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COVER STORY
Distressed funds soar in strong 
Q2 fundraising environment
By Sam Sutton

W inter is coming, perhaps?
LPs appear to be prep-

ping for a downturn, 
pumping capital into 
turnaround and dis -

tressed funds. This strategy has raised 
more capital so far in 2016 than any 
other fund category tracked by Buyouts.

The nearly $16.9 billion circled by dis-
tressed/turnaround funds included $3 bil-
lion from Cerberus Capital Management 
VI and $1.5 billion from Kohlberg Kravis 
Roberts & Co’s new turnaround fund, 
KKR Special Situations Fund II.

“You want to have some dry powder 
in the hands of GPs who are going to be 
able to take advantage of the market dis-
location when that happens,” said  Scott 
Reed, head of U.S. private equity at Aber-
deen Asset Management. “That’s the 
approach we’re taking now.”

Strong distressed fundraising helped 
drive a strong overall fundraising envi-
ronment into the second quarter. U.S. 
firms raised about $47 billion  in Q2, 
bringing total fundraising to $90.9 bil-

lion through the first six months, Buyouts 
data showed.

Several LP sources called the fundrais-
ing environment strong through the end 
of the first half. Total fundraising was 
likely bolstered by several top-performing 
managers marketing significantly larger 
funds, often shortly after final closes on 
their predecessors, sources said.

Enterprise-software giants Thoma 
Bravo and Vista Equity Partners are 
marketing megafunds less than two 
years after raising their previous flag-
ship vehicles. In the middle market, LP 
demand enabled firms like Waud Capital 
Partners and Juggernaut Capital Partners 
to exceed their fund targets in the first 
half of 2016.

LP demand also reduced the time 
required to raise a new fund. As of April, 
it took less than 14 months on average 
for private equity firms to hit their fund 
targets, according to Preqin. That’s the 
average fundraise since 2007.

“You’re really seeing LPs trying to 
crowd in, and even accelerating their 

A man walks up Fifth Avenue at Central Park, as a 
massive snowstorm hit the U.S. Northeast on Jan. 
3, 2014.  REUTERS/Carlo Allegri




