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Blackstone Group L.P. (BX) 
It Was All Good Until The “Q+A”… But We Remain Buyers 
  

 What is the rub? — Despite particularly strong underlying fundamentals and 
positioning, BX stock price increasingly underperformed on 4/19 (down ~5% vs. peers 
down ~1%) with the underperformance accelerating post 1Q conference call.  We point 
to three issues raised by the call; however, we see the issues as either transitory 
and/or now fully discounted in the shares.  The issues reflect: 1) mixed commentary 
around the economy; 2) mixed commentary around the PE business; &  3) mixed 
discussion around realizations.  Of these issues, we believe much reflected 
management conservatism but discussion around BCP V carry potential is most real.  

 The issues — First, management suggested some weakening in the global economy 
and again surfaced corporate margin pressures.  Second, within PE, management did 
acknowledge some pricing concessions and elevated deal multiples (given cheap 
financing), but we do not see either affecting underlying economics/portfolio MOICs. 
Third and despite favorable commentary in both prepared remarks and in the media, 
management was uneven around the realization cycle, particularly in RE, though still 
sees solid to accelerating potential into 2H12/2013-14. 

 What do we think is now discounted? — Of the issues raised, the most onerous is 
whether BCP V will be able to provide carry to unitholders.  Here, we assume roughly 
$0.45 performance fee contribution per unit in 2014.  However, with a MOIC of 1.1x at 
3/31, management still needs to generate $5B+ in value to crystallize payout to 
unitholders.  Assuming 50% chance the fund only pays the LP and using a 3-4x 
multiple, we estimate the foregone (present) value translates into about $0.60 in the 
stock price, or 4% of the 4/19 closing price, while the stock dropped 5%. 

 What else did we learn? — $10B net inflows in 1Q, or 26% annualized growth, with 
positive growth in all businesses (RE, PE, Credit and HF Solutions); such growth has 
continued into 2Q for HF Solutions, including another $500M in April, or 15% 
annualized growth.  RE metrics are accelerating; PE metrics are solid; allocations are 
rising and bundled to larger player; GSO/Harbourmaster offers strong growth potential. 

 Affirm Buy; $19 target; Raise 2013 ENI/trim 2014; raise 2013-14 DE despite call 
discourse.  Remains on Global Focus Five. Assuming static distributions in 2Q-4Q, BX 
still offers ~3.5% distribution yield. SOTP increasingly attractive, we think.  

Equities  

 

EPS Q1 Q2 Q3 Q4 FY FC Cons 

2011A 0.51A 0.64A -0.30A 0.40A 1.25A 1.25A 

2012E 0.39A 0.28E 0.36E 0.38E 1.41E 1.71E 

Previous 0.36E 0.32E 0.35E 0.38E 1.41E na 

2013E na na na na 1.74E 2.10E 

Previous na na na na 1.71E na 

2014E na na na na 2.55E 2.53E 

Previous na na na na 2.65E na 
              

Source: Company Reports and dataCentral, CIR.   FC Cons: First Call Consensus.   
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Expected total return 39.1%
Market Cap US$15,972M

 
 

Price Performance 
(RIC: BX.N, BB: BX US) 

 

See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures. 

William R Katz 
+1-212-816-5394 
william.katz@citi.com 

Neil Stratton, CFA 
neil.stratton@citi.com 
  

 

 Company Update 
 Estimate Change 
 



Blackstone Group L.P. (BX) 
20 April 2012 

 

Citigroup Global Markets 2 
 

        Fiscal year end 31-Dec 
 

2010 2011 2012E 2013E 2014E 

        Valuation Ratios     

        P/E adjusted (x) 11.2 11.3 10.0 8.1 5.6 
        P/E reported (x) 11.2 11.3 10.0 8.1 5.6 
        P/BV (x) 1.4 1.5 1.4 1.3 1.2 
        P/Adjusted BV diluted (x) na na na na na 
        Dividend yield (%) 4.4 3.7 4.7 6.8 9.4 
        Per Share Data (US$)     
        EPS adjusted 1.26 1.25 1.41 1.74 2.55 
        EPS reported 1.26 1.25 1.41 1.74 2.55 
        BVPS 10.37 9.42 9.90 10.69 11.54 
        Tangible BVPS 4.47 4.79 5.40 6.19 7.04 
        Adjusted BVPS diluted na na na na na 
        DPS 0.62 0.52 0.67 0.96 1.33 
        Profit & Loss (US$m)     

        Net interest income 0 0 0 0 0 
        Fees and commissions 2,557 3,052 3,393 3,998 5,536 
        Other operating Income 584 232 364 416 472 
        Total operating income 3,141 3,284 3,757 4,414 6,008 
        Total operating expenses -1,561 -1,699 -1,951 -2,204 -2,775 
        Oper. profit bef. provisions 1,581 1,585 1,806 2,211 3,233 
        Bad debt provisions 0 0 0 0 0 
        Non-operating/exceptionals 0 0 0 0 0 
        Pre-tax profit 1,581 1,585 1,806 2,211 3,233 
        Tax -163 -188 -225 -254 -356 
        Extraord./Min. Int./Pref. Div. 0 0 0 0 0 
        Attributable profit 1,418 1,397 1,582 1,956 2,877 
        Adjusted earnings 1,418 1,397 1,582 1,956 2,877 
        Growth Rates (%)     
        EPS adjusted 101.1 -0.3 12.3 23.3 46.6 
        Oper. profit bef. prov. 118.4 0.3 14.0 22.4 46.3 
        Balance Sheet (US$m) 

 
    

        Total assets 18,845 21,909 23,715 25,612 27,661 
        Avg interest earning assets 0 0 0 0 0 
        Customer loans  0 0 0 0 0 
        Gross NPLs 0 0 0 0 0 
        Liab. & shar. funds 18,845 21,909 23,715 25,612 27,661 
        Total customer deposits 0 0 0 0 0 
        Reserve for loan losses 0 0 0 0 0 
        Shareholders' equity 4,363 4,671 5,056 5,460 5,897 
        Profitability/Solvency Ratios (%)     

        ROE adjusted 36.6 30.9 32.5 37.2 50.7 
        Net interest margin na na na na na 
        Cost/income ratio 49.7 51.7 51.9 49.9 46.2 
        Cash cost/average assets 11.0 8.3 8.6 8.9 10.4 
        NPLs/customer loans na na na na na 
        Reserve for loan losses/NPLs na na na na na 
        Bad debt prov./avg. cust. loans na na na na na 
        Loans/deposit ratio na na na na na 
        Tier 1 capital ratio na na na na na 
        Total capital ratio na na na na na 
        

For further data queries on Citi's full coverage universe 
please contact CIRA Data Services Americas at 
CIRADataServicesAmericas@citi.com or +1-212-816-
5336 
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Investment Summary 

Coming into earnings, we were tactically positioned defensively on BX despite 
strong LT support as we were concerned around a potential ENI miss to consensus.  
And while this thesis proved correct, the stock sharply underperformed.  However, 
we believe much of the relative erosion followed seemingly uneven commentary 
from management during the post quarter recap rather than the 1Q miss, which to 
be fair, was slight (at least to consensus).  From our vantage point, we believe much 
of the issues are either transitory in nature and/or fully discounted following the 
approximate 5% blow-off in the shares on 4/19 and creating an (even more) 
attractive entry point. 

We address the real economic impact of management commentary, yet the call 
reinforced BX’s increasingly superior positioning among Asset Managers – both 
traditional and alternatives – in our view, with many key positives.  

We affirm our Buy rating, maintain our $19 sum-of-the-parts (SOTP) 12-month price 
target and tweak 2012-14 ENI estimates – and despite call discourse, actually raise 
our 2013-14 DE forecast.   

What Are The Issues? 

We highlight three key issues that cumulatively added to the negative momentum to 
the stock on 4/19: 

1. Management commentary around the global outlook was mixed.  Two 
sub-issues.  First, management noted some erosion in the global 
economy…or did they?  Second, management once again pointed toward 
corporate margins under pressure – a theme our own strategists have 
been highlighting of late.   
 
Around the economy, President and COO, Mr. Tony James indicated some 
softening in the global economy from 12/31.  However, in refining his 
remarks, he subsequently noted that the global economy is recovering 
albeit at a low clip – the latter more in-line with the consensus view, we 
believe.  We believe these uneven comments spooked investors around 
portfolio IRRs and realization potential/timing though believe greater 
diversification versus prior years could partially offset (Figure 1). 
 
Management noted that portfolio company revenues were up ~5% in 1Q 
but that: a) growth was slower in the quarter on a Y/T/Y basis while 
EBITDA growth lagged revenues due to margin pressures around pricing 
and commodity costs. 
 
However, the carrying value of PE increased 4.9% in 1Q, and the portfolio 
(unrealized and cumulative realized proceeds) is marked at a 1.5x MOIC 
(multiple of invested capital) at 3/31 versus 1.4x at 12/31/11 and PE 
segment revenue were in-line with our forecast.  Importantly, management 
noted that underlying portfolio company economics continue to track 
toward long term assumptions, limiting adverse mark impact, in our view. 
 
Here, we clearly believe it is well too soon to panic around underlying PE 

The Off-Script Discourse Presents 
Opportunity 
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marks, particularly as underlying economic data continue to point toward 
further recovery, shallow as it may be. 

Figure 1. Greater Diversification Should Partially Offset Any Realization Timing Concerns 
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Source: Company reports, Citi Investment Research and Analysis 

 
2. Management commentary around PE was a bit mixed, but did 

anything really change?  Ultimately, we do not think so.  Here, there 
were also two issues.  First, around pricing; second around implied deal 
IRRs.  Around pricing, management noted some break points for 
particularly large accounts, continuing a trend for the last 10-20 years.  
However, the market only seems to have focused on this price concession 
and glossed over: a) the discussion is for only very large sized AUM; b) 
such give up tends to come with long to longer lock ups – in fact, 70% of 
AUM have 10+ year duration; c) many traditional managers have break 
points, at far lower AUM levels, particularly in mutual funds; and, d) BX’s 
superior track record likely mitigates such erosion in fee rates.  That said: 
a) the $86M in 1Q base management fees within the Private Equity 
segment were $3M ahead of our forecast; and, b) the recently raised 
BREP VII fund did not lower overall fee rates versus prior quarters within 
the RE segment.  We recently highlighted potential economic impact from 
lower fees, so also our 4/12 note, Alternative Asset Managers - Potential 
Changes In Fee Structures May Not Alter Net Economics, We Believe. 
 
Turning to deal IRRs, management noted that financing remains well 
attractive, particularly as demand for HY and Bank Loan funds remains 
strong (as measured by ICI/retail MFs, for instance).  However, 
management also noted that deal pricing has bubbled up.  Yet, we believe 
such dynamics are counterbalancing, and we suspect BX remains 
selective around opportunity.  Still, management put $2.7B to work in 1Q, 
with another $800M already deployed into 2Q suggesting they are still 
seeing attractive deals, particularly in energy where the firm has $3B in 
deal backlog at 3/31.  Indeed, management did not back off its $3B-4B per 
year deployment goal with seemingly attractive potential in US/non-US and 
across industries still. 

3. Mixed commentary around realization cycle.  Management started out 
the conversation incrementally upbeat around realizations indicating that 

https://ir.citi.com/S1x8L7h5WnVRgmAYAmwvZ6850H5dXoOXNl0zpRNnPAM%3D�
https://ir.citi.com/S1x8L7h5WnVRgmAYAmwvZ6850H5dXoOXNl0zpRNnPAM%3D�
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cycle could pick up into 2H12 and run for a few years into 2014, but the 
enthusiasm seemed to wane, particularly when discussing the potential in 
RE as the call unfolded.  Several elements to the discourse: a) two funds 
(BREP International II and BCP V) may not fully pay carry based on 
current MOICs; b) management noted that the IPO window is opening a bit 
but strategic M&A remains slow; and, c) management seemed to push out 
RE cycle given surging fundamentals and worry around not maximizing 
returns – here, we think senior officials were particularly conservative 
based on follow on conversations post the call.   
 
Of these issues, we are most concerned around commentary by the CFO 
that BCP V ($17B to $18B in AUM at 3/31, or ~9% of total, we believe) 
may not pay carry to the unitholders (the BREP International II fund 
represents about $1.5B in AUM, or ~1% of total AUM, and is a rounding 
error in our view).  BCP V is currently marked at 1.1x MOIC at 3/31, and 
relatively unchanged from 12/31.  Management noted the change in TEV 
needed to cross the carried interest threshold is about 11%, down Q/Q 
from 12%, but translating into ~$5B in portfolio appreciation, we estimate – 
on a base of approximately $17B to $18B, we believe.  Management 
ultimately sees a 1.8x to 1.9x MOIC though timing is clearly key given 8% 
annual hurdle rate in the fund.  
 
However, we believe such uncertainty around whether BCP V will pay 
carry to the unitholder is fully discounted.  Why so?  In Figure 2, we lay out 
our math.  In our model, we have been assuming BCP V would get into 
carry paying status in 2014.  However, with management saying the fund 
may or may not get back into carry, it is fair to re-think such assumption.  In 
turn, should the fund not get into carry, our performance fee estimate for 
2014 would decline from $1.72 to $1.26, or indicating about $0.46 related 
to BCP V. 
 
Based on current valuations for the sector/BX, investors seem to be putting 
a 3-4x P/E on performance fees, we estimate.  If we assume the midpoint 
of this range, we get potential hit on the stock of around $1.60 per share.  
However, two offsets.  First, there is the time value of money, and we need 
to discount by roughly 11% cost of capital.  Second, investors need to also 
contemplate that the fund could very well get into carry.  Assuming a 50% 
probability that the fund does not pay carry to unitholders, we ultimately get 
about $0.60 of (present value) haircut to the stock price.  On 4/19, the 
stock fell $0.70 – though we note the SPX was down about 50 bps on the 
day.  As such, we believe the risk is fully discounted. 

Figure 2. The Risk BCP V Does Not Earn Carry Appears Fully Discounted, In Our View 

Fund
Accrued 

Carry¹ ($M)
Comp 
(40%) Net PF DE

PF @ 3-4x 
multiple

50% 
probability

Discounted 
@ 11%

BCP V 864.4 345.8 518.6 $0.46 $0.19 $1.61 $0.80 $0.62

2014E Per Unit Impact

 

¹includes estimate for accelerated catch-up and 2012-14 market change 

Source: Company reports, Citi Investment Research and Analysis 
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Not All Lemons 

Despite the discourse of these three topics, there is much favorable trends 
underway as well, in our view.  We highlight a few key takeaways: 

1. Organic growth strong and diverse: Management put net inflows at 
$10B in1Q, or 6% unannualized, with positive growth in all four key 
businesses, including $6B in real estate; $500M in private equity; $900M in 
credit and $1.5B in HF solutions (Figure 3).  No question the $6B in RE is 
not fully repeatable, but lead indicators across all four segments are 
strong, we believe.   

2. Lead indicators are strong, we believe: We note: a) based on 
management commentary, the HF Solutions business generated $500M 
net inflows for April, or 16% annualized growth; b) BREP VII, is expected to 
bring in another $2B-3B in 2012, potentially bringing the fund to $13B; c) 
the GSO Capital Opportunities II fund (mezzanine) closed at 2x prior level, 
and turned away AUM to protect return potential; and, d) management 
sees significant areas of growth across sector and region specific areas, 
boding well for subsequent growth, we believe. 

3. Europe remains a great growth area: As Basel 3 requirements continue 
to marginalize other intermediaries.  Here, BX’s prior mezzanine fund 
generated a 23% annualized IRR, or consistent/superior to PE metrics, at 
lower risk.  In turn, the recently closed Harbourmaster Capital deal gives 
BX strong presence in credit, with over 80% overlap in specific credit 
exposures but only 5% LP overlap, creating strong growth potential, we 
believe.  Per management, they see significant single credit opportunities 
over the next few years, perhaps larger than sizeable pools also expected 
to come to market as financial firms potentially downsize to meet more 
stringent capital requirements.   

4. Portfolio performance strong across all businesses: The carrying 
value of Private Equity increased 4.9% in 1Q12; Real Estate appreciated 
4%; Credit HFs +4.6%; rescue lending +7.5%; mezzanine +6.5%; and HF 
Solutions +4%; 

5. Ample dry powder and deployment momentum – Dry powder totals 
$39B at 3/31 including $17B in Private Equity, $13B in Real Estate and 
$6B in Credit.  Management sees energy, Europe, middle market credits,  
and select real estate providing attractive investment targets; and the slack 
competition from banks and private RE firms are providing ample 
opportunities and/or favorable supply/demand imbalances.  
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Figure 3. Organic Growth Is Positive Across Each Business And Lead By Real Estate 
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Source: Company reports, Citi Investment Research and Analysis 

 

Refine ENI Outlook AND Raise DE Estimates 

We are maintaining our 2012 ENI estimate of $1.41 as we lower performance fee 
assumptions but also reduce the ratio of comp to performance fees.  For 2013 these 
same dynamics add $0.03 to our prior forecast to $1.74.  We trim 2014 $0.10 to 
$2.55 on lower BCP V NAV compounding. 

Moreover, we raise our 2013-14 distributable earnings estimates from $0.79, $0.98, 
and $1.39 to $0.77, $1.03, and $1.41. 

In 1Q, comp related to carry totaled 28% of carry, versus our 40% estimate.  The 
variance reflects where the carry is being generated, with much coming from pre-
IPO legacy funds which have lower comp ratios, such as BCP IV (PE) and BREP V 
and BREP VI.  Here, the compensation payouts are much lower as BX employees 
gave up points for equity at the time of the IPO.  Going forward, we expect a 
moderately lower blend than 40% prior as we do expect strong growth in new RE + 
credit + HF. 

How Can We Possibly Raise DE Estimates 
After That Call? 

In Figure 4, we array BX’s ratio of DE to ENI between 2009 and 2011.  Here, the 
ratio ranged from 66% in 2009 and held at 44% in both 2010 and 2011, while 
totaling 39% in 1Q.  For 2012-14, our assumptions translate into DE/ENI ratios of 
47%; 51%; and 48%.  Given further upward migration in the equity markets, 
reasonably stable spreads, and growing mix of business – including more 
contribution from: a) credit book + b) HF Solutions, our assumptions seem 
reasonable, even as management contradicted itself during the call.  We note, 
approximate 26% of the HF Solutions FPAUM are now above high water mark, up 
from 8% at 12/31, with rising AUM balances, which increased from $38B at YE to 
$41B at 3/31.  We also note, Credit accounts for 27% of FPAUM at 3/31 versus 22% 
at 12/31/11, providing a more stable source of potential carry based AUM, we 
believe.  
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In all, BX now has $120B in performance fee-based AUM, with $49B already 
generating performance fees. 

Figure 4. DE As A Percentage Of ENI Ranged Between 44% And 66% Between 2009-11 
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Some Final Thoughts Around Valuation 

Investors clearly were not pleased with management commentary; however, if we 
conservatively assume static quarterly distribution of $0.12, the $0.48 translates into 
nearly a 3.5% distribution yield – better than all traditional managers except 8% for 
AB, a business facing much more uneven flow/positioning prospects, in our view.   
Our work suggests investors are now discounting particularly low distributions ad 
infinitum which seems onerous to us. 

In contrast, we see a SOTP valuation that is much more attractive.  Applying 15x 
P/E on $0.54 in 2014E FRE (up from $0.53 prior), we get $8.10 in value.  We 
calculate B/S impact to be $3.14 at 3/31, leaving ~$3.00 stub value per unit.  Our 
2012 and 2013 performance fee only ENI are $0.74 and $0.94, or essentially 4x and 
3x implied P/E multiples.  We view this valuation as attractive.  Put another way, the 
3x to 4x residual P/E multiple implies a 7%-8% implied NAV in PE and RE 
portfolios, we estimate, a seemingly low assumption when considering TROW price 
trades at 19x FTM EPS.  While we believe TROW is a great company – but 
overvalued – we find it intellectually difficult to see how TROW can sustain such a 
premium valuation to most global financial services companies and against low 
implied P/E on performance fees.  Something has to give, and while we think 
TROW is overly rich, we also believe BX (and Alts generally) are inexpensive. 

Companies mentioned: (TROW.O; US$61.76; 3) 
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Figure 5. BX Summary Model 
Blackstone (BX) William R. Katz
Earnings Results and Forecasts (212) 816-5394
($ Millions, Except As Noted) william.katz@citi.com

Forecast:
KEY FORECAST VARIABLES: 1Q11 2Q11 3Q11 4Q11 1Q12 2Q12E 3Q12E 4Q12E 2010 2011 2012E 2013E 2014E 2QE/1Q 2QE/2Q 12E/11 13E/12E 14E/13E
Management Fees
      Base Management fees 305.6 316.5 322.4 336.8 395.5 385.2 398.3 405.5 1,069.5 1,281.2 1,584.5 1,685.2 1,853.4 -2.6 21.7 23.7 6.4 10.0
      Advisory fees 70.3 102.2 86.2 123.6 75.8 100.0 110.0 125.0 426.1 382.2 410.8 451.9 488.1 31.8 -2.2 7.5 10.0 8.0
      Transaction & Other fees, net 58.4 103.6 41.8 43.8 38.5 38.4 40.9 41.4 137.7 247.5 159.2 225.6 205.6 -0.2 -62.9 -35.7 41.7 -8.9
      Management Fee offsets -8.5 -8.7 -7.7 -8.5 -13.1 -2.5 -3.0 -3.1 -2.3 -33.4 -21.8 -24.6 -19.2 -80.6 -70.8 -34.8 13.1 -21.9
  Total Management Fee 425.7 513.6 442.6 495.6 496.8 521.0 546.2 568.7 1,631.0 1,877.5 2,132.8 2,338.2 2,527.9 4.9 1.4 13.6 9.6 8.1
       Realized Performance Fees 95.6 60.2 7.9 64.2 18.8 28.3 86.2 93.8 361.7 227.9 227.1 525.1 1,012.1 50.4 -52.9 -0.3 131.2 92.8
       Unrealized Performance Fees 505.2 612.8 -465.2 293.7 366.9 170.7 235.5 260.0 564.6 946.6 1,033.1 1,135.0 7.0 -53.5 -72.1 9.1 9.9 -99.4
  Total Performance Fees & Allocations 600.8 673.1 -457.3 358.0 385.8 199.1 321.7 353.7 926.3 1,174.5 1,260.3 1,660.1 3,008.1 -48.4 -70.4 7.3 31.7 81.2
Investment Income (Loss)
       Realized 23.5 30.7 31.6 16.7 23.5 26.8 27.9 28.9 46.9 102.6 107.1 73.1 83.3 14.2 -12.7 4.4 -31.7 13.9
       Unrealized 102.6 106.8 -165.8 39.0 59.9 54.2 56.4 58.6 501.6 82.7 229.1 309.6 355.2 -9.5 -49.3 177.0 35.2 14.7
Total Investment Income (Loss) 126.1 137.6 -134.1 55.7 83.4 81.0 84.2 87.5 548.5 185.3 336.2 382.8 438.5 -2.8 -41.1 81.5 13.9 14.6
Interest Income 9.4 9.3 10.1 10.0 9.3 6.8 6.8 6.8 36.1 38.8 29.7 35.2 35.2 -27.5 -27.1 -23.6 18.8 0.0
Other 2.3 1.1 -1.7 5.7 -1.2 -0.3 -0.3 -0.3 -0.6 7.4 -2.0 -2.0 -2.0 -79.3 -122.2 -126.4 0.4 0.0
  Total Segment Revenues 1,164.2 1,334.6 -140.3 925.0 974.1 807.7 958.6 1,016.5 3,141.4 3,283.6 3,756.9 4,414.3 6,007.7 -17.1 -39.5 14.4 17.5 36.1
  Expenses:
    Base Compensation 224.5 272.4 238.2 225.4 254.8 260.6 273.9 287.1 859.1 960.6 1,076.4 1,141.6 1,220.1 2.3 -4.3 12.1 6.1 6.9
    Performance Fee related 177.1 145.8 -100.9 94.7 109.5 77.5 117.7 128.4 357.0 316.7 433.0 598.6 1,067.4 -29.3 -46.9 36.7 38.2 78.3
   Compensation & Benefits 401.6 418.2 137.3 320.2 364.3 338.1 391.6 415.5 1,216.1 1,277.3 1,509.4 1,740.1 2,287.5 -7.2 -19.2 18.2 15.3 31.5
   Other Operating Expenses 103.0 99.4 96.9 122.1 109.5 109.6 110.6 111.6 344.5 421.3 441.4 463.7 487.2 0.1 10.3 4.8 5.1 5.1
 Total Segment Expense 504.6 517.6 234.2 442.2 473.8 447.7 502.2 527.1 1,560.6 1,698.6 1,950.8 2,203.8 2,774.7 -5.5 -13.5 14.8 13.0 25.9
 Economic Net Income (Loss) 659.7 817.1 -374.6 482.8 500.3 360.0 456.4 489.4 1,580.8 1,585.0 1,806.1 2,210.5 3,233.0 -28.0 -55.9 14.0 22.4 46.3
  Tax 86.2 107.5 -38.3 32.9 67.9 43.2 54.8 58.7 163.1 188.3 224.6 254.2 355.6 -36.4 -59.8 19.3 13.2 39.9
  After-Tax ENI 573.5 709.6 -336.3 449.9 432.3 316.8 401.7 430.7 1,417.6 1,396.7 1,581.5 1,956.3 2,877.4 -26.7 -55.4 13.2 23.7 47.1
Weighted-Avg ENI Adjusted Units 1,115.9 1,109.2 1,110.6 1,116.1 1,120.2 1,121.2 1,122.2 1,123.2 1,126.6 1,113.0 1,121.7 1,125.7 1,129.7 0.1 1.1 0.8 0.4 0.4
  After-Tax ENI per diluted unit 0.51 0.64 -0.30 0.40 0.39 0.28 0.36 0.38 1.26 1.25 1.41 1.74 2.55 -26.8 -55.8 12.3 23.3 46.6

Fee Related Earnings 98.5 143.6 107.6 152.3 138.0 147.4 158.2 166.6 442.3 502.1 610.1 726.2 813.9 6.8 2.6 21.5 19.0 12.1
Distributable Earnings 201.9 190.9 125.7 178.2 162.1 191.1 239.5 253.9 701.8 696.7 846.6 1133.8 1551.8 17.9 0.1 21.5 33.9 36.9

After-tax FRE/unit 0.09 0.13 0.10 0.14 0.12 0.13 0.14 0.15 0.39 0.45 0.54 0.65 0.72 6.7 1.5 20.6 18.6 11.7
Distributable Earnings/unit 0.18 0.17 0.11 0.16 0.15 0.17 0.22 0.23 0.64 0.63 0.77 1.03 1.41 17.9 0.1 21.5 33.9 36.9
Performance Fees/unit 0.38 0.48 -0.32 0.24 0.25 0.11 0.18 0.20 0.51 0.77 0.74 0.94 1.72 -56.0 -77.2 -4.3 27.9 82.2
Investment income/unit 0.11 0.12 -0.12 0.05 0.07 0.07 0.08 0.08 0.49 0.17 0.30 0.34 0.39 -2.9 -41.7 80.1 13.4 14.1
Other -0.07 -0.09 0.04 -0.02 -0.06 -0.03 -0.04 -0.04 -0.11 -0.14 -0.17 -0.18 -0.27 -45.3 -65.4 24.2 7.1 48.2

Margins
Base Comp % Management Fee 53% 53% 54% 45% 51% 50% 50% 50% 53% 51% 50% 49% 48%
Other Expense % Management Fee 24% 19% 22% 25% 22% 21% 20% 20% 21% 22% 21% 20% 19%
Perf Fee Comp % Perf Fees 29% 22% 22% 26% 28% 39% 37% 36% 39% 27% 34% 36% 35%
Expense % Revenue 43% 39% -167% 48% 49% 55% 52% 52% 50% 52% 52% 50% 46%
FRE (after-tax) margin (% mgmt fee) 23% 28% 24% 31% 28% 28% 29% 29% 27% 27% 29% 31% 32%
ENI (after-tax) margin 49% 53% 240% 49% 44% 39% 42% 42% 45% 43% 42% 44% 48%
Tax Provision 13% 13% 10% 7% 14% 12% 12% 12% 10% 12% 12% 12% 11%

AUM ($M)
Private Equity 43,955 46,728 42,967 45,864 47,624 47,714 48,427 49,199 29,319 45,864 49,199 50,831 52,455 3.8 8.3 7.3 3.3 3.2
Real Estate 34,991 37,606 40,710 42,853 48,323 49,736 51,054 51,287 33,165 42,853 51,287 54,933 64,958 12.8 38.1 19.7 7.1 18.3
CAMA N/A N/A N/A N/A N/A N/A N/A N/A 65,640 N/A N/A N/A N/A
Hedge Fund Solutions 39,542 40,578 40,373 40,535 43,351 45,459 47,345 49,260 N/A 40,535 49,260 56,828 65,067 6.9 9.6 21.5 15.4 14.5
Credit Businesses 31,475 33,791 33,649 36,977 50,776 50,999 51,727 52,459 N/A 36,977 52,459 52,837 56,283 37.3 61.3 41.9 0.7 6.5
  Total 149,963 158,703 157,698 166,229 190,074 193,909 198,553 202,205 128,124 166,229 202,205 215,429 238,763 14.3 26.7 21.6 6.5 10.8

FPAUM ($M)
  Total FPAUM 124,033 129,001 132,934 136,757 156,261 159,861 163,889 166,853 109,500 136,757 166,853 186,017 202,898
  Net Flow N/A 4,952 7,202 3,657 1,493 2,856 3,249 2,149 10,264 29,033 9,746 15,733 12,855
 Annualized Growth Rate N/A 16% 22% 11% 4% 7% 8% 5% 11% 27% 7% 9% 7%
Revenue Yield 100.7 100.2 97.3 97.6 103.1 98.0 97.9 97.5 104.8 98.9 99.1 95.5 95.3

Miscellaneous
Distributable Earnings Per Unit 0.18 0.17 0.11 0.16 0.15 0.17 0.22 0.23 0.64 0.63 0.77 1.03 1.41
Distribution per unit $0.10 $0.10 $0.10 $0.22 $0.10 $0.10 $0.10 $0.37 $0.62 $0.52 $0.67 $0.96 $1.33
Net Cash + Inv per unit $3.00 $3.59 $3.40 $3.42 $3.14 $3.38 $3.65 $3.94 $2.28 $3.43 $3.95 $5.12 $6.70

LP Capital Deployed ($M)
Private Equity 653 667 1,415 1,093 643 1,050 1,550 1,550 1,654 3,828 4,793 4,100 4,100
Real Estate 654 2,785 1,706 996 1,144 1,241 1,491 1,541 4,073 6,141 5,417 6,101 4,750
Credit 154 153 1,314 1,029 928 700 800 800 0 2,650 3,228 1,500 1,320
  Total 1,658 3,605 4,435 3,406 2,720 2,991 3,841 3,891 7,134 13,509 13,439 11,701 10,170

% ChangeForecast:

 

Source: Company reports, Citi Investment Research and Analysis 
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Figure 6. BX Summary Model (cont) 

Blackstone (BX) William R. Katz

Earnings Results and Forecasts (212) 816-5394

($ Millions, Except As Noted) william.katz@citi.com

Forecast: % Change

KEY FORECAST VARIABLES: 1Q11 2Q11 3Q11 4Q11 1Q12 2Q12E 3Q12E 4Q12E 2011 2012E 2013E 2014E 2QE/1Q 2QE/2Q 12E/11 13E/12E 14E/13E

Private Equity Funds

Total Management Fee 107.4 127.0 100.5 103.1 100.1 108.5 109.6 110.1 437.9 428.3 441.5 442.0 8.4 -14.6 -2.2 3.1 0.1

Total Performance Fees & Allocations 114.9 188.6 -288.0 55.4 38.0 10.8 55.1 65.6 70.9 169.4 327.3 1,358.0 -71.6 -94.3 139.0 93.2 314.9

Total Investment Income (Loss) 47.0 80.0 -101.1 28.6 30.4 38.7 40.3 41.9 54.5 151.4 173.5 199.6 27.5 -51.6 177.9 14.7 15.0

Interest Income 3.5 3.2 3.4 3.7 2.4 1.4 1.4 1.4 13.7 6.5 9.5 9.5 -43.3 -57.1 -52.5 45.2 0.0

Other 0.8 0.7 0.1 0.2 -0.2 0.3 0.3 0.3 1.8 0.5 0.5 0.5 -216.3 -62.4 -70.4 0.0 0.0

  Total Segment Revenues 273.7 399.4 -285.1 190.9 170.7 159.6 206.6 219.2 578.8 756.1 952.4 2,009.6 -6.5 -60.0 30.6 26.0 111.0

 Total Segment Expense 96.8 124.1 32.6 84.2 80.7 84.4 93.8 96.2 337.7 355.1 403.6 754.9 4.6 -32.0 5.1 13.7 87.0

 Economic Net Income (Loss) 176.8 275.3 -317.7 106.7 90.0 75.2 112.8 123.1 241.1 401.0 548.8 1,254.7 -16.4 -72.7 66.3 36.8 128.6

Margins:

Base comp % Management Fees 51% 51% 52% 44% 52% 50% 50% 50% 50% 51% 50% 51%

Segment FRE (after-tax) margin 23% 26% 22% 24% 19% 24% 24% 24% 24% 23% 23% 22%

Segment ENI (pre-tax) margin 65% 69% 111% 56% 53% 47% 55% 56% 42% 53% 58% 62%

Real Estate 

Total Management Fee 116.5 146.0 116.6 120.3 153.6 139.0 144.6 144.5 499.3 581.7 634.5 681.1 -9.5 -4.8 16.5 9.1 7.3

Total Performance Fees & Allocations 370.7 450.3 -114.9 243.4 238.0 136.0 202.7 215.9 949.5 792.6 1,006.6 1,248.0 -42.9 -69.8 -16.5 27.0 24.0

Total Investment Income (Loss) 555.6 648.5 -15.2 392.4 427.2 314.8 388.6 403.3 1,581.3 1,533.9 1,839.1 2,154.9 -26.3 -51.5 -3.0 19.9 17.2

Interest Income 3.3 3.0 3.2 3.4 2.6 3.0 3.0 3.0 12.9 11.6 12.0 12.0 17.6 0.4 -10.5 3.9 0.0

Other 0.9 0.5 -1.4 -1.0 -0.7 0.0 0.0 0.0 -1.1 -0.7 0.0 0.0

  Total Segment Revenues 555.6 648.5 -15.2 392.4 427.2 314.8 388.6 403.3 1,581.3 1,533.9 1,839.1 2,154.9 -26.3 -51.5 -3.0 19.9 17.2

 Total Segment Expense 193.7 194.0 50.2 141.6 159.9 146.1 175.6 181.2 579.5 662.9 810.3 932.7 -8.6 -24.7 14.4 22.2 15.1

 Economic Net Income (Loss) 361.9 454.5 -65.4 250.8 267.2 168.7 213.0 222.1 1,001.8 871.0 1,028.8 1,222.2 -36.9 -62.9 -13.1 18.1 18.8

Margins:

Base comp % Management Fees 49% 48% 47% 44% 45% 45% 45% 45% 47% 45% 45% 45%

Segment FRE (after-tax) margin 28% 36% 32% 31% 35% 34% 34% 34% 32% 34% 34% 35%

Segment ENI (pre-tax) margin 65% 70% 430% 64% 63% 54% 55% 55% 63% 57% 56% 57%

Hedge Fund Solutions (BAAM)

Total Management Fee 76.2 80.0 79.8 81.7 81.6 88.7 93.7 97.8 317.7 361.8 430.8 499.6 8.7 10.9 13.9 19.1 16.0

Total Performance Fees & Allocations 20.1 4.1 -14.1 2.1 26.5 12.8 21.0 25.6 12.2 85.8 110.5 133.6 -51.8 210.6 600.7 28.8 20.9

Total Investment Income (Loss) 8.5 0.0 -9.0 -0.8 8.9 3.5 3.6 3.6 -1.3 19.6 14.9 16.0 -60.6 N/A -1,596.2 -24.1 8.0

Interest Income 0.5 0.5 0.5 0.5 0.4 0.5 0.5 0.5 2.0 1.9 4.0 4.0 29.5 5.9 -6.9 112.1 0.0

Other 0.1 0.0 0.0 7.8 -0.1 0.0 0.0 0.0 7.9 -0.1 0.0 0.0

  Total Segment Revenues 105.4 84.5 57.2 91.4 117.2 105.4 118.8 127.5 338.5 468.9 560.2 653.2 -10.0 24.8 38.5 19.5 16.6

 Total Segment Expense 46.8 51.0 40.1 59.9 50.8 55.5 61.0 64.7 197.8 232.1 264.1 293.1 9.2 9.0 17.4 13.8 11.0

 Economic Net Income (Loss) 58.7 33.5 17.1 31.5 66.4 49.9 57.7 62.8 140.8 236.8 296.0 360.2 -24.8 48.8 68.2 25.0 21.7

Margins:

Base comp % Management Fees 37% 40% 38% 47% 35% 41% 41% 41% 41% 40% 37% 35%

Segment FRE (after-tax) margin 44% 38% 41% 34% 45% 40% 41% 41% 39% 42% 45% 48%

Segment ENI (pre-tax) margin 56% 40% 30% 34% 57% 47% 49% 49% 42% 51% 53% 55%

Credit Businesses (GSO + CEFs)

Total Management Fee 55.3 58.2 59.5 67.1 85.5 84.9 88.3 91.4 240.0 350.1 379.5 417.1 -0.7 46.0 45.8 8.4 9.9

Total Performance Fees & Allocations 95.0 30.1 -40.3 57.0 83.3 39.6 43.0 46.7 141.8 212.5 215.6 268.5 -52.5 31.4 49.8 1.5 24.6

Total Investment Income (Loss) 5.8 8.7 -5.0 1.1 9.9 1.8 1.8 1.8 10.6 15.2 7.4 8.0 -82.3 -79.8 44.0 -51.3 8.0

Interest Income 0.5 0.9 1.4 0.6 2.4 0.5 0.5 0.5 3.4 3.9 4.0 4.0 -79.4 -44.6 16.5 1.9 0.0

Other 0.1 0.0 -0.1 -0.8 -0.2 0.0 0.0 0.0 -0.9 -0.2 0.0 0.0

  Total Segment Revenues 156.7 97.8 15.4 125.1 180.9 126.7 133.5 140.4 395.0 581.5 606.5 697.6 -29.9 29.6 47.2 4.3 15.0

 Total Segment Expense 95.4 56.1 31.5 70.4 93.7 75.7 79.1 82.5 253.4 331.0 343.8 384.1 -19.2 34.9 30.6 3.9 11.7

 Economic Net Income (Loss) 61.3 41.7 -16.1 54.7 87.2 51.0 54.4 57.9 141.6 250.5 262.7 313.5 -41.5 22.4 76.9 4.9 19.3

Margins:

Base comp % Management Fees 53% 57% 68% 38% 43% 50% 50% 50% 54% 48% 48% 47%

Segment FRE (after-tax) margin 18% 24% 14% 37% 33% 25% 26% 26% 23% 27% 28% 29%

Segment ENI (pre-tax) margin 39% 43% -104% 44% 48% 40% 41% 41% 36% 43% 43% 45%

Forecast:

 

Source: Company reports, Citi Investment Research and Analysis 
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Blackstone Group L.P. 
 
Company description 

Established in 1985, The Blackstone Group is a leading, NY-based global and 
diversified alternatives manager with $190B in AUM at 3/31/12 including $48B in 
Private Equity, $48B in Real Estate, $43B in Hedge Fund Solutions, and $51B in 
Credit Businesses, along with an independent financial advisory practice. The 
Blackstone Group was founded by Mr. Stephen A. Schwarzman and Mr. Peter G. 
Peterson and the company launched its first Private Equity fund, Blackstone Capital 
Partners two years later. Over time, the business model evolved from a leverage 
buyout firm to a global provider of alternative investments across multiple assets 
classes. In 1990, Blackstone Alternative Asset Management (BAAM) was 
established and has become one of the leading managers of funds of hedge funds 
and other institutional investment vehicles. Over the last 20 years, Blackstone has 
expanded its capability by adding real estate & credit investment functions, by 
growing its international presence and by delivering strong investment results to its 
investors. Blackstone became a publicly-traded company in 2007 through an IPO, 
raising $7.6 billion, including a $3 billion investment from the China Investment 
Company (CIC). 
 
Investment strategy 

We rate Blackstone Buy. We believe BX has a diversified and high powered 
financial model that is well positioned to capitalize on a rebounding economy at a 
favorable point in the private equity/real estate cycle. We believe the units are 
undervalued when considering the depth of franchise and performance fee 
potential, where investors appear to be ascribing a low valuation, despite an 
impressive LT track record. 
 
Valuation 

We value BX using a sum-of-the-parts (SOTP) approach that combines target P/E, 
book value, and NPV. In turn, our $19 12-month target factors: 1) 15x target multiple 
applied to our 2012 FRE estimate of $0.54, or ~$8.20 in value; 2) ~$8 for the net 
present value of performances across Private Equity, Real Estate, Credit, and 
Hedge Fund Solutions segments; and, ~$3.10 in net cash and investments and 
unrealized carry (discounted by 20%). 
 
Risks 

The three central risks to our price target reflect slowing investment performance, 
slowing organic growth, and adverse carried interest legislation. 

Additionally, if the impact from any of the following factors proves to be greater than 
we expect, the unit price may have difficulty reaching our target price. If market 
conditions improve faster than anticipated, the unit price may outperform our target. 

Financial market risk — Changes in markets will impact the comps used in the 
valuation of BX's portfolio companies. Such values will have a direct impact on AUM 
and IRRs. 

Performance risk — An inability to generate an adequate return sought by clients 
could results in prospective clients choosing to invest with competitors.  
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Performance fees — The lack of positive IRR's in BX's private equity funds would 
limit the company's ability to generate carried interest. 

Financing — Private equity firms use funding from the capital markets, both large 
commercial and investment banks. Financing will vary regarding: 1) interest rates; 
2) equity commitments; 3) debt covenants. Generally, when more capital is 
available, private equity portfolio companies have greater access to financing with 
acceptable terms. When capital markets become more restrictive, it can be more 
challenging for portfolio companies to refinance debt and/or for sponsors to arrange 
acquisition funding, thus limiting deal activity. 

(TROW.O; US$61.76; 3) 

T Rowe Price Group Inc 

Valuation 

We value the shares of T. Rowe price using the Target P/E method. Our $56 12-
month price target is derived by applying a 17x target multiple to our 2012 EPS 
estimate. The 17x multiple compares to a historical 21x FTM P/E multiple in light of 
lower industry multiples at present. 

Risks 

If the impact from any of the following factors proves to be greater than we expect, 
the stock price may have difficulty reaching our target price. If market conditions 
improve faster than anticipated, the stock price may outperform our target. 

Financial market risk — Changes in markets have a direct impact on AUM and 
investment advisory and services fees. 

Performance risk — An inability to meet relevant investment benchmarks could 
result in clients withdrawing assets and in prospective clients choosing to invest with 
competitors. This could also result in lower investment management fees, which 
could result in a decline in revenue. 

Redemption risk — Investors can redeem their investments without notice. A 
significant increase in redemption rates could have a material adverse effect on 
revenues, financial condition, results of operations and business prospects.  
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Citigroup Global Markets Inc. or its affiliates beneficially owns 1% or more of any class of common equity securities of Blackstone Group L.P.. This position 
reflects information available as of the prior business day. 

Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of Blackstone 
Group L.P.. 

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from Blackstone 
Group L.P., T Rowe Price Group Inc. 

Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation for investment banking 
services from Blackstone Group L.P.. 

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from Blackstone Group 
L.P., T Rowe Price Group Inc in the past 12 months. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): Blackstone Group L.P., T Rowe 
Price Group Inc. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, securities-related: Blackstone Group L.P., T Rowe Price Group Inc. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, non-securities-related: Blackstone Group L.P., T Rowe Price Group Inc. 

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its 
affiliates ("the Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking 
revenues. 

The Firm is a market maker in the publicly traded equity securities of T Rowe Price Group Inc. 

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research & Analysis 
product ("the Product"), please contact Citi Investment Research & Analysis, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: 
Legal/Compliance [E6WYB6412478]. In addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical 
disclosures, are contained on the Firm's disclosure website at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.   Valuation and Risk 
assessments can be found in the text of the most recent research note/report regarding the subject company. Historical disclosures (for up to the past three 
years) will be provided upon request. 

Citi Investment Research & Analysis Ratings Distribution       
 12 Month Rating Relative Rating 
Data current as of 31 Mar 2012 Buy Hold Sell Buy Hold Sell
Citi Investment Research & Analysis Global Fundamental Coverage 52% 37% 11% 10% 79% 10%

% of companies in each rating category that are investment banking clients 44% 42% 40% 47% 42% 43%
Guide to Citi Investment Research & Analysis (CIRA) Fundamental Research Investment Ratings: 
CIRA's stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks. 
Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned. 
Investment Ratings: CIRA's investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return ("ETR") 
and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months.  The Investment 
rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell (3) for negative ETR. Any covered stock not assigned a Buy 
or a Sell is a Neutral (2). For stocks rated Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment catalysts to derive a 
positive or negative investment view, they may elect with the approval of CIRA management not to assign a target price and, thus, not derive an ETR. 
Analysts may place covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis) 
affecting the company and / or trading in the company's securities (e.g. trading suspension). As soon as practically possible, the analyst will publish a note 
re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our ratings 
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distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation.  
Relative three-month ratings: CIRA may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most 
preferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may highlight a specific 
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the 
company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration, 
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock's fundamental equity rating, which 
reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to 
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is 
considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings 
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation. 

Prior to October 8, 2011, the firm's stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both 
price volatility and fundamental criteria, were: Low (L), Medium (M), High (H), and Speculative (S). Investment Ratings of Buy, Hold and Sell were a 
function of CIRA's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. Additionally, analysts 
could have placed covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis) affecting 
the company and/or trading in the company's securities (e.g. trading suspension). Stocks placed "Under Review" were monitored daily by management and 
as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets (US, UK, Europe, 
Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-Risk stocks, 15% or more for Medium-
Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-10% for Low-Risk stocks, 0%-15% for Medium-Risk 
stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging markets (Asia 
Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or more for Low-Risk stocks, 
20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for Low-Risk stocks, 
10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks, 10% 
or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks). 

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change 
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price 
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to 
review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made 
only after evaluating the stock's expected performance and risk. 

NON-US RESEARCH ANALYST DISCLOSURES 
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global 
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member 
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below: 

Citigroup Global Markets Inc William R Katz; Neil Stratton, CFA 

OTHER DISCLOSURES 

The subject company's share price set out on the front page of this Product is quoted as at 19 April 2012 04:00 PM on the issuer's primary market. 

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to Blackstone Group L.P.. (For an explanation of the 
determination of significant financial interest, please refer to the policy for managing conflicts of interest which can be found at www.citiVelocity.com.) 

This Product has been modified by the author following a discussion with one or more of the named issuers/issuers of the named securities. 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities 
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal 
basis. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other 
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal 
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its 
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and 
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from 
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Investment Research & Analysis 
(CIRA) does not set a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of CIRA to provide research 
coverage of the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity 
constraints. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision 
to purchase securities mentioned in the Product must take into account existing public information on such security or any registered prospectus. 
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Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the 
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign 
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of 
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate 
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net 
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for 
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from 
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc. 
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed 
only through Citigroup Global Markets Inc. 

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. LLC (Morgan Stanley) research reports may be 
available about the companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use 
smithbarney.com to view any available Morgan Stanley research reports in addition to CIRA research reports. 
Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney 
LLC and its affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures. 
For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and 
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures. 
This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by 
the same person who reviewed this research report on behalf of CIRA. This could create a conflict of interest. 

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed 
by.  The Product is made available in Australia through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant 
of the ASX Group and regulated by the Australian Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product 
is made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty 
Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship managers.  If there is any 
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia.  Citigroup 
companies may compensate affiliates and their representatives for providing products and services to clients.  The Product is made available in Brazil by 
Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, BACEN - Brazilian Central Bank, APIMEC - 
Associação dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associação Nacional dos Bancos de Investimento.  Av. 
Paulista, 1111 - 11º andar - CEP. 01311920 - São Paulo - SP.  If the Product is being made available in certain provinces of Canada by Citigroup Global 
Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product.  Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 
2M3.  This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the 
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets 
Limited, which is authorised and regulated by Financial Services Authority.  1-5 Rue Paul Cézanne, 8ème, Paris, France.  The Product is distributed in 
Germany by Citigroup Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, 
Reuterweg 16, 60323 Frankfurt am Main. Research which relates to "securities" (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws 
of Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup 
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong 
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank 
N.A. is regulated by the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on 
or any matters arising from or in connection with this document.  The Product is made available in India by Citigroup Global Markets India Private Limited, 
which is regulated by Securities and Exchange Board of India.  Bakhtawar, Nariman Point, Mumbai 400-021.  The Product is made available in Indonesia 
through PT Citigroup Securities Indonesia.  5/F, Citibank Tower, Bapindo Plaza, Jl. Jend. Sudirman Kav. 54-55, Jakarta 12190.  Neither this Product nor any 
copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with 
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been 
registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, 
and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which 
constitute an offer within the meaning of the Indonesian capital market laws and regulations.  The Product is made available in Israel through Citibank NA, 
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel.   The Product is made 
available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  Via dei Mercanti, 12, Milan, 20121, 
Italy.  The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services Agency, Securities 
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange.  Shin-Marunouchi 
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under 
license.  In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website.  If you have 
questions regarding Citi Velocity, please call (81 3) 6270-3019 for help.   The Product is made available in Korea by Citigroup Global Markets Korea 
Securities Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association 
(KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 110-180, Korea.   KOFIA makes available registration information of research analysts on its 
website.  Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea 
Securities Ltd.  http://dis.kofia.or.kr/fs/dis2/fundMgr/DISFundMgrAnalystPop.jsp?companyCd2=A03030&pageDiv=02.  The Product is made available in 
Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No. 460819-D) (“CGMM”) to its clients and CGMM takes responsibility for its contents. 
CGMM is regulated by the Securities Commission of Malaysia. Please contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 Kuala 
Lumpur, Malaysia in respect of any matters arising from, or in connection with, the Product.  The Product is made available in Mexico by Acciones y Valores 
Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero Banamex ("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is 
regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. Juarez, 06600 Mexico, D.F.  In New Zealand the Product is made available to 
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‘wholesale clients’ only as defined by s5C(1) of the Financial Advisers Act 2008 (‘FAA’) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 
832 and AFSL No. 240992), an overseas financial adviser as defined by the FAA, participant of the ASX Group and regulated by the Australian Securities & 
Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is made available in Pakistan by Citibank N.A. Pakistan 
branch, which is regulated by the State Bank of Pakistan and Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 
4889, Karachi-74200.  The Product is made available in the Philippines through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., 
which is regulated by the Philippines Securities and Exchange Commission. 20th Floor Citibank Square Bldg. The Product is made available in the 
Philippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by 
The Bangko Sentral ng Pilipinas. The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., 
which is regulated by Komisja Nadzoru Finansowego.  Dom Maklerski Banku Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa.  The Product is made 
available in the Russian Federation through ZAO Citibank, which is licensed to carry out banking activities in the Russian Federation in accordance with the 
general banking license issued by the Central Bank of the Russian Federation and brokerage activities in accordance with the license issued by the Federal 
Service for Financial Markets.  Neither the Product nor any information contained in the Product shall be considered as advertising the securities mentioned 
in this report within the territory of the Russian Federation or outside the Russian Federation.  The Product does not constitute an appraisal within the 
meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation.  8-10 
Gasheka Street, 125047 Moscow.  The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. Ltd. (“CGMSPL”), a capital 
markets services license holder, and regulated by Monetary Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square 
Tower 1, Singapore 018960, in respect of any matters arising from, or in connection with, the analysis of this document. This report is intended for recipients 
who are accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289). The Product is made available by The 
Citigroup Private Bank in Singapore through Citibank, N.A., Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of 
Singapore. Please contact your Private Banker in Citibank N.A., Singapore Branch if you have any queries on or any matters arising from or in connection 
with this document. This report is intended for recipients who are accredited, expert and institutional investors as defined under the Securities and Futures 
Act (Cap. 289).  This report is distributed in Singapore by Citibank Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients. CSL provides no 
independent research or analysis of the substance or in preparation of this report. Please contact your Citigold//Citigold Private Client Relationship Manager 
in CSL if you have any queries on or any matters arising from or in connection with this report. This report is intended for recipients who are accredited 
investors as defined under the Securities and Futures Act (Cap. 289).   Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa 
(company registration number 2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) 
Ltd. is regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the Financial Services Board.  The investments and services 
contained herein are not available to private customers in South Africa.  The Product is made available in Spain by Citigroup Global Markets Limited, which 
is authorised and regulated by Financial Services Authority.  29 Jose Ortega Y Gassef, 4th Floor, Madrid, 28006, Spain.  The Product is made available in 
the Republic of China through Citigroup Global Markets Taiwan Securities Company Ltd. ("CGMTS"), 14 and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan 
and/or through Citibank Securities (Taiwan) Company Limited ("CSTL"), 14 and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan, subject to the respective 
license scope of each entity and the applicable laws and regulations in the Republic of China. CGMTS and CSTL are both regulated by the Securities and 
Futures Bureau of the Financial Supervisory Commission of Taiwan, the Republic of China. No portion of the Product may be reproduced or quoted in the 
Republic of China by the press or any third parties [without the written authorization of CGMTS and CSTL]. If the Product covers securities which are not 
allowed to be offered or traded in the Republic of China, neither the Product nor any information contained in the Product shall be considered as advertising 
the securities or making recommendation of the securities in the Republic of China. The Product is for informational purposes only and is not intended as an 
offer or solicitation for the purchase or sale of a security or financial products. Any decision to purchase securities or financial products mentioned in the 
Product must take into account existing public information on such security or the financial products or any registered prospectus.  The Product is made 
available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange Commission of Thailand.  18/F, 22/F and 
29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand.  The Product is made available in Turkey through Citibank AS which is regulated 
by Capital Markets Board.  Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey.  In the U.A.E, these materials (the 
"Materials") are communicated by Citigroup Global Markets Limited, DIFC branch ("CGML"), an entity registered in the Dubai International Financial Center 
("DIFC") and licensed and regulated by the Dubai Financial Services Authority ("DFSA") to Professional Clients and Market Counterparties only and should 
not be relied upon or distributed to Retail Clients. A distribution of the different CIRA ratings distribution, in percentage terms for Investments in each sector 
covered is made available on request.  Financial products and/or services to which the Materials relate will only be made available to Professional Clients 
and Market Counterparties.  The Product is made available in United Kingdom by Citigroup Global Markets Limited, which is authorised and regulated by 
Financial Services Authority.  This material may relate to investments or services of a person outside of the UK or to other matters which are not regulated by 
the FSA and further details as to where this may be the case are available upon request in respect of this material.  Citigroup Centre, Canada Square, 
Canary Wharf, London, E14 5LB.  The Product is made available in United States by Citigroup Global Markets Inc, which is a member of FINRA and 
registered with the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013.   Unless specified to the contrary, within EU 
Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority.  
Pursuant to Comissão de Valores Mobiliários Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship 
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a 
commercial relationship with the subject company.  
Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to CIRA's Products can be found at 
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.   
Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific 
transactions or recommendations.   
The Product may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers.  The Product is not to 
be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.  
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get 
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount 
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject 
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to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific market or other 
risks associated with a particular transaction.  Advice in the Product is general and should not be construed as personal advice given it has been prepared 
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, 
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the 
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product. 
With the exception of our product that is made available only to Qualified Institutional Buyers (QIBs), CIRA concurrently disseminates its research via 
proprietary and non-proprietary electronic distribution platforms. Periodically, individual CIRA analysts may also opt to circulate research posted on such 
platforms to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated via the 
aforementioned distribution channels. CIRA simultaneously distributes product that is limited to QIBs only through email distribution. 
The level and types of services provided by CIRA analysts to clients may vary depending on various factors such as the client’s individual preferences as to 
the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g. market-wide, sector 
specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints. 
CIRA product may source data from dataCentral. dataCentral is a CIRA proprietary database, which includes Citi estimates, data from company reports and 
feeds from Reuters and Datastream. 

© 2012 Citigroup Global Markets Inc. Citi Investment Research & Analysis is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are 
trademarks and service marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use, 
duplication, redistribution or disclosure of this report (the “Product”), including, but not limited to, redistribution of the Product by electronic mail, posting of 
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