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With volatile and less preshotable camings. the market has been reluctant to
maign acomparable traditional assel manager P'E on the Alls” carmed inlerest
income stream, which accounted for over half of Alt"s pretax mcome over the
past 2 vears. However, we see imitations i this legacy sum-of-parts valuation
aﬂ'mmh {l.'n.|um|:: fcl:-l:n.m'i'rlg.\ al misch l'liﬂhr_'r :r|:|u|li'|'|||:|. than camed nieresiy
primarily becanse of the longer-lenm reliabality of camied imerest converting
i cash dhsinbabons for [!uhhn; il holders. Thus, we rm.'!l"l:r o value the Alis
on benger-term “disinibutable camings’ (DE), which B a progy for cash Now and
thi hasas for cash distnbuations tooaml kolders. On thas awmmﬁ. wi think
thess 5 All managers can trade ol a median 12-13x P'E on our 2015 DE
lorecasts, a year from now, which implies aboul 2 peints of maltiple expnsion
anid over | 5% price appreciation, and aboul 22% total retum inclasive of
median =T distnbution viekds al cument prive levels,

Faesthy vy el andl secular thiomes o vory posiline

In the cumrent economic/'capital markeis cvele, the Alis are hikely lo increasingly
benelit from realizmg the value of therr long=-lerm myvestments (from sales vin
MIEA TPOs, ete. ) and distiibuling more cash to unit holders over X014-15.
Thus, we see o greater convergenee of DE and the more volatile mark-lomarket-
driven economic net income (EMI), as the realization cyele gaims

monsentanm in 214, Assel OTRaneG l.;nvwll'l raflies should remam huu]lh}' s

strong investment performance track records enable fundradsme (o oulpace
oulfllows from realized dsiribution 1o LPs. K::v secular tremds rm.'unnE- Alis nre
1) mising allocations globally to altemative assets by inatitutions, and
increasingly, mdmviduals, ) a major competitive smhvantage in ability Lo
penerate patient capatal and invest bong-term and mfluence investment
oufcomes, 1) a greater robe for Alls m financing, creating more capital
deplovment opportunities globally, & 4) inereaming concentration of assct flows
to the lorpest Alts, which favors these 5 stocks.
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