it did prior to the 
economic downturn.
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Funds on the Road

As of July 2011, there were 437 private equity real estate 
funds in market targeting an aggregate $148 billion, 
compared to the 441 funds targeting $159 billion at 

the start of Q2 2011. Despite the decrease in the capital being 
targeted by fund managers, the fundraising environment 
remains extremely crowded and competitive; the aggregate 
capital sought by private equity real estate fi rms is over three 
times the amount of capital that was raised in 2010.

As observed in Fig. 13, the number of funds in market during 
the course of 2009 remained relatively constant. However, 
the aggregate capital sought by such funds declined 
signifi cantly as a result of the challenging fundraising 
conditions which prompted fund managers to set lower, more 
realistic targets. Throughout the course of 2010, the number 
of funds in market increased, although the aggregate amount 
of capital targeted continued its decline, suggesting that fund 
managers were continuously adapting to the realities of 
the tough fundraising environment through realigning their 
fundraising targets. 

Nonetheless, a number of large real estate funds were 
launched in Q1 2011, causing the aggregate amount of 
capital sought by funds in market increase by $21 billion from 
the start of Q2.

The tough fundraising environment in recent years has made 
it diffi cult for managers to close funds, with funds spending 
an increasing amount of time on the road. This has created 
a saturated market in which more funds are in market than 
throughout 2009-Q1 2011.

Out of the 437 funds in market, 253 are primarily focused 
on North America. These funds are looking to raise an 
aggregate $83.5 billion, accounting for 56% of the capital 
being sought by all funds on the road. The largest fund in 
market is the primarily North America-focused Blackstone 
Real Estate Partners VII, which is targeting $10 billion. This 
opportunistic fund will seek to acquire high-quality distressed 
and/or undermanaged properties at below market value. 

Europe-focused vehicles are targeting the second largest 
amount of capital. 102 such funds are looking to raise $38.5 
billion, accounting for 26% of the aggregate amount of capital 
sought. European Diversifi ed Fund, managed by AXA Real 
Estate, is the largest of these European-focused funds. This 
core and core-plus vehicle is seeking to raise €1.5 billion to 
invest across industrial, logistics, offi ce and retail properties. 
There are currently 82 primarily Asia and Rest of World-
focused funds in market aiming to accumulate $26 billion. 

Such funds account for 18% of the global targeted capital, 
and include funds such as Alpha Asia Macro Trends Fund 
II, managed by Alpha Investment Partners, which is seeking 
$1.5 billion in capital. The fund will employ a core-plus and 
value added strategy and will invest across the spectrum 
of residential, hotel, retail, offi ce, logistics and warehouse/
distribution properties. 
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Recently Launched Funds

In Q2 2011, 30 vehicles were launched, targeting an 
aggregate $18.5 billion. Several large funds have come 
to market in this quarter, including Blackstone Real Estate 

Partners VII, the $10 billion opportunistic fund, and SmartCore 
Fund, which is seeking to raise $1 billion. This refl ects an 
increase in fund manager confi dence, and real estate fi rms 
seem to have revised their fundraising targets upwards in 
anticipation of improving market fundamentals and renewed 
investor confi dence. The larger fi rms are returning to market 
with their latest funds, possibly buoyed by the $5.5 billion fi nal 
close of Lone Star Real Estate Fund II in this quarter, which 
gives further indication of increasing investor appetite. 

There were 22 North America-focused funds launched in Q2 
2011, seeking an aggregate $16.2 billion. Five Asia and Rest 
of World-focused funds were launched looking to garner $1.6 
billion, while three Europe-focused funds were launched in 
this quarter, targeting an aggregate $700 million.  

Fig. 17 shows the 10 largest funds launched in Q2 2011 by 
their target size. Seven of these funds are primarily focused 
on North America, two are Asia and Rest of World-focused 
and one is Europe-focused. The largest fund launched in 
this quarter is Blackstone Real Estate Partners VII. ARCH 
Capital Asian Partners II, which is targeting $500 million, is 
the largest Asia and Rest of World-focused fund launched in 
the quarter. This vehicle will employ an opportunistic strategy 
and will seek commercial, offi ce, retail, mixed use and 
residential properties throughout Greater China, Philippines, 
Singapore and Thailand. 
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Fig. 16: Private Equity Real Estate Funds Launched in Q2 2011 by 

Primary Geographic Focus

Fund Name Firm Target Size (mn) Strategy 

Blackstone Real Estate Partners VII Blackstone Group 10,000 USD Opportunistic

SmartCore Fund GI Partners 1,000 USD Core

Junius Real Estate Fund Junius Real Estate Partners 750 USD Debt, Distressed, Opportunistic

Invesco Real Estate Fund III Invesco Real Estate 750 USD Value Added

High Street Real Estate Fund IV High Street Equity Advisors 500 USD Core-Plus

ARCH Capital Asian Partners II ARCH Capital Management 500 USD Opportunistic

Iron Point Real Estate Partners II Iron Point Partners 450 USD Debt, Opportunistic

Tellus II SDI Desenvolvimento Imobiliário 450 USD Opportunistic

IVG Deutschland Plus Fund IVG Funds 250 EUR Core, Core-Plus, Value Added

Brightside Hotel Fund Brightside Investment Group 350 USD Value Added

Fig. 17: Top 10 Real Estate Funds Launched in Q2 2011 by Target Size



14

Fu
nd

Fi
rm

St
ra

te
gy

Ta
rg

et
 (m

n)
G

eo
gr

ap
hi

c 
Fo

cu
s

Bl
ac

ks
to

ne
 R

ea
l E

st
at

e 
Pa

rt
ne

rs
 V

II
Bl

ac
ks

to
ne

 G
ro

up
O

pp
or

tu
ni

st
ic

10
,0

00
 U

SD
N

or
th

 A
m

er
ic

a,
 G

lo
ba

l

Lo
ne

 S
ta

r F
un

d 
VI

I
Lo

ne
 S

ta
r F

un
ds

D
eb

t, 
D

is
tr

es
se

d
4,

00
0 

U
SD

Ja
pa

n,
 N

or
th

 A
m

er
ic

a,
 W

es
t E

ur
op

e

Ro
ck

po
in

t R
ea

l E
st

at
e 

Fu
nd

 IV
Ro

ck
po

in
t G

ro
up

D
is

tr
es

se
d,

 O
pp

or
tu

ni
st

ic
2,

50
0 

U
SD

U
S,

 E
ur

op
e,

 A
si

a

CI
M

 V
I: 

U
rb

an
 R

EI
T

CI
M

 G
ro

up
Co

re
, C

or
e-

Pl
us

2,
00

0 
U

SD
N

or
th

 A
m

er
ic

a

Ca
rly

le
 R

ea
lty

 P
ar

tn
er

s V
I

Ca
rly

le
 G

ro
up

D
eb

t, 
O

pp
or

tu
ni

st
ic

2,
00

0 
U

SD
N

or
th

 A
m

er
ic

a

Eu
ro

pe
an

 D
iv

er
si

fi e
d 

Fu
nd

AX
A

 R
ea

l E
st

at
e

Co
re

, C
or

e-
Pl

us
1,

50
0 

EU
R

W
es

t E
ur

op
e,

 N
or

th
 E

ur
op

e

A
lp

ha
 A

si
a 

M
ac

ro
 T

re
nd

s 
Fu

nd
 II

A
lp

ha
 In

ve
st

m
en

t P
ar

tn
er

s
Co

re
-P

lu
s, 

Va
lu

e 
Ad

de
d

1,
50

0 
U

SD
A

si
a

AG
 R

ea
lty

 F
un

d 
VI

II
A

ng
el

o,
 G

or
do

n 
&

 C
o

D
eb

t, 
O

pp
or

tu
ni

st
ic

1,
25

0 
U

SD
N

or
th

 A
m

er
ic

a,
 E

ur
op

e,
 A

si
a

PS
 F

un
d 

IV
 –

 A
si

a 
Fu

nd
 S

el
ec

t
Pa

ci
fi c

 S
ta

r F
in

an
ci

al
Co

re
, C

or
e-

Pl
us

, O
pp

or
tu

ni
st

ic
, V

al
ue

 A
dd

ed
1,

20
0 

U
SD

A
si

a

U
K 

Pr
op

er
ty

 In
co

m
e 

Fu
nd

Le
ga

l &
 G

en
er

al
 P

ro
pe

rt
y

Co
re

, C
or

e-
Pl

us
70

0 
G

BP
U

K

Fi
g.

 1
8:

 To
p 

10
 L

ar
ge

st
 R

ea
l E

st
at

e 
Fu

nd
s i

n 
M

ar
ke

t

Funds on the Road



15

The Preqin Real Estate Quarterly, Q2 2011

 © 2011 Preqin Ltd. / www.preqin.com

Fundraising Future Predictions

The results for fundraising in Q2 2011 indicate that the 
gradual increase in investor activity, which has occurred over 
recent quarters, is beginning to translate into increased levels 
of capital being raised. The $11.9 billion raised in Q2 was 
an increase on the $8.9 billion raised in Q1 and a sizeable 
increase on the $6.5 billion raised in Q4 2010. The results 
from Q2 will give some encouragement to fund managers 
that are currently marketing their funds. That Lone Star 
Funds, which closed its Lone Star Real Estate Fund II with 
commitments of $5.5 billion, was able to raise the fi fth largest 
private equity real estate fund of all time highlights that fi rms 
can raise substantial amounts of capital from institutional 
investors in the current environment. 

Firms that closed funds in Q2 2011 also spent, on average, 
15.1 months marketing their funds. The average time 
spent in market for funds which closed in Q1 2011 was 
17.3 months. This again points to an improved fundraising 
environment, as fund managers were able to secure 
commitments more quickly.  The results of Preqin’s survey of 
real estate investment consultants (see page 6) demonstrate 
why fundraising is starting to improve. 73% of consultants 
anticipate that their clients will commit more capital to private 
real estate funds in 2011 than they did in 2010. As deal 
activity increases and as more distributions occur, the cycle 
of capital through the industry will continue to improve, which 
is likely to further improve fundraising.

Despite both the number and aggregate target of funds in 
market falling during Q2 2011, the fundraising environment 
remains extremely competitive. The aggregate target of all 

funds in market is $148 billion, more than three times the 
amount of capital raised in the past 12 months. Many fi rms 
with funds on the road have been forced to delay anticipated 
closings as they struggle to secure investor commitments 
and, although investor appetite is increasing, fi rms will have 
to stand out from the crowd if they are to be successful in 
securing commitments for their funds. Managers which have 
been waiting for an upturn in investor enthusiasm may fi nd 
that the level of competition means they are still unable to 
secure commitments for their funds.

Based on Preqin’s conversations with institutional investors, 
investment consultants, placement agents and fund 
managers across the globe, it seems probable that investors 
will continue to increase their investment activity, leading to 
a gradual improvement in fundraising over the remainder of 
the year. 

Fund Firm Target (mn) Final Close (mn)

South East European Heritage Property Fund Elements Property Fund 100 EUR 150 EUR

Lone Star Real Estate Fund II Lone Star Funds 4,000 USD 5,500 USD

Harrison Street Real Estate Partners III Harrison Street Real Estate Capital 500 USD 596 USD

Garrison Real Estate Fund II Garrison Investment Group 500 USD 575 USD

Och-Ziff  Real Estate Fund II Och-Ziff  Real Estate Advisors 750 USD 840 USD

Encore Housing Opportunity Fund Encore Housing Opportunity Fund 150 USD 152 USD

Boston Capital Tax Credit Fund XXXIV Boston Capital 200 USD 200 USD

Prosperitas Real Estate Partners III Prosperitas Investimentos 750 USD 750 USD

Fig. 19: Sample of Funds Closing On or Above Target in Q2 2011
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Dry Powder

The amount of dry powder available to private equity real 
estate fund managers has decreased by $24 billion 
since December 2009, when the amount of uncalled 

capital was at a peak of $184 billion, to $160 billion in June 
2011. Fig. 20 shows the amount of capital invested and the 
amount of dry powder available to private real estate funds 
of vintage years 2005-2010.  Funds with vintages 2007-2009 
all have similar amounts of dry powder remaining, despite the 
likelihood that 2007 vintage funds are near to the end of their 
investment periods. While 2007 vintage funds still have fairly 
large amounts of uncalled capital,  their levels of dry powder 
dropped by around $10 billion during Q2 2011, suggesting that 
the environment for real estate transactions has improved in 
recent months.

Fig. 21 shows the level of dry powder by the primary 
geographic focus of private real estate funds since 2003. 
North America-focused funds have seen the largest decrease 
in dry powder levels since December 2009, with the amount 
of uncalled capital dropping by $13 billion to $86 billion in 
June 2011.  European-focused funds have had relatively 
stable levels of dry powder since 2006, indicating that deal 
levels in this region remain low. Europe is the only region to 
see stable levels of dry powder since 2009. Although at lower 
levels, Asia and Rest of World-focused levels of uncalled 
capital follow a similar trend to North America funds, with 
levels increasing until 2007 and then steadily falling in the 
following years.

Fig. 22 shows private real estate dry powder by fund 
strategy. Closed-end core funds have seen a jump in levels 
of dry powder in the fi rst six months of 2011, with capital 
available for debt investments also increasing since 2009, 
suggesting that investors have increasingly been committing 
capital to these strategies. Opportunistic and value added 
funds have signifi cantly lower levels of uncalled capital than 
in 2009, which is a sign of the continuing slow fundraising 
environment.
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The change in net asset value (NAV) of private equity 
real estate funds in successive quarters from Q1 2010 
to Q4 2010 is shown in Fig. 23. The non-weighted data 

shows a small decline in NAV in Q1 2010, but in the following 
three quarters there was an increase in NAV. Q4 2010 saw a 
signifi cant 7.3% increase in NAV. Fund managers’ portfolios are 
increasing in value as global property markets begin to recover. 
The weighted data, which takes fund size into account, showed 
positive change in NAV in all quarters during 2010, including a 
12.2% increase in Q4 2010. This suggests that valuations of the 
larger funds are showing more of an improvement, although it 
should be noted that these funds were more adversely affected 
by the fi nancial crisis.

Fig. 24 plots the annual median net IRR at each quarter 
end for funds of 2002 to 2008 vintages. It can be seen that 
the median IRRs of funds of 2004, 2005 and 2006 vintages 
declined signifi cantly as a result of the downturn, before 
stabilizing over the four quarters of 2010. 2007 vintage 
funds had a median IRR which was deeply in negative 
territory in Q1 2009, standing at -41.8%. The median IRR 
of 2008 vintage funds has seen small increases in recent 
quarters, with -6.3% in Q3 2010 and -2.2% in Q4 2010.

Fig. 25 compares the horizon IRRs of private equity real 
estate funds with those of the Wilshire REIT Index and the 
NCREIF Property Index over one-, three- and fi ve-year 
periods to December 2010. The one-year private equity 
real estate horizon IRR was 4.7%; the corresponding fi gure 
for the NCREIF Property Index was 13.1% and 28.6% 
for the Wilshire REIT Index. Over the three-year period, 
however, only the Wilshire REIT Index achieved a positive 
return, with returns of 0.2%, while private equity real estate 
funds returned -12.2% and the NCREIF Property Index 
posted -4.2%. REITs and direct property also outperformed 
private equity real estate funds over the fi ve-year period to 
December 2010, though returns for all three investment 
types differed very little in this period. 
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If you want any further 
information, or would like 

to apply for a demo of our 
products please contact 

us:

London:

Equitable House
47 King William Street

London, 
EC4R 9AF

Tel: +44 (0)20 7645 8888
Fax: +44 (0)87 0330 5892

New York:

230 Park Avenue
10th Floor 
New York
NY 10169

Fax: +1 212 808 3008
Tel: +1 440 445 9595

Singapore:

Samsung Hub
3 Church Street

Level 8
Singapore

 049483

Tel: +65 6408 0122
Fax: +65 6408 0101

Email: info@preqin.com
Web: www.preqin.com

About Preqin

Preqin real estate provides information products and services to real estate 
fi rms, fund of funds, investors, placement agents, law fi rms, investment 
banks and advisors across the following main areas:

• Fund Performance

• Fundraising

• Investor Profi les

• Fund Terms

• Fund Manager Profi les

• Employment and Compensation

Our customers can access this market intelligence in three different ways:

• Hard copy publications

• Online database services

• Tailored data downloads

Preqin regularly releases research and information on fundraising and all 
other aspects of the real estate industry as both research reports, and as part 
of our monthly Spotlight newsletter. To register to receive more research and 
analysis, please visit www.preqin.com/spotlight 

If you have any comments on this report, please contact: 
info@preqin.com

 © 2011 Preqin Ltd. / www.preqin.com
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(All Five PE Services - includes 10% discount)

$8,400 / £5,050 / €6,050 $17,500 / £10,500 / €12,600 

Performance Analyst $1,950 / £1,150 / €1,375 $3,950 / £2,350 / €2,825

Funds in Market $925 / £550 / €650 $1,750 / £1,025 / €1,225

Fund Manager Profi les $1,750 / £1,050 / €1,250 $4,395 / £2,650 / €3,175

Investor Intelligence $2,800 / £1,700 / €2,050 $5,600 / £3,300 / €3,950

Deals Analyst $1,950 / £1,150 / €1,375 $3,950 / £2,350 / €2,825

Secondary Market Monitor $1,950 / £1,150 / €1,375 $3,950 / £2,350 / €2,825

Real Estate Online $2,400 / £1,400 / €1,675 $4,800 / £2,850 / €3,425

Real Estate Capital Source $925 / £550 / €650 $1,750 / £1,025 / €1,225

Infrastructure Online $1,750 / £1,050 / €1,250 $4,800 / £2,850 / €3,425

Hedge Investor Profi les $1,950 / £1,150 / €1,375 $3,950 / £2,350 / €2,825

Completed Order Forms:

Post (address to Preqin):

Equitable House
47 King William Street
London, EC4R 9AF

230 Park Avenue
10th Floor,
New York, NY 10169

Samsung Hub, 
3 Church Street, 
Level 8, Singapore, 
049483 

Fax:
+44 (0)87 0330 5892
+1 440 445 9595

Email:
info@preqin.com

Telephone:
+44 (0)20 7645 8888
+1 212 808 3008
+65 6408 0122



Preqin Publications
Order Form

For more information on any of Preqin’s publications, please visit: wwww.preqin.com/publications

Payment Details:

Credit Card

Visa

Amex Mastercard

Cheque enclosed (please make cheque payable to ‘Preqin’)

Please invoice me

Card Number:

Security Code:

Name on Card:

Expiration Date:

American Express, four digit 
code printed on the front of 
the card.

Visa and Mastercard, last 
three digits printed on the 
signature strip.

Shipping Details:

Name:

Address:

Firm:

Job Title:

City:

Telephone:

Post/Zip:

Country:

Email:

Shipping Costs:   $40 / £10 / €25 for single publication 
                 $60 / £15 / €37 for multiple publications

Currency USD/EUR/GBP Total Cost:

Charts and Graphs Data Pack Prices: $300 / £180 / €185

Completed Order Forms:

Post (address to Preqin):

Equitable House
47 King William Street
London, EC4R 9AF

230 Park Avenue
10th Floor,
New York, NY 10169

Samsung Hub 
3 Church Street 
Level 8, Singapore
049483 

Fax:
+44 (0)87 0330 5892
+1 440 445 9595

Email:
info@preqin.com

Telephone:
+44 (0)20 7645 8888
+1 212 808 3008
+65 6408 0122

Name Private
Equity

Real
Estate Infra. Hedge

Funds Price
Order? 
(Please 

Tick)

Additional Copies 
Price

No. 
Additional 

Copies

Charts & Graphs 
Excel Data Pack*

(Please Tick)
2011 Global Private Equity Report  $175 / £95 / €115 2 Copies (10% saving)

5 Copies (25% saving)
10 Copies (35% saving)
All 3 Titles - 33% saving

2011 Global Real Estate Report  $175 / £95 / €115

2011 Global Infrastructure Report  $175 / £95 / €115

2011 PE Fund of Funds Review  $1,495 / £885 / €950 $180 / £110 / €115

2011 Global Hedge Fund Investor Review  $795 / £465 / €495 $180 / £110 / €115

2011 Preqin PERE Compensation & 
Employment Review

 $1,495 / £885 / €950 $180 / £110 / €115

2011 Preqin PE Compensation & Employment 
Review

 $1,495 / £885 / €950 $180 / £110 / €115

2011 Alternatives Investment Consultant Review     $695 / £410 / €450 $180 / £110 / €115

2011 Sovereign Wealth Fund Review     $595 / £350 / €385 $90 / £50 / €60

2011 Preqin PE Cleantech Review   $1,345 / £795 / €895 $180 / £110 / €115

2011 Private Equity Secondaries Review  $1,345 / £795 / €895 $180 / £110 / €115

2010 Real Estate Review  $1,345 / £795 / €895 $180 / £110 / €115

2011 Infrastructure Review  $795 / £465 / €495 $180 / £110 / €115

2011 Fund Terms Advisor    $1,495 / £885 / €950 $180 / £110 / €115

2010 PE Performance Monitor   $795 / £465 / €520 $180 / £110 / €115

2011 PERE Fund of Funds Review  $795 / £465 / €495 $180 / £110 / €115

2010 Real Estate Distressed & Debt Review  $795 / £465 / €495 $180 / £110 / €115

2010 PE LP Universe  $1,345 / £795 / €895 $180 / £110 / €115

2008 Distressed Private Equity Review  $795 / £465 / €495 $180 / £110 / €115


