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The number of placement agents for real estate funds and
joint ventures continued to grow this year, with two new
institutional players and one high-end boutique all grabbing
respectable slices of market share.

UBS and Deutsche Bank were the latest institutions to join
the real estate fund-raising world, while Park Hill Group, a
start-up backed by fund operator Blackstone Group, also
entered the market with a splash. Meanwhile, Citigroup’s pri-
vate equity placement-agent unit is working on setting up
an operation, and Lazard Freres’ private equity fund-raising
group also may take on real estate mandates soon.

All told, more than two dozen placement agents are either
soliciting real estate assignments or preparing to do so,
according to a survey by Real Estate Alert (see list on Pages
10 and 11).

The new players each took on a number of mandates this
year, while market leaders such as Credit Suisse, Morgan
Stanley and Presidio Partners continued to increase their
business. The surging activity reflects continued growth
in the real estate fund market, with investors plowing
increasing amounts of capital into the sector.

While experienced fund operators don’t need place-
ment agents to persuade existing investors to re-up in
successor funds, they are often willing to tap fund-raisers
to build relationships with new investors.

Meanwhile, newer fund operators lacking a track
record desperately need placement agents to help them
attract investors.

Sponsors of start-up funds typically pay placement
agents a fee equal to 3% of the amount of capital raised.
More-established players can often negotiate fees closer to
2% or even less, while paying nothing for commitments
from investors returning from previous funds.

That pay scale doesn’t appear to be changing.“We’ve been
able to hold the line on our fees,” said one executive at a
leading placement agent. “People who really want the serv-
ice are willing to pay the full fee.”

The demand for placement agents from real estate funds
has not escaped boutique firms trying to make their way
into the crowded private equity fund-raising world. A num-
ber of smaller private equity placement agents, such as
Alternative Investment Source of Philadelphia, Chatsworth
Group of Greenwich, Conn., and Capstone Partners of Dallas,

have
increasingly been pursuing real estate
assignments to supplement their business at a time when
competition for traditional private equity mandates is espe-
cially high.

Some market players warned, however, that such firms
cannot bank on getting a steady supply of work.
Newcomers, they said, will have to prove their longevity by
landing assignments even when the market takes a dive.
And, although there are a handful of exceptions, it is rare for
a placement agent not backed by a brand-name investment
bank to land big-league mandates.

“I don’t think everybody is going to make it,” said one mar-
ket player.“There’s going to be room for people to come in, but
I think it’s going to be hard to get into the top four or five.” v

Two Chicago office towers being offeredby Lurie Co. are attracting bids totalingmore than $200 million. CB Richard Ellisis taking joint and individual bids on thebuildings. The 660,000-square-footbuilding at 120 South LaSalle Street isgeared to core-plus investors, becauselead tenant J.P. Morgan Chase’s lease rollsover in about six years. The 415,000-sfbuilding at 221 North LaSalle is suitablefor core players. The buildings, eachapproaching 80 years old, were substan-tially renovated in 1998.

Washington State Investment Board is look-ing to hire a real estate investment officerto replace Hanna Jirasetpatana, who leftthis spring. The position requires at leastthree years’ experience in institutionalreal estate management and pays up to

Hotel Veteran Jumps From Thayer to RedstoneMartin Reid, who helped Thayer Lodging amass a hotel portfolio for its high-

yield fund series, has left the company to ramp up hotel acquisitions for advi-

sory firm Redstone Cos. Reid, who had been with Thayer for eight years, is expected to join Houston-

based Redstone next month as president of a new hotel affiliate.
The buzz is that Redstone, which has repositioned and developed hotels, may

soon raise a high-yield fund targeting the sector. Redstone, which advises pri-

vate and institutional players on investments in a mix of property types, did not

return calls seeking comment.Redstone was launched nearly 20 years ago to pursue real estate opportunities

in the Southwest that resulted from the oil bust of the mid-1980s. Within a few

years, it had acquired several hotels out of bankruptcy, including the 284-room

Houstonian Hotel Club & Spa, which it repositioned into a four-star luxurySee REDSTONE on Page 6Teachers Raising ‘Club Fund’ for Core Plays Teachers Insurance plans to raise an open-end core fund that will invest in

office and industrial properties nationwide.The vehicle, which has an initial equity target of up to $300 million, would

be a “club fund” — meaning it would have only a few investors. Teachers plans

to commit up to 20% of the equity itself. Pennsylvania Municipal Retirement is

expected to commit $100 million later this month. One or two other investors

will likely be recruited by yearend. Teachers is apparently not using a placement

agent.
The as-yet-unnamed fund will probably seek an 8% return and use up to

30% leverage, giving it about $425 million of initial buying power. The investors

will be able to inject additional equity down the road, but Teachers evidently

will not solicit new investors.The vehicle will target relatively small, stabilized properties. It’s unclear what See TEACHERS on Page 4Moinian Buys Out Partners in 95 Wall StreetJoseph Moinian has bought out his partners in 95 Wall Street through a recap-

italization that valued the office building at $135 million.
Moinian, who acquired the 50% stake he did not already own from local

investors Eric Hadar and Alex Adjmi, plans to reposition the 486,000-square-foot

tower as residential space. It’s unclear whether the units will be rental apart-

ments or condominiums.The building is fully leased to J.P. Morgan Chase, but the bank recently decid-

ed to buy out the remaining four years for an undisclosed amount — likely well

in excess of $50 million. That payment will go to Moinian, Hadar and Adjmi.

J.P. Morgan and its subtenants, Credit Lyonnais and First Investors, will vacate the

building at yearend.
The Moinian partnership initially asked broker Cushman & Wakefield to mar-

ket the 23-story building to a small number of residential redevelopers who
See MOINIAN on Page 5
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