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Welcome to The Definitive Guide to Real Estate
Fundraising. This exciting publication is brought to
you as part of a series of real estate guides con-
ceived and produced by the co-editorial partnership
of Capital & Marketing Group and PEI Media.

Capital & Marketing and PEI understand that
fundraising in the non-listed indirect real estate
asset class will face considerable challenges in the
coming years from mid-2010, the date when the
guide was first published. So its timely publication
should provide you with guidance through a series
of fund processes which have essentially had to
be rewritten as the financial crisis has raised a
series of pressing questions about the direction
the asset class should take.

We have worked together to produce a highly
practical executive know-how resource, which is
written by a leading group of dedicated real estate
industry professionals and advisers, so that you
can understand how the market for raising capital
has developed in the very testing times following
the global financial crisis and what you should pre-
pare for when launching future funds. Each author
has spent countless hours in sharing his or her
understanding and experiences so that you can
benefit in your business.

While it is beyond the remit of this publication to
provide you with a blueprint for fundraising suc-
cess, what this collection of thoughtful chapters
will offer you is very useful assistance to lead to
you achieving your targets. The esteemed authors
of this publication reveal precisely what you need
to be aware of and what to ask of whom in a given
situation so that your real estate fund has every
chance of being one of the successful funds.

I would like to thank Christophe de Taurines and
Sandra Johansson of Capital & Marketing Group
for their dedication to this project and for being so
focused in helping the asset class achieve a return
to good health. I would also like to thank my col-
leagues at PEI who work tirelessly to make proj-
ects like this one work. And I would like to thank
Julie Foster for designing and producing yet anoth-
er great PEI publication.

After reading this publication, should you wish to
share your thoughts on the content, please feel
free to contact me: anthony.o@peimedia.com.

Sincerely,

Anthony O’Connor

Head of Specialist Publications

Message from the publisher
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Who would have guessed in June 2007 that a pro-
fessional guide to real estate fundraising would be
required reading in 2010? Then, most real estate
operators, flush with ample debt and equity capi-
tal, were more concerned about where to invest
and how, in a web of ever-more complex and lever-
aged transactions.

Now, after the most severe drought in real estate
fundraising in a generation and a massive repricing
of assets, as well as a major reshuffling of man-
agement talent, fundraising is the foremost con-
cern of every player in the industry. For the first
time in a long time, even end-investors are
expressing concerns about fundraising as a reason
not to invest in funds, thus establishing an unvirtu-
ous circle for funds.

The fundraising market has always been competi-
tive, but it has taken on a new intensity with many
investors reluctant to make new commitments;
investor caution is highlighted by the increase in
the time required for real estate funds to reach
final close. With investor capital in short supply,
the most important hurdle for many fund man-
agers is to secure long-term investment capital.

This executive how-to guide is aimed at all partici-
pants in the real estate industry and seeks to help
answer some fundamental questions, most
notably including: is investor confidence perma-
nently impaired?

Economic uncertainty is certainly the most impor-
tant contributor to the capital draught. What does
the future hold: high inflation or deflation? Where
will real estate prices recover first and to what
extent? Are China, Brazil and India and other

emerging markets the world economic engines of
the future? Or will the traditional power houses,
such as the US, Japan and Germany regain their
status once again? Will the market be subject to
further unforeseen financial shocks as assets need
to be refinanced? What risks will investors be sub-
ject to and will returns be adequate to compensate
those risks?

A key question on the lips of real estate profes-
sionals the world over is whether governments
and regulatory bodies are making matters better 
or worse.

The regulatory environment is obviously tighten-
ing. This is the result of governments seeking to
tackle financial groups that are deemed too big to
fail and attempt to address the general public’s
perception that the financial industry has abused
its privileged position. Government bail-outs of
banks and insurance groups, brought about in part
by massive issues in illiquid investments as well as
some of the spectacular frauds, are driving an era
of increasing regulation and scrutiny. A key uncer-
tainty is introduced by yet another pressing ques-
tion: will government and regulatory responses to
the crisis lay a solid foundation and lead to struc-
tural long-term changes to the industry?

In consequence, the environment in which banks
operate is tighter with Basel 2 and the so-called
Volcker Rule. Insurance groups now have to con-
tend with Solvency 2, a much stricter set of regu-
latory requirements for insurance firms operating
in the European Union (EU). Hedge funds and pri-
vate equity-style funds also face tighter EU regula-
tions as currently contemplated with the
Alternative Investment Fund Managers (AIFM)

Editors’ introduction
By Christophe de Taurines and Sandra Johansson, Capital & Marketing Group
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Directive. Even placement agents are now more
tightly controlled under the Financial Industry
Regulatory Authority (FINRA) in the US, having
barely escaped an outright ban. There is a growing
consensus in the industry that tighter regulation
will be unavoidable in coming years. 

Does investing in indirect non-listed real estate still
make sense?

Institutional investors are increasingly concerned
about delivering the returns expected by their con-
stituents while maintaining a sensible balance
between risk and return, while also satisfying
increasing demands from their regulators.

With many funds raised in the past five years
showing poor returns, investors are now question-
ing some basic assumptions about investing in real
estate funds. Historically, the main driver was an
attempt to diversify geographically and by manage-
ment style, but does this still make sense in 2010
and beyond?

Is the bond of trust between managers and
investors irrevocably broken? Should investors still
invest indirectly or should they now invest directly?
Is the GP/LP model still valid and if so, where will
capital for real estate funds come from? Do
investors have the necessary internal resources
and expertise to go direct? Which fund strategy is
optimum? Is the large-cap allocator-fund model still
valid or is there going to be a gradual shift to
smaller funds with focused strategies and special-
ist local managers? What level of governance and
transparency is now demanded? 

How will funds be raised in a post-global-financial-
crisis environment?

Investors are increasingly looking for tighter
investor parameters, greater governance and trans-
parency. They are looking towards fund managers
who are responsive and adapt well to investors’

demands and those who will increase their
chances of securing scarce capital.

Debate rages over what are appropriate fund terms
for investors and for fund managers, precisely how
any gap should be bridged, and just how a fund
should be structured for legal and fiscal efficiencies.
It also is unclear whether some investors will
favour focusing on investing alongside investors
that have similar cultural backgrounds and regulato-
ry requirements. And of course, there is consider-
able uncertainty as to what degree of due diligence
should be performed on a manager and a real
estate fund in this new challenging era.

In terms of marketing, fund sponsors are having to
re-evaluate how a fundraising process will be
planned and executed, a discussion that extends
to relying on funds being be placed by internal
teams or by placement agents or by a combination
of both. And if an agent is used, what should an
agreement look like? What are the restrictions on
the use of an agent?

Although significantly impacted by the crisis, we
believe that non-listed real estate will continue to
play a significant role in institutional investors’
investment and diversification strategies.
Hopefully, the non-listed real estate market that
emerges from this crisis will be in a better position
to withstand the next one.

We want to congratulate PEI Media for its fore-
sight, and particularly Anthony O’Connor for his
relentless passion for this project. We also want to
thank each of the many contributors, who have
taken their time and efforts to help build this book
to educate and to share their insight with the
industry of the opportunities and pitfalls of
fundraising non-listed real estate funds in the wake
of the global financial crisis.

As the indirect non-listed real estate market is
reassessing which direction the asset class will
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move in, The Definitive Guide to Real Estate
Fundraising aims to answer many of the questions
that are puzzling industry professionals. It is also the
intention that this must-read publication opens up
for debate some of the topics that could shape the
face of the industry right through the next cycle.

The guide’s incisive content is opened by Peter
Hobbs and Henry Chin in Chapter 1 who, in pro-
viding an excellent overview of global real estate,
share their detailed outlook on the asset class
and address implications for investment strate-
gies in 2010.

Andrea Carpenter then takes us to the role of
non-listed property funds in the new market cycle
in Chapter 2. 

Jeremy Plummer follows in Chapter 3 with his
views on how to select the optimum fund strategy
in 2010 and beyond. 

In Chapter 4, David Ryland and Steven Cowins
educate us about best practices in fund structuring
from their very accomplished legal perspectives.

James Gee and Nigel Hatfield provide a detailed
analysis of non-listed real estate fund terms in
Chapter 5.

Structuring real estate funds from the all-important
tax perspective is the topic chosen by John
Forbes in Chapter 6.

Christophe de Taurines discusses how placement
agents will operate in real estate after the global
financial crisis environment in Chapter 7.

In Chapter 8, Antonio Alvarez and Ben Brandon-
King share their keen views on how to perform
due diligence on a real estate fund. 

Martin Anthonsen and Lori Campana detail how
to plan and execute a real estate fundraising in
Chapter 9.

Chapter 10 deals with terms of placement agent
agreements according to lawyer Cindy Valentine. 

Chris Bellairs in Chapter 11 focuses on a number
of changing investor demands.

In April and May 2010 PEI Media and Capital &
Marketing conducted fully impartial and independ-
ent surveys regarding attitudes to real estate
fundraising, canvassing the opinions of interna-
tional investors and fund of fund investors. The
findings are presented in the raw in the Surveys
section. You can draw your own conclusions!

Finally, the editors are delighted to present valu-
able additional material, which is contained in the
extensive appendices to the guide:

• The classic 10 Rs of choosing and hiring a place-
ment agent by John Barber

• News and feature stories on real estate fundrais-
ing that were first published in PERENews.com
and PERE magazine

• A series of tables on ranking and fundraising
provided by PERE Connect

Happy reading! 

Christophe de Taurines Sandra Johansson 
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Introduction
The sharp correction in real estate during the years
of the credit crisis meant that 2009 represented an
excellent vintage for investing across risk styles
and markets. The losses of 2008 and the first half
of 2009 were soon followed by an astonishing
recovery in a number of markets, and more wide-
spread confidence in the outlook for real estate
investing. Real estate investment trust (REIT) mar-
kets globally were, as of March 2010, nearly dou-
ble their levels of March 2009, and certain direct
markets such as those in China, the UK and even
the US have posted record-breaking performance
in recent months. These trends and the continued
momentum behind the recovery suggest that 2009
did, indeed, represent an excellent vintage for real
estate investing.

By the end of the first quarter of 2010 the outlook
was, if anything, more complex than in the previ-
ous year. The global economy and property mar-
kets were back from the brink of a potential
depression, and the prospects for performance
had improved over the past 12 months. Despite
this, there remain profound risks facing the out-
look, and the market is susceptible to a range of
shocks. More significantly, the recent improve-
ment has been driven by a turnaround in real
estate capital markets, well ahead of a sustained
improvement in fundamentals. Improvement in the
capital markets is serving to ‘front-load’ the strong
performance of real estate that is expected during
the cyclical recovery. This front-loading of perform-
ance raises the question of whether real estate
capital markets are correctly pricing in the risks to

the outlook, with an increased possibility that the
markets overshoot, leading to weaker performance
during the period between 2011 and 2014.

Although these risks have increased, it is likely that
2010 will remain an attractive vintage for investing
in real estate, despite the recent improvements
and front-loading of performance expectations.
Markets should benefit from relatively high income
returns given the repricing of the market, as well
as the prospect of value recovery driven by rental
growth and capitalisation or cap-rate compression.
However, as usual, there are significant variations
from market to market in terms of the pace of the
recovery and the risk of overheating. It is within
this context that this real estate market outlook
has been written. The focus centres on two main
areas. First, the outlook for real estate fundamen-
tals, capital markets and performance and, second,
the implications for investment strategy.

Global economic outlook
Despite some heightened volatility in financial mar-
kets during early months of 2010, the global econ-
omy continues to be recovering from the
significant downturn experienced at the end of
2008 and the first half of 2009. This recovery is
expected to persist through 2010, with global eco-
nomic growth expected to reach close to 4 per-
cent for the year as a whole, sharply up on the
negative growth of 2009. This growth, which is
forecast to be sustained into 2011, is being driven
by a combination of factors including aggressive
policy stimulus, a powerful upturn in the inventory

Global real estate outlook and implications for
investment strategy 2010
By Peter Hobbs, RREEF Alternative Investments and 
Henry Chin, Deutsche Bank Private Wealth Management

C H A P T E R  O N E
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cycle, improved financial conditions, stabilisation in
housing, and progress in balance sheet repair.

Despite the positive outlook, the credit-related
nature of the recession and the continuing process
of deleveraging mean the global economy is set to
grow at below trend rates over the next few years.
In addition to these slow rates of growth, there are
significant variations in the outlook for the mature
and developing economies1 (see Figure 1.1). Many
of the former, including the US, Japan, and some
in Europe, face significant restraints on their recov-
eries. It will take a number of years for these
countries to absorb the disinflationary slack from
the recession, and they will need monetary and
fiscal policies to remain accommodating for some
time. At the same time, these stimulus policies
are not sustainable indefinitely, and there are sig-
nificant risks in the timing of the removal of the
policies. Removing stimulus too quickly could risk
economic relapse, while removing it too late could
risk sovereign debt crises and inflation.

By contrast, many emerging economies face differ-
ent challenges. They exported aggressively to
countries that had the booms, and financed those

exports via capital flows, but then suffered the fall-
out when the booms turned to bust, their exports
collapsed, and the financial crisis erupted. These
economies have bounced back vigorously partly
due to the massive policy stimulus and partly as
they were less encumbered by domestic imbal-
ances to begin with. By early 2010 it became clear
that these emerging economies faced potential
overheating and, in response, policy-tightening
have started to be introduced. Further policy-tight-
ening will be needed, and this process is fraught
with risks as curbing the excesses without causing
a hard landing will not be easy.

It is in the emerging economies where interest
rates are set to rise earliest. Although inflationary
pressures in China were, at 1.5 percent, more
modest than expected, there remain medium-term
pressures for tightening. Deutsche Bank econo-
mists forecast a rise of 100 basis points in the
Chinese central bank’s Reserve Requirement Ratio
(RRR) in the second quarter of 2010, and policy
rates to have risen to 3 percent by the end of
2010, up from 2.25 percent (as of March 2010). In
contrast, interest rates are set to remain low
across most developed economies for much of

Figure 1.1: GDP growth across major global economies, 2008–11f
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2010, although many of the credit-easing pro-
grammes are being phased out. Interest rates will
only start rising once central banks are convinced
that employment is growing more strongly and
unemployment rates are reducing. Despite this,
rates will, eventually, start to rise, with Deutsche
Bank forecasting a 1.25 percent Fed Funds Rate
(up from the current 0.25 percent), a 0.75 percent
UK Bank Rate (up from 0.5 percent) and a 1.5 per-
cent ECB Refi rate (up from 1 percent) by the end
of the year (see Figure 1.2). Interest rates are fore-
cast to rise only modestly over the medium term,

with the bigger risk that government bond yields
might spike given the significant fiscal imbalances
being faced by a series of European economies.

Outlook for real estate
fundamentals: Rents and
vacancies
Although the capital markets and broader economy
have staged a recovery over recent months, the
outlook for real estate fundamentals remain weak

Figure 1.2: Prospect of rising interest rates, 2008–14f
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across most markets. A few office markets are
showing signs of recovery, but it will not be until
2011 that there will be a significant number of mar-
kets with rental levels advancing again; by 2012,
only a few markets will still be struggling with
rental deterioration (see Figure 1.3). Cyclical timing
varies considerably across global markets. The Asia
Pacific region, in general, is forecast to lead the

cycle, with rental growth in most markets stabilis-
ing in 2010 and then advancing in 2011. Europe and
the US will generally be slower to turn.

Vacancy rates underscore the current outlook for
office rents. The Asia Pacific region will be the
first to see broad improvements in 2010 as over-
supplied markets like Singapore begin to pick up

Figure 1.3: Office vacancies across global regions, 1990–2014f
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Note: Based on 10 key markets in each region (Americas, Europe and Asia Pacific), weighted by market size at end 2008.
Source: RREEF Research, January 2010.
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Figure 1.4: Office rental growth across major global markets, 1990–2014f
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Note: Based on 10 key markets in each region, weighted by market size at end 2009.
Source: RREEF Research, January 2010.
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Possibility of less bearish short-term rental
outlook due to improving economic forecasts

Potential for slightly lower outer-year bounceback
given better short-term prospects
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