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Executive Summary

For much of the past two decades, we've bemoaned the fortunes of the more traditional US-based asset
managers, which have faced significant secular and cyclical headwinds that have pressured their top
and bottom lines. Regulatory changes aimed at increasing transparency around fees and performance,
as well as pushing for a greater degree of fiduciary responsibility in retail-advised relationships, have
also raised meaningful hurdles for this group of managers.

With the gatekeepers for retail intermediary platforms also being far more focused on fees and
performance when deciding what products to offer clients, the traditional asset management industry
has experienced fee and margin compression. Active asset managers, in particular, have been expected
to not only narrow the spread between the fees on their products and those charged by low-cost index-
based products, but to roll out new products, improve performance, and enhance product distribution.

Contrasting this, the stand-alone alternative asset managers—Blackstone, Apollo Global Management,
KKR & Company, Brookfield Asset Management, Ares Management, Carlyle Group, and Blue Owl
Capital—have enjoyed something of a "golden era of growth" over the past decade as institutional and
high-net-worth investors have increased their allocation to alternatives in the pursuit of returns that
were less correlated to more traditional markets and better yields.

Given the level of interest that still exists in alternatives with institutional and high-net-worth investors,
and the potential for the industry to eventually make alternative assets more widely available to retail
investors, we expect these firms to have much better growth prospects than the more traditional asset
managers going forward. While we expect all the firms in our coverage to benefit from these trends, we
consider wide-moat-rated Blackstone to not only be the preeminent manager in the group but our top
pick right now given where it is trading relative to our fair value estimate.
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Key Takeaways

» Alternative asset managers should see solid levels of fundraising in the near to medium term as
institutional investors tweak their allocations, and high-net-worth investors expand their allocations, to
the segment. Fundraising from the retail markets, especially the retirement channel, could provide a
tailwind that is largely outside of our base-case forecasts today.

Exhibit1 While Fundraising Has Been Affected the Past Couple of Years It Didn't Fall Off a Cliff and Has Rebounded Strongly in 2025
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025. Private Capital Market data for Brookfield and Blue Owl prior to 2020 was not reported regularly.

> Private capital in retirement accounts could provide the next big leg of growth for the industry. While
the US retail market has been the "big white whale" for the alternative asset managers over the past
two decades, recent regulatory moves could finally open up the $13 trillion and $18 trillion invested in
defined contribution plans and individual retirement accounts, respectively, to alternative products.
Although it will take some time before this comes to fruition, the larger, more diversified alternative
asset managers like Blackstone, Apollo, KKR, and Brookfield would have an advantage, in our view.
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Exhibit 2 The Retirement Market Could Be the Next Big Opportunity for the Alternative Asset Managers to Tap
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Source: Investment Company Institute—Quarterly Retirement Market Data, Second Quarter 2025. Data as of Sept. 18, 2025.

» We envision a similar edge for those same providers industrywide, given their scale and strong
reputations, with investors in alternative assets starting to limit the number of providers they use,
allocating more capital to fewer firms, and creating strategic partnerships. Size, product breadth, and
historical performance are all important attributes for institutional investors and high-net-worth
platform gatekeepers, with the advantage, in our view, going to the larger, more diversified alternative
asset managers like Blackstone, Apollo, KKR, and Brookfield.

Exhibit 3 More Than 70% of Fundraising Flows Going to Largest Funds Past Five Years Compared With Less Than 60% a Decade Ago
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.



Page 4 of 86 Financial Services Observer | December 4, 2025 | See disclosures at the end of this report.

» Consolidation looks increasingly likely for the alternative asset managers, given investor preference for
fewer asset manager relationships, large funds, diversified exposures, and strong investment track
records. To that effect, the firms in our coverage have already been dominating flows and fee-earning
assets under management, or AUM, levels, generating a bigger share of annual fundraising, especially
in private credit, which has helped to increase their total share of fee-earning AUM. We expect this
trend to continue, with fee-earning AUM almost becoming a proxy for reputation and quality.

Exhibit 4 The Largest Alternative Asset Managers Continue to Capture a Larger Share of Fundraising in the Private Capital Markets. . .
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025. Private Capital Market data for Brookfield and Blue Owl prior to 2020 was not reported regularly.

Exhibit 5 ... Driving a Commensurately Larger Share of Fee-Earning AUM in the Private Capital Markets Over Time
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025. Private Capital Market data for Brookfield and Blue Owl prior to 2020 was not reported regularly.
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» Dry powder has been piling up as firms continue to raise capital and have been more selective with
deployments, driven largely by market turmoil in 2025. This has allowed more capital to amass with the
alternative asset managers that is not yet earning fees. On average, fee-earning AUM accounts for
around 75% of total AUM for most of our coverage, with Brookfield, Ares, and Blue Owl being the
exceptions at a proportionately meager 50%, 62%, and 62%, respectively.

Exhibit 6 Dry Powder Continues to Pile Up With Brookfield Holding the Most Undeployed Capital in Our Coverage
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025. Private Capital Market data for Brookfield and Blue Owl prior to 2020 was not reported regularly.

» Blackstone remains our top pick and is currently trading at attractive levels for long-term investors.
Despite all the alternative asset managers benefiting from the tailwind provided by the strong and
growing demand for alternative products, we consider Blackstone to be best positioned in the group.
The firm has built a superior position in the industry, utilizing its reputation, broad product portfolio,
performance track record, and cadre of dedicated professionals to not only raise massive amounts of
capital during the past decade but to maintain its reputation as the go-to firm for institutional and
high-net-worth investors looking for exposure to alternative assets.

» We generally prefer a 15% discount to our fair value estimates before recommending high-uncertainty
names like the alternative asset managers, with several names in our coverage looking attractive right
now. That said, we also encourage investors to be more selective, which is why we continue to prefer
Blackstone, as it is far more diversified from a fee-earning AUM and base management fee perspective
than almost all its peers and continues to be the largest fundraiser. While the company's shares are
trading at a slight premium to the group on a price-to-earnings basis, Blackstone's shares are among
the cheapest in the group right now on a price-to-fair value estimate basis.
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Exhibit 7 Blackstone's Shares Have Not Been This Cheap on a Price-to-Fair Value Basis Since the First Quarter of 2023
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

» Forinvestors in the US-based alternative asset managers, it pays to stick with high-quality, moaty firms.
Our economic heat map provides an overview of the competitive positioning of our coverage, with

Blackstone scoring the highest in our coverage, earning its wide moat rating.

Exhibit 8 Economic Moat Heat Map for US-Based Alternative Asset Managers Covered by Morningstar

Ticker BX APO KKR
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.
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Understanding the Market for Alternative Investments

Greggory Warren, CFA
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greggory.warren@morningstar.com

Alternative Managers Operate in a Completely Different Ecosystem than Traditional Managers

In our coverage of the US-based asset managers, we tend to separate the traditional asset manager and
the alternative asset managers into their own categories. The former group of firms has historically
included managers like BlackRock, Invesco, and T. Rowe Price, companies that have generally focused
on the more "traditional" asset classes via funds—open-end funds, closed-end funds, and ETFs—and
separate accounts dedicated to equity, fixed-income, balanced, and cash management strategies.

Meanwhile, the latter group has included firms like Blackstone, Apollo Global Management, KKR &
Company, and Brookfield Asset Management, which offer funds dedicated to less liquid "alternative"
investments typically not available in public markets through private equity, real estate/real assets,
private credit, and other offerings. That said, there's always been a bit of gray area between these two
groups of managers, especially as more of the traditional asset managers seek to build out their own
alternative platforms, while the alternative asset managers continue to look for ways to sell their
products beyond the subset of "sophisticated investors" they have traditionally been limited to.

Over the past two decades, we've bemoaned the fortunes of the more traditional US-based asset
managers, which have faced significant secular and cyclical headwinds that have pressured their top
and bottom lines. Regulatory changes aimed at increasing transparency around fees and performance,
as well as pushing for a greater degree of fiduciary responsibility in retail-advised relationships, have
also raised meaningful hurdles for this group of managers.

And with the gatekeepers for retail intermediary platforms also being far more focused on fees and
performance when deciding what products to offer clients, the industry has experienced fee and margin
compression. Active asset managers, in particular, have been expected to narrow the spread between
their base management fees and the fees charged by low-cost passive products—index funds and
ETFs—as well as spend more to roll out new products, improve performance, and enhance distribution.

Meanwhile, the stand-alone publicly traded alternative asset managers—Blackstone, Apollo Global
Management, KKR & Company, Brookfield Asset Management, Ares Management, Carlyle Group, and
Blue Owl Capital—have enjoyed something of a "golden era of growth" the past decade or so as
institutional and high-net-worth investors increased their allocations to alternative assets in the pursuit
of returns that were less correlated to equity and credit markets as well as to achieve yields that were
better than what they could get in a fixed-income market hamstrung by historically low interest rates.
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Given the level of interest that still exists for institutional and high-net-worth investors in alternative
assets and the likelihood that the industry eventually figures out ways to make alternatives, which are
far less liquid than traditional asset classes, more widely available to retail investors, we expect these
firms to continue to generate above-average levels of organic growth relative to their more traditional
peers, which (with the exception of BlackRock and Vanguard) have struggled to generate positive flows.

We also expect to see these firms continue to pursue more "perpetual capital," which is invested capital
that is less affected by the lifecycle that exists for most alternative products and isn't as dependent on
performance fees, which can be highly variable. This perpetual capital provides for some stability for
these firms’ top and bottom lines, allowing them to generate more consistent operating margins and
earnings.

The Market for Alternative Assets Continues to Expand Rapidly

While the global market for asset management services is huge, amounting to just over $128 trillion in
assets under management at the end of 2024, the market for alternative assets, despite expanding at a
fairly steady clip over the past two decades, accounted for just 13% of the broader market for asset
management services at the end of last year.’

Exhibit 9 The Market for Alternative Assets Has Expanded From $1.145 Trillion in 2004 to $16.434 Trillion at the End of 2024

18,000

15,000

FPAUM and Dry Powder (USD Bil)

12,000
9,000
6,000

3,000

= Dry Powder

2009 20M 2013 2015 2017 2019 2021 2023

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

Based on data provided by PitchBook, the amount of capital that was committed to alternative
investments at the end of last year was $16.434 trillion, with $12.220 trillion of that total invested in
funds—generally referred to as fee-earning AUM or fee-paying AUM, or FPAUM —and another $4.214
trillion available to be deployed but not yet earning fees—generally referred to as "dry powder." The

1 92025 Global Asset Management Report: From Recovery to Reinvention, Boston Consulting Group, April 29, 2025.
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annual balances of deployed and committed capital are affected by a combination of fundraising
efforts, capital deployments, investment fund returns, and fund realizations and withdrawals that occur
during any given year—most of which are influenced by market returns and investor expectations.

The private capital market has generally been broken down into four main categories: private equity,
real estate/real assets, private credit, and other alternative product offerings. which is a catch-all group
that includes hedge funds, secondary funds, co-investment funds, or CIVs, and structured products. It
can also include a whole host of other less liquid assets beyond what we have mentioned above,
including precious metals, commodities, cryptocurrencies, and collectibles for some firms.

Exhibit 10 Private Equity Remains the Largest Fee-Earning Alternatives Category by a Wide Margin in 2025
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

In a broad sense, alternative assets are defined more by what they are not than by what they are. They
are not tightly regulated and highly liquid publicly traded securities like stocks, bonds, mutual funds,
and exchange-traded funds, the basic vehicles available to both retail and institutional investors and
generally overseen by traditional asset managers. The products sold by alternative asset managers have
traditionally been illiquid and aimed at institutional and high-net-worth investors.

Private equity, which includes growth equity funds and buyout funds, as well as venture capital funds,
was the forefather of the private capital markets. It has been the largest alternative asset category with
the greatest amount of dry powder for many years. It is also a highly fragmented subset of the private
capital markets, with our coverage companies, which are among the top 10 largest alternative-asset
providers, accounting for less than 10% of fee-earning AUM during the past decade.
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Exhibit 11 Private Equity Is Highly Fragmented With Our Coverage Names Accounting for Less Than 10% of FPAUM the Past Decade
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025. Private Capital Market data for Brookfield and Blue Owl prior to 2020 was not reported regularly.

Much of this is due to the fact that most of the firms we cover that were around during the 2008-09
financial crisis deemphasized private equity to some extent after the crisis, putting more effort into
building and expanding their real estate/real assets and private credit platforms.

Exhibit 12 Real Estate/Real Assets Has Been a Happier Hunting Ground for the Alternative Asset Managers We Cover
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

This worked to their advantage, as they have come to dominate those two categories. Real estate/real
assets—generally composed of real estate, infrastructure, and energy investment funds—is now
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dominated by Brookfield, while private credit—made up of private unlisted loans to governments,
businesses, and consumers—has benefited all the large managers in our coverage.

Exhibit 13 But the Group Overall Has Come to Dominate the Private Credit Market
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

With the other alternative product offering, given that it is a hodgepodge grouping of product types, the
data is really only useful at an aggregate level, allowing us to see who has sizable other alternative-
asset platforms than can offset large commitment in other parts of the private capital market.

Unlike most of the products put forward by the more traditional asset managers for retail and
institutional investors, the products sold by alternative asset managers have traditionally been aimed at
private and public pension funds, endowments, foundations, and other institutions, as well as high-net-
worth individuals who qualify as sophisticated investors (which according to US regulators has
historically included individuals with sufficient capital, experience, and net worth to engage in less
liquid investment opportunities that usually require high minimum investments).

By having relatively little exposure to retail investors, the alternative asset managers have not felt as
much pressure from regulatory changes since the global financial crisis that have been geared toward
increasing transparency around fees and performance. This is despite the fact that the alternatives
segment has some of the highest fees in the asset-management industry (which, in most cases, are
composed of both base management fees and performance and incentive fees) and more opaque
performance measurement and benchmarking than what has traditionally been required for funds
regulated under the Investment Company Act of 1940, also known as 40-Act funds.

On top of that, the alternative-asset managers have not seen as much pressure on fees and fund flows
as the more traditional asset managers have from the growth of passive products, with hedge funds,
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funds of hedge funds, and hedge fund solutions being the one of the few areas of exception (particularly
in long/short strategies that have been either structured, or have behaved, like long-only strategies
during the past decade). Most of these funds received grief from institutional investors in the years after
the financial crisis, given their poorer performance and higher-than-advertised correlation to the equity
markets, which ultimately drove widespread abandonment of the 2-and-20 fee structure for these funds,
with most hedge funds now offering terms of 1-and-10 or even 0-and-20 to gather and retain investors.

Exhibit 14 Industry Leader Blackstone's Fee Rates Across Categories Are Likely Indicative of Average Fee Rates Across the Industry
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

That's not to say, though, that there hasn't been pressure on fees in the rest of the alternatives industry.
Fees have come down slightly and steadily over time as an increasingly crowded marketplace and
declining risk-adjusted returns for some product segments have put pressure on base management and
performance fees, with investors increasingly and more vocally asking why they should pay higher fees
than they would with more traditional products for less-than-robust returns or returns that have
diminished over time. This has been more pronounced in credit alternatives and hedge funds, funds of
hedge funds, and hedge fund solutions than in the private equity or real estate/real assets segments.

Even with this fee pressure, the alternative asset managers are still expected to generate above-average
top- and bottom-line growth relative to their more traditional asset manager peers for the foreseeable
future, with demand for alternative products remaining robust for at least the next decade, as
institutional investors maintain their allocation levels and as high-net-worth investors increase their
commitments to the private capital markets. Any additional growth from the retail markets would just
be a cherry on top of an already rosy future for the alternative asset managers. That said, we also
believe the industry will become increasingly more competitive over time, especially with the more
traditional asset managers, which are likely to be more fungible on price, committed to building out
their own alternatives platforms, but also feel that that outcome is much farther down the road.
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Exhibit 15 Allocations to Alternative Assets Have Increased for Both Institutional and High-Net-Worth Investors in the Past Two Decades
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Looking back over the past two decades, most of the growth of alternative AUM levels (even during
periods of market disruption like we saw during 2008-09, 2020, and 2022-23) has come from a
combination of solid fundraising and managing investment products with meaningfully higher
switching costs than seen in more traditional asset classes. Investor interest in alternative products
increased in the years following the global financial crisis, with pension funds—many of which have
turned to riskier and higher-returning assets to close their funding gaps—leading the way.

Institutional investors overall ramped up their allocation to alternatives from 15% in 2005 to 20% in 2010
in the aftermath of the global financial crisis, then gradually increased it to 25% over the next 15 years.
While pension funds led the way, lifting allocations from 15% in 2005 to 23% in 2010 and 27% in 2025,
we've seen greater changes in allocation for insurers and other investors (including endowments,
foundations, and sovereign wealth funds) over the same time periods. While we've also seen substantial
increases in average portfolio allocations to alternatives from high-net-worth investors during the past
two decades, they still trail the institutional channel by around 900 basis points, with the expectation
being that they will eventually reach allocation levels of 20%-25% over time.

The roll out of investment vehicles—like Blackstone Real Estate Investment Trust, or BREIT, and
Blackstone Private Credit Fund, or BCRED —designed to provide individual investors with access to
private capital markets have played a role in some of the more recent expansion into alternatives on the
part of high-net-worth investors, with the growth of these products requiring a pushing of the
boundaries around who is considered a "sophisticated investor." On the retail side, individuals with
more than $1 million in assets and/or annual income exceeding $200,000 ($300,000 for couples) have
historically been considered to be accredited, or sophisticated, investors. And most wealth management
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firms that cater to high-net-worth clients tend to work with individuals with $500,000 to $1 million in
assets (noting that some firms have significantly higher minimums for taking on clients).

For Blackstone to effectively target the high-net-worth channel with these two products, it had to push
the boundaries a bit on the sophisticated/accredited investor front, even having some investors with
closer to $250,000 in assets investing in either BREIT or BCRED funds, and so far it has seen relatively
little push back from the Securities and Exchange Commission, even after the firm raised redemption
gates on both funds during 2022-23. We expect that as more products geared toward retail investors get
approved, we are likely to see the allocation levels for high-net-worth investors rise, although probably
not as high as what we've seen from the institutional channel over the past two decades.

With that in mind, we do not expect to see much more expansion in the allocation that institutional
investors have made to alternatives, which will serve to make future fundraising efforts more
competitive, although the case could be made that insurers could increase their allocations further from
here. Much of that depends, though, on how much the insurance regulators are willing to allow
insurance providers to invest, noting that much of the push into alternatives is coming from the life
insurers via their sales of annuities, structured products, and other vehicles.

Exhibit 16 The Retirement Market Could Be the Next Big Opportunity for the Alternative Asset Managers to Tap
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Source: Investment Company Institute—Quarterly Retirement Market Data, Second Quarter 2025. Data as of Sept. 18, 2025.

Looking out from a growth perspective, the "big white whale" for the alternative asset managers has
always been the block of retail investors (the unsophisticated/the unaccredited) that have historically
been excluded from their products. Industry providers view it as a big untapped pool of investors that
could provide more permanent levels of capital, especially in retirement-based accounts—with $13
trillion and $18 trillion invested in defined contribution plans and individual retirement accounts,
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respectively, at the end of June 2025—and have been talking for much of the past two decades about
how "retail-ization," or democratization, of the private markets was just around the corner.

Today, we're probably closer than we ever have been to this becoming a reality, especially with the
current administration instructing the Labor Department, SEC, and other federal agencies "to reexamine
existing regulatory guidance that have limited participant-directed defined contribution plan
participants, including participants in 401(k) plans, from investing in alternative assets—including
investments in private equity, real estate, and infrastructure —that have long been utilized by defined
benefit plans." Basically, the administration has instructed regulators to review the rules that have
historically restricted these types of investments to institutional and sophisticated/accredited investors.

That said, the pathway to the democratization of the private capital markets will not be short and will
face plenty of hurdles. A bigger push into alternative assets would not come with many of the
protections that average retail investors currently enjoy with regards to disclosure, valuation, conflicts
of interest, excessive fees, and liquidity in the public markets, so unless some of those issues are
resolved, we're unlikely to see a broader convergence of the public and private markets. Gaining access
to defined contribution platforms may also prove difficult, as plan sponsors tend to be conservative (and
litigation risk averse). And any retail access to private capital markets will also likely be intermediated
through registered funds like closed-end funds, interval funds, and tender-offer funds.

That said, should the convergence actually move forward in the near term, we believe the advantage will
go to the larger, more diversified alternative asset managers, as they have the scale, capital, and
capabilities to roll out target-date-like funds and model portfolios, as well as the aforementioned
registered funds—firms like Blackstone, Apollo, KKR, and Brookfield. In most cases, these firms will end
up partnering with more traditional fund managers that have a background in retail and/or defined
contribution distribution (like Blackstone has with Vanguard and Wellington). Il
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Understanding Moats for the Alternative Asset Managers

The publicly traded alternative asset managers are global institutions with decades of experience
investing in nontraditional asset classes, primarily by managing money for private and public pension
funds, endowments, foundations, and other institutions, as well as for high-net-worth individuals that
qualify as "sophisticated investors." Most of the industry's largest players started off in private equity
but have expanded their reach over the years to include private credit, real estate/real assets, hedge
funds, secondaries, co-investments, and even insurance. Given the significant expansion of our
alternative asset manager coverage, which now includes seven companies—Blackstone, Apollo Global
Management, KKR & Company, Brookfield Asset Management, Ares Management, Carlyle Group, and
Blue Owl Capital—we've reimagined our asset management moat framework to better accommodate
discerning evaluation of and delineation between these companies.

From 30,000 feet, we believe the asset-management business can be conducive to the creation of
economic moats, with switching costs and intangible assets being the most durable sources of
competitive advantage. Although the switching costs for the traditional asset managers might not be
explicitly large, inertia and the uncertainty of achieving better results by moving from one manager to
another, as well as the potential tax consequences of selling a fund with significant gains, tend to keep
investors in place. As a result, money that flows into these firms tends to stay there, with the average
narrow retention rate, which does not include exchange redemptions, being 75% or greater annually for
the traditional asset managers over the past three decades. Including exchange redemptions, the
retention rate was greater than 70% annually on average.

Not unlike the traditional asset managers, the alternative asset managers benefit from both switching
costs and intangible assets. That said, they've not had to rely as much on investor inaction to keep
annual retention rates high, as the products they offer tend to have explicit lockup periods, which
prevent investors from redeeming part or all of their investment for a prolonged period. Generally, we
favor longer lockup periods, which can offer up more substantial switching costs than those enjoyed by
the traditional asset managers, with private equity, venture capital, and real estate/real asset funds
tending to have the longest lockup periods, ranging between 7-12 years. As for private credit funds,
closed-end funds have lockup periods in a 5-to-8-year range, while evergreen funds (a.k.a. open-end
funds) can be structured to offer more liquidity given that they have no fixed end date.
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To be fair, lockup periods aren't entirely immutable; the industry has both "hard lock ups," which strictly
prohibit withdrawals during the lockup period, and "soft lock ups," which allow for early withdrawals in
exchange for a penalty fee of 2%-5% of the amount being redeemed. And for most private credit, hedge
funds, and fund-of-fund products, redemptions can occur quarterly after a specified amount of time has
passed from the initial investment (following a 30-to-90-day notice period). But these contractual
switching costs and longer-term investment horizons both support significantly higher narrow asset
retention rates (North of 90%) for alternative asset managers and are indicative, in our view, of generally
stronger switching costs than we see with the traditional asset managers.

All these arrangements are necessary for the alternative asset managers, ensuring that their fund
managers have a stable capital base to manage illiquid assets, such as private companies or distressed
debt, over long periods of time. By preventing redemptions through lock ups (or gates, in cases where
funds limit the amount that can be redeemed at any point in time), fund managers can avoid being
forced sellers of assets, which would negatively impact investment returns for the remaining fund
investors, given the opacity and illiquidity of these products.

We believe the alternative asset managers, much like the traditional asset managers, can improve on
the switching cost advantage inherent in their business with organizational attributes, such as product
mix, distribution, and geographic reach, and through intangible assets, such as strong and respected
brands and manager reputations derived from successful, maintainable records of investment
performance. These can provide them with a degree of differentiation from their peers. While the
barriers to entry in asset management are not particularly significant, the barriers to success are
extremely high, as it takes time (and skill) to not only compile a long enough record of investment
performance to start gathering assets but also to build the scale necessary to be competitive.

Exhibit 17 Few Traditional Asset Managers Have Been Able To Encroach on the Dominant Positioning of the Largest Alternative Asset Managers
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This is exemplified by the fact that BlackRock (with $526 billion in alternative fee-earning AUM at the
end of September 2025) has so far been the only traditional asset manager of size, with exposure across
all four asset classes, capable of seriously competing in this part of the market despite the fact that
most of the firms in our traditional asset manager coverage have been focused on building out their
alternative asset platforms during much of the past decade. Firms like AMG (with $353 billion), Franklin
Resources ($270 billion), Invesco ($180 billion), and T. Rowe Price ($56 billion) are expanding their reach,
but at the end of September 2025 most of them still lacked the scale, as well as diversification in their
exposure, to be truly competitive with the largest alternative asset management players.

BlackRock, meanwhile, continues to expand, having added another $118 billion to its fee-earning AUM
during the third quarter with the closing of its HPS Investment Partners acquisition. This deal allowed
BlackRock to leapfrog Ares in the pecking order (by FPAUM), putting it more on par with Brookfield and
KKR. We believe BlackRock will continue to use a combination of organic and inorganic growth to
continue climbing the leader’s table.

While scale is important in many regards for the asset managers, size has not always conferred
advantages on the traditional side of the business—except in the case of index fund and exchange-
traded fund providers. On the passive side of the business, scale is a huge advantage, as each
incremental dollar entering an index fund or ETF delivers meaningfully higher margins even when
passive product providers are taking down pricing as the scale of a fund increases. This has been a big
differentiator for BlackRock (as well as Vanguard and Fidelity), allowing the firm to generate not only
above-average levels of organic AUM growth but above-average adjusted operating profits and free
cash flows than can be reinvested back into the business, further cementing its economic moat.

At first blush, the same could be said on the alternatives front, where scale has not always allowed firms
to generate better-than-average operating profitability (having seen quite a few smaller, niche players
with above-average profit ratios). Much like with the traditional asset managers, the alternatives
industry tends to behave as an oligopoly when it comes to pricing, with most managers keeping product
pricing around industry and/or their own historical averages, with no one looking to slash prices to drive
growth. That said, a lot of institutional investors prefer to work with managers with meaningful amounts
of AUM—with higher amounts of invested capital basically becoming a proxy for credibility—and larger
fund offerings tend to attract more attention, more confidence from consultants and boards and, thus,
generate more flows from institutional and high-net-worth investors during fundraising cycles. So,
given the impact of scale on important determinants of success like organic flows, we view AUM scale
as a more important determinant of economic moats for alternative asset managers than we do for
traditional asset managers, at least outside of the passive product sphere.

Supporting this view, institutional investors account for around 85% of total industry AUM (PitchBook
data) and generally prefer to invest with established managers. The net effect is that more than 70% of
industry fundraising flows between 2019-24 have gone to the largest funds—offerings with either $1
billion to $5 billion in AUM (37% of capital raised on average) or so-called "mega-funds" with more than
$5 billion in AUM (36% of capital raised)—during the past five years. This has allowed the largest
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alternative asset managers to exert control over the fundraising environment—especially in the private
credit and real estate/real assets categories.

Exhibit 18 More Than 70% of Fundraising Flows Accrued to Largest Funds Over the Past Five Years Compared With Less Than 60% a Decade Ago
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While private equity trends seem to contradict this argument (it is the most fragmented of the segments
despite boasting the largest amount of capital committed) we view this as largely attributable to most of
the industry's largest players deemphasizing the business over the past decade or so. That is, having
seen the private equity market completely seize up during the global financial crisis—with most private
equity firms unable to raise new funds let alone access the capital markets when either deploying funds
or cashing out investments—there has been a concerted effort to diversify their portfolios.

Overall, we believe that the larger, more established asset managers (which is most of our coverage)
have an advantage over smaller providers, especially when it comes to fundraising, deployments, and
realizations, as well as handling many of the operational improvements now required to drive value
creation in private equity and real estate investments. The large, publicly traded alternative asset
managers are global institutions with decades of experience, providing them with a size, knowledge,
and experience advantage over many of the smaller providers in the industry, especially those that are
concentrated in one part of the market. While most of the industry's largest players started off in private
equity, most of them have expanded their reach over time to include private credit, real estate/real
assets, hedge funds, secondaries, and other alternative product offerings.
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Exhibit 19 The Largest Alternative Asset Managers Continue to Capture a Larger Share of Fee-Earning AUM in the Private Capital Markets

FPAUM by Provider (USD Bil)
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025. Private Capital Market data for Brookfield and Blue Owl prior to 2020 was not reported regularly.

While much of this has already been baked into our economic moat ratings for the alternative asset
managers we cover, we find it instructive from time to time to look at the traits we think are more likely
to lead to above-average results for these firms. This is especially useful during moat reviews—like we
recently did with Blackstone, KKR, and Carlyle Group—as well as when we roll out new coverage—like
we recently did with Apollo, Brookfield, Ares, and Blue Ow! Capital. When looking at these firms, we view
fundraising, deployments, realizations, fee-earning AUM, base management fee levels, realized
performance fees, and compensation costs as key drivers of our valuation, and much like we did with
the traditional asset managers we have developed an appraisal system that highlights the strengths
and weaknesses of firms in our coverage over these and many other attributes.

For some perspective, when looking at the traditional asset managers, we've found the following
attributes are insightful when assessing the competitive strengths and weaknesses of each firm: AUM
Scale Efficiency; Product Breadth & Geographic Reach; Passive & Active Capabilities; Distribution
Channel Strength; Switching Costs Strength; Fee Pricing Power; Fee Diversity & Exposure; Investment
Performance & Manager Reputation; Culture & Stewardship; and Capital Investment Efficiency. We first
laid out these attributes in our March 2019 Asset Manager Observer, "New Era for U.S. Asset Managers:
Shifting Balance of Power with Distributors and End Clients has Narrowed Moats of Most Firms." These
attributes also inform the four traits—differentiation, low-cost funds, repeatable investment processes,
and adaptable business models—that we believe are necessary for the traditional asset managers to
enjoy long-term success, laid out in our December 2019 Asset Manager Observer, "New Era for U.S.
Asset Managers: Four Traits That Asset Managers Must Be Diligently Focused on To Be Successful in the
Long Run." We believe a focus on these attributes allows us to determine which firms are more likely to
be successful in the future, providing insight into the traits that both our equity and manager research
groups believe are necessary for traditional asset managers to succeed in the future.
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Exhibit 20 Economic Moat Heat Map for US-Based Traditional Asset Managers Covered by Morningstar
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Exhibit 21 Economic Moat Heat Map for US-Based Alternative Asset Managers Covered by Morningstar
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For the alternative asset managers, we've tweaked our appraisal process to highlight some of the more
common elements of the private capital markets in order to get a better feel for where the alternative
asset managers fit in with the whole scheme of things. We recently ran all seven firms we cover—
Blackstone, Apollo Global Management, KKR, Brookfield Asset Management, Ares Management, Carlyle
Group, and Blue Owl Capital—through the process and provide an overview of the outcomes below.
Unsurprisingly, wide-moat-rated Blackstone outscored the rest of our coverage in almost every category.

Differentiation

Our differentiation framework for alternative asset managers considers firms' AUM scale efficiency,
product breadth and geographic reach, distribution channel strength, and the strength of switching
costs, driven by weighted-average lockup periods in the case of alternative asset managers. These, in
turn, impact our perception of firms' moats and inform our assessment of return durability.

AUM Scale Efficiency

With AUM Scale Efficiency, we are looking at a firm's ability to handle its size, operating leverage, and
profitability, giving higher marks to firms that have been able to generate above-average levels of
operating profitability without undue operating leverage. All told, the more efficient an asset manager is
at handling its operating leverage and profit margins, the greater chance that firm has of producing
higher levels of free cash flow and more durable ROIC performance. With the business of asset
management requiring little in the way of capital investment, though, the ROICs produced by individual
companies can be extremely high. Being able to discern which firms are likely to not only generate
excess returns but do so with relatively little variance is a difficult task for an industry that is affected by
the vagaries of the equity and credit markets, making these criteria far more useful when assessing the
width and duration of the economic moats attached to the alternative asset managers.

Overall, though, we think it is important to keep a close eye on operating leverage at asset management
firms, given the impact that market volatility can have on revenue, profitability, and ROICs in any given
year. While generally a good thing in rising markets, operating leverage cuts both ways, much as we
saw during the 2008-09 financial crisis and the 2022-23 dislocation in the equity and credit markets,
where significant declines in AUM led to even greater declines in revenue and operating profitability. As
such, it pays to stick with firms that have average to above-average operating margins, a moderate
amount of operating leverage, solid and rising ROICs (with lower standard of deviation around those
returns), and a maintainable level of excess returns relative to their estimated cost of capital.

Both Brookfield and Blackstone get high marks in our coverage for AUM Scale Efficiency, generating
above-average adjusted operating margins in a 45%-55% range on average annually during 2020-24
compared with the group of alternative asset managers at 37.3%, while featuring the lowest amount of
operating leverage—around 2.0 times on average relative to 3.1 times group average during the past
five years. KKR is the epitome of average, generating an adjusted EBIT margin of 36.9% on average
during 2020-24 with operating leverage of 3.0 times.
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Exhibit 22 Both Brookfield and Blackstone Get High Marks in Qur Coverage for AUM Scale Efficiency, While KKR Is the Epitome of Average
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Apollo also falls into the average bucket, albeit generating slightly higher operating profits on average
with a slightly higher degree of operating leverage than KKR. These two firms are very much alike in that
both have acquired life insurers during the past five years—KKR bought Global Atlantic in multiple
stake purchases between 2021-24 and Apollo acquired Athene between 2021-22—deals that have had a
dampening effect on their profitability and returns. As for Ares, Carlyle Group, and Blue Owl, they score
lower on AUM Scale Efficiency given where they sit on the chart, with much of this due to the lower
levels of profitability that they are generating on average when compared with their peers.

Exhibit 23 AUM Scale Efficiency Ratings for Alternative Asset Managers
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Product Breadth & Geographic Reach

Being able to offer an array of investment opportunities across different private capital markets has
allowed firms to keep themselves from being overly exposed to one category, like many of them were
during the global financial crisis, and allows them to take full advantage of different fundraising cycles.
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For example, most of the firms we cover were big beneficiaries of the large fundraising cycle in private
credit the past 5-10 years because they had identified it as a core category to develop coming out of the
global financial crisis. This has allowed most of them to differentiate themselves from the panoply of
more private equity-centric shops in the market. We saw similar dynamics play out in the real
estate/real assets category, which was the first major push coming out of the global financial crisis for
many of the alternative asset managers we cover.

Exhibit 24 Blackstone Is the Prime Example of What Product Diversification Perspective Should Look Like for the Alternative Asset Managers
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As we evaluate Product Breadth & Geographic Reach, we look at both asset class/product diversification
and geographic diversification for the US-based alternative asset managers that we cover. For asset
class/product diversification, we look at each firm's product category exposure —private equity, real
estate/real assets, private credit, and other alternative offerings—penalizing managers with greater
amounts of exposure to just one of these categories. With the industry so heavily weighted toward
private equity, we've generally held Blackstone up as the example of what we'd like to see from a
product diversification perspective. At the end of September 2025, the firm garnered 34% of its fee-
earning AUM from private credit, 31% from real estate/real assets, 26% from private equity, and 9% from
other alternatives. Given the company's overall size (with $906.2 billion in fee-earning AUM at the end of
the third quarter of 2025), Blackstone had more than enough scale at each product level to give it a leg
up with institutional and high-net-worth investors.

We also award Carlyle Group a high mark on this front, even though it has a larger amount of private
credit AUM relative to the other categories in its portfolio, since it is still somewhat more diversified
than most of its peers. In neutral territory, we place Blue Owl, KKR, and Brookfield, which each enjoy
some diversification but not as much as we see from Blackstone and Carlye Group. As for the negative
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ratings, they go to Apollo (with 86% of its fee-earning AUM tied up in private credit) and Ares (66% in
private credit) given their significant overexposure to one category.

Much as with product category diversification, Geographic Diversification should provide the alternative
asset managers with the ability to generate AUM and revenue from a wider array of markets, which
should allow them to offset slowdowns in other geographies as well as tap into growth potential in non-
US markets. Having offices in other countries, with on-the-ground sales and/or investment research,
portfolio management, and trading desks in these regions can provide both global perspective and local
expertise to the firm. On-the-ground operations can also create a slightly higher barrier to entry for the
US-based alternative asset managers, given the costs and expertise that are required to not only deal
with the multitude of different regulatory environments and foreign exchange risk, but the marketing of
investment products to many distinct cultures around the globe.

Unfortunately, few of the firms we cover actually provide a geographic breakdown of their AUM, which
makes assessing this part of the business harder. That said, most of them do disclose revenue by
geographic region (which in some respects is a better figure). Based on these disclosures, it looks like a
few of the firms—KKR, Ares, and Brookfield—have done a good job of generating revenue from outside
of the Americas region, allowing them to earn higher marks in Geographic Diversification. In neutral
territory, we'd place Blackstone and Carlyle Group, as each enjoys some degree of diversification (with
both firms generating 24% of their revenue from outside of the Americas region) but not as much as we
see from KKR, Ares, and Brookfield. As for the negative ratings, they go to Apollo (with 88% of its revenue
generated in the Americas) and Blue Owl (100% in the Americas).

Exhibit 25 KKR, Brookfield, and Ares Have Achieved a Fair Amount of Diversification, but All Our Coverage Could Do With More Global Reach
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Given that we give more weight to Asset Class/ Product Diversification, our ratings for Product Breadth &
Geographic Reach generally fall more in line with the ratings produced in that assessment. This is
because we expect that the alternative managers will need to have a more broadly diversified portfolio
of offerings to create managed account and/or target-date fund products for the retirement channel, as
well as have scaled-up offerings in segments where individual products will be offered to retail
investors, as we look forward. So, it should come as no surprise to see Blackstone and Carlyle Group
with the highest marks, even though they scored in neutral territory for Geographic Diversification. Blue
Owl, KKR, and Brookfield fall in neutral territory, even though Brookfield and KKR got higher marks for
Geographic Diversification. And while Ares scored highly for revenue dispersion by geographic region,
the firm's overexposure in private credit drags it down into negative territory in our ratings. As for
Apollo, the combination of poor marks on both the Asset Class/Product Diversification and Geographic
Diversification segments resulted in a negative rating.

Exhibit 26 Product Breadth & Reach Ratings for Alternative Asset Managers
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Distribution Channel Strength

While product diversity, performance, and price have generally been the principal sources of
competition for the US-based alternative asset managers, distribution channel positioning and a firm's
strength in the channels where it competes are important considerations when assessing competitive
positioning. Unfortunately, very few firms break out their exposure by distribution channel, which
complicates this analysis. Most of the alternative asset managers we cover utilize just two of the three
different distribution channels available to them: institutional (which we define as spanning large
institutional client relationships like private and public pension funds, endowments, foundations, and
other institutions) and high net worth, comprised primarily of retail-advised individuals that qualify as
sophisticated/accredited investors. While these two channels have tended to be the stickiest channels
for the traditional US-based asset managers, compared with the more self-directed retail channel, the
alterative asset managers also have the benefit of lockup periods for a lot of the products they offer.

That said, the industry breakdown shows that around 85% of AUM is coming from institutional clients,
with the remainder being generated by high-net-worth/retail-advised relationships (based on data
provided by PitchBook). However, we note that the insurance segment is comprised primarily of life
insurers (selling annuities, structured products, etc., to individuals), and the bank segment includes
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private banking arrangements where alternatives are sold to individual clients, so the noninstitutional
segment could actually be larger. With the industry looking to break into the retail channel—primarily
by tapping into retirement funds held in defined contribution plans and individual retirement accounts
—having experience with both institutional clients (noting that 401k and other DC plans are more
institutional-like when selecting plan offerings) and advisors catering to high-net-worth investors
(especially as they move down the spectrum of sophisticated/accredited investors) will be essential.

Exhibit 27 Institutional Relationships Continue to Account for the Vast Majority of Fee-Earning AUM for the Alternative Asset Managers
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Exhibit 28 Distribution Channel Strength Ratings for Alternative Asset Managers
Economic FPAUM
Company Ticker Moat (USD Bil) Rating
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

In scoring the alternative asset managers on Distribution Channel Strength, we gave higher marks to
Ares, Blue Owl, and Blackstone. While we would like to see more high-net-worth exposure for Ares, we
suspect that some of the other institutional segment (derived in its part from asset manager exposure),
as well as the bank segment (private banking operations) exposures are more retail-centric. As for Blue
Owl, we give it credit for having a robust high-net-worth business as well as solid exposure to the
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pension, insurance, and sovereign wealth markets. While we are concerned longer term that the firm's
lack of scale could prove problematic, it is not enough to ding it yet on Distribution Channel Strength.
With Blackstone, while we would like to see a better breakdown of the firm's AUM exposure by the
different institutional and high-net-worth channels, we gave the firm credit for effectively targeting the
high-net-worth channel with Blackstone Real Estate Investment Trust and Blackstone Private Credit
Fund. This demonstrates to us that the company understands what it takes to design products that can
provide individual investors with access to private capital markets.

As for the rest of the group—Apollo, KKR, Brookfield, and Carlyle Group—we would like to get a more
detailed breakdown of what their channel exposures look like (similar to what Ares provides in its
annual report) but assume their distribution channel exposures likely sit somewhere between Ares' mix
and that of the industry overall. Apollo has recently faced scrutiny on some of its retail offerings, as a
botched launch of a private credit ETF with State Street, poor investment performance on some of its
other retail products, and lawsuits involving Athene's annuity products (regarding its investment
strategies, liquidity, high fees, product complexity, and perceived conflicts of interest) have all raised
questions about its product portfolio.

While KKR, which also owns a life insurance company, has not seen the same degree of issues as Apollo,
the latter's troubles on the annuity front have raised concerns regarding its own offerings. Brookfield
and Carlyle Group, on the other hand, have had less headline risk associated with their offerings, but
they face some of their own headwinds. With Brookfield, the firm has done a great job of raising capital
but has been quite slow to deploy it, with the firm carrying more dry powder (currently 50% of total
AUM) than the rest of the group (28% on average for the other managers we cover) as well as the
industry overall (27%). As for Carlyle Group, it remains on the smaller side relative to the biggest names
in our coverage—Blackstone, Apollo, KKR, and Brookfield—in an industry where investors are
increasingly focused on firms with meaningful scale in each of the four main segments. On top of that,
BlackRock has put some space between itself and Carlyle over the past several years with acquisition of
Kreos Capital, Global Infrastructure Partners, HPS Investment Partners, and Elm Tree Funds.

Switching Costs Strength

Rounding out our discussion of differentiation, we turn to Switching Costs Strength, arguably the crux of
alternative asset managers' economic moats and a notable point of differentiation relative to traditional
asset manager peers. While switching costs are the core moat source for the asset managers, and the
alternative asset managers are definitively advantaged in this regard relative to the traditional
managers, we had a difficult time rating them, particularly because lockup arrangements and
redemption gates result in something of an industrywide benefit, making it more challenging to identify
individual leaders/laggards.

To be fair, lockup periods aren't entirely immutable; the industry has both "hard lock ups," which strictly
prohibit withdrawals during the lockup period, and "soft lock ups," which allow for early withdrawals in
exchange for a penalty fee of 2%-5% of the amount being redeemed. And for most private credit, hedge
funds and fund of fund products, redemptions can occur quarterly after a specified amount of time has
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passed from the initial investment (following a 30-to-90-day notice period). But these contractual
switching costs and longer-term investment horizons both support significantly higher narrow asset
retention rates (north of 90%) for alternative asset managers and are indicative, in our view, of generally
stronger switching costs than we see for their traditional asset management brethren (75%).

All of these arrangements are necessary for the alternative asset managers, ensuring that their fund
managers have a stable capital base to manage illiquid assets, such as private companies or distressed
debt, over long periods of time. By preventing redemptions through lock ups (or gates, in cases where
funds limit the amount that can be redeemed at any point in time), fund managers can avoid being
forced sellers of assets, which would negatively impact investment returns for the remaining fund
investors, given the opacity and illiquidity of these products.

Exhibit 29 Switching Costs Strength Ratings for Alternative Asset Managers

Economic FPAUM
Company Ticker Moat (USD Bil) Rating
Blackstone BX Wide 906.2
Apollo Global Management APO Narrow 685.0
Brookfield Asset Management BAM Narrow 585.0
KKR & Company KKR Narrow 580.7
Ares Management ARES Narrow 367.6
Carlyle Group CG Narrow 3320
Blue Owl Capital OWL Narrow 183.8

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

If we were simply rating the alternative asset managers relative to the traditional asset managers, they
would all get high marks. But just slapping a neutral rating on them, noting that all firms benefit from
the same lockup period-induced switching costs, seemed a bit lazy. So, to delineate between relative
winners and losers in the industry, we've considered firms" AUM mix and the average lockup periods for
each category and then assessed the managers along those lines. As a result, we ended up giving
higher marks to Blackstone, Brookfield, KKR, and Blue Owl, given that the weighted average of their
assumed lockup periods was more than a half-year above the group average of 7.4 years. While Apollo,
Ares, and Carlyle Group were all close to a half year below the group average, we stayed with neutral
ratings for them.

Cost Effectiveness

In this section of our report, we consider alternative asset managers' performance along the two vectors
of cost effectiveness: Fee Pricing Power, and Fee Diversity & Exposure. In effect, our analysis considers
both firms’ ability to justify the management fees they charge (cutting prices to attract assets would
represent a significant red flag, for example) and also the revenue mix that firms derive from each
category as a proxy for return durability. While the latter category dovetails somewhat with our
assessment of product diversification, varying fee rates by category mean that this analysis adds an
important degree of nuance to our economic moat framework.
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Given the greater level of scrutiny on investment performance and management fees on the traditional
side of the business, managers with the highest fees (and a lack of performance to justify those fees)
have had the most to lose, as lower-cost offerings have continued to take market share, forcing them to
lower their fees to remain competitive (let alone to maintain placement on retail distribution platforms).
During the past decade, we've seen fees on traditional actively managed funds decline by 3.0% per year
on average, as firms have had to adjust their fees to meet platform demands. In fact, average asset-
weighted expense ratios for active funds dropped below 60 basis points this year as base management
fees continue to be pressured by the growth of low-cost passive products and more stringent retail
distribution platforms.

Exhibit 30 Fee Compression Has Been the Norm for the Traditional Asset Managers on the Active Side of the Business
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

Meanwhile, pricing on the passive side, where the largest providers have leveraged their scale to drive
fees lower, has pushed average asset-weighted expense ratios down to 10 basis points overall. The
average annual decline in fees over this period has been a striking 6.1% annually for the passive side of
the business. Overall, it's hard to see much pricing power on the traditional side of asset management,
although it could be argued that the large, scaled up passive managers—like BlackRock, Vanguard, and
Fidelity—actually do have pricing power, given their ability to drive pricing lower and lower as they have
scaled up, while keeping operating profitability levels comfortably higher than the rest of the industry.
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Exhibit 31 Most of the Fee Compression on the Passive Side Has Been Scale Driven With Balanced (Target Date) Funds Bucking the Trend
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

Below, we consider each of the pillars of cost effectiveness in sequence.

Fee Pricing Power

Management fee rates for the alternative asset managers have not been immune to pricing pressures,
especially given mixed fund returns and weaker fundraising efforts during the past several years. While
there has generally been some perception that these firms have been largely immune to pricing
pressures, given a track record of higher returns than traditional products, inherent product complexity,
warranting higher fees, and generally less pressure from their end clients (at least relative to what we've
seen on the traditional side of the business), we have, in fact, seen some fee compression. This is
attributable to some combination of shifting product mix (given the rapid growth of lower fee-
generating private credit offerings relative to private equity and real estate/real asset products) and
like-for-like pricing declines, so it's important to note that organic pricing has declined by less than
consolidated management fee rates would indicate.

At the company level, firmwide fees have declined 1.9% a year on average annually for the group, with
Carlyle Group (4.7%) and Blue Owl (4.2%) seeing the greatest average annual decreases in their average
asset-weighted fees. While getting a clearer picture on alternative fund fees on an industrywide basis is
difficult, we can get some sense from what we've seen reported by Blackstone over the past decade.
During the past five (10) years, average asset-weighted fees for the firm's private equity AUM have
increased 1.2% (declined 0.5%) annually. Fees for its real estate/real asset offerings have dropped 3.6%
(2.2%), while Blackstone's private credit funds average asset-weighted fees increased 3.0% (decrease
2.1%) per year. On a firmwide basis, Blackstone's average asset-weighted fees declined 1.2% (1.2%)
during the past five (10) years.
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Exhibit 32 Fee Compression Has Yet To Be a Major Issue for Most of the Alternative Asset Managers in Our Coverage

180

160

140

120

100

80

60

Average Asset-Weighted Fees (in Basis Points)

40

—BX ——APO KKR BAM ARES CG owL

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025. Financial data for Brookfield and Blue Ow! is limited prior to their initial public offerings.

Exhibit 33 Fee Compression Has Been Milder at Blackstone Than for Some of the Other Alternative Asset Managers
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This helps us somewhat with our assessment of Fee Pricing Power. With Blackstone, Apollo, and Ares all
seeing less fee compression than their peers during 2020-24, we have given them high marks in this
category. Brookfield and KKR, on the other hand, received neutral ratings, given that their fees declined
on par with the group average, while Carlyle Group and Blue Owl received negative ratings for Fee
Pricing Power. Given the smaller scale of their businesses, with Carlyle Group overseeing $325 billion in
fee-earning AUM at the end of June 2025 and Blue Owl holding $177 billion, it is not too surprising to see
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them dealing with more fee compression. Both firms garner around 50% of their fee-earning AUM from
private credit funds. With the largest players in the segment fundraising heavily over the past five years,
we've seen some providers (generally those with smaller funds and less scale than their larger brethren)
waive some part of their fees to attract institutional investors into their funds.

Exhibit 34 Fee Pricing Power Ratings for Alternative Asset Managers

Economic FPAUM

Company Ticker Moat (USD Bil) Rating
Blackstone BX Wide 906.2

Apollo Global Management APO Narrow 685.0

Brookfield Asset Management BAM Narrow 585.0

KKR & Company KKR Narrow 580.7

Ares Management ARES Narrow 367.6

Carlyle Group CG Narrow 3320 [
Blue Owl Capital OWL Narrow 1838 [

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

Fee Diversity & Exposure

Rounding out our discussion of cost competitiveness, we look at alternative asset managers’ revenue
diversification. We touched on this a bit when we looked at the diversification of the US-based
alternative asset managers' AUM by asset class, geography, and distribution channel. Knowing the
revenue contribution by asset class, geography, and distribution channel, though, allows us to better
forecast firmwide revenue and profitability. And having a breakdown of revenue exposure by asset class
is especially useful during cyclical changes in the equity and credit markets, as it allows us to better
assess the full impact of market drawdowns—like we saw during the equity and credit market
dislocation in 2022-23. The same holds for knowing how much revenue managers generate from
different geographical regions, as economic activity does not always correlate across the globe. Given
differences in fee rates across asset classes, we maintain that consideration of Fee Diversity & Exposure
still provides useful context to our overall assessment of alternative asset manager economic moats.

Considering revenue diversification by category, we awarded positive ratings to Blackstone, KKR, and
Carlyle Group, each of which have fairly diversified revenue streams from their fee-earning AUM.
Brookfield was close to being in the same bucket, but with just over 50% of management fee revenue
coming from real estate/real assets, we opted for a neutral rating. With some $371 billion in real
estate/real asset dry powder waiting to be put to work, it is unlikely that things will change much for the
real estate/real asset stalwart. Regarding our negative ratings for Apollo, Ares, and Blue Owl, these were
based on each firm garnering an outsize amount of base management fee revenue from private credit—
Apollo (72%), Ares (65%), and Blue Owl (61%).
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Exhibit 35 Blackstone, KKR, and Carlyle Group Have More Diversified Base Management Revenue Streams Than Their Peers

Percentage of Base Fee Management Revenue
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

Exhibit 36 Fee Diversity & Exposure Ratings for Alternative Asset Managers

Economic FPAUM

Company Ticker Moat (USD Bil) Rating

Blackstone BX Wide 906.2 [
Apollo Global Management APO Narrow 685.0 [ ]
Brookfield Asset Management BAM Narrow 585.0 [
KKR & Company KKR Narrow 580.7 [ ]
Ares Management ARES Narrow 367.6 [ ]
Carlyle Group CG Narrow 3320 [
Blue Owl Capital OWL Narrow 1838 [

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

Repeatable/Adaptable Processes

The final overarching category of our economic moat analysis considers Repeatable/Adaptable
processes, spanning key considerations like Fundraising, Deployments & Realizations, Performance &
Reputation, Culture & Stewardship, and Capital Investment Efficacy. In many ways, this analysis seeks to
evaluate the intangible assets that can strengthen the switching costs inherent in the core business,
with our top pick, wide-moat Blackstone, differentiating itself from peers across these lines, as well.

We've historically believed that asset managers need four traits to be successful: a level of
differentiation in their operations, a stable of cost-competitive funds, repeatable investment processes
that generate consistent returns, and adaptable cultures and business models. While the areas of focus
might differ slightly between the traditional and alternative managers, the intent is the same—to
uncover the attributes that allow us to better determine which firms are more likely to be successful in
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the future. Unlike the traditional asset managers, which tend to run open-end funds that have no end
dates and are impacted by daily sales and redemptions, the alternative asset managers primarily run
closed-end funds utilizing a multistage process with key characteristics—fundraising,
deployment/investment, active management/value creation, and harvesting/realization —that
distinguishes them from the management of traditional assets like stocks and bonds.

Due to the more unique nature of alternative assets—which include private equity (composed of venture
capital, growth equity, and buyouts), real estate/real assets (made up of real estate, infrastructure, and
energy investments), private credit (which includes private unlisted loans to governments, businesses,
and consumers), and other alternative offerings (including hedge funds, funds of hedge funds,
secondary funds, co-investments, and structured products)—the cycle is marked by a longer time
horizon, varying liquidity, and a higher level of complexity.

With the traditional asset managers, we have always noted that fund investment performance must be
both consistent and repeatable, as investors are less willing to pay more for products or solutions when
they believe the performance and investment outcomes do not justify the fees they are being charged.
The same holds for the alternative asset managers, despite the nature of their funds (illiquid and closed-
end), with the hard assessment about the manager occurring during the fundraising phase —with
investors looking for a clear and compelling strategy, a strong and experienced portfolio management
team, a demonstrated ability to generate strong returns, scale at both the fund and the company level,
and transparent communication on the part of the managers.

When looking at the traditional asset managers, we put a lot of focus on organic AUM growth—which
reflects net flows (sales less redemptions) divided by beginning of period AUM —because it is a good
gauge of operational performance. Sales and redemptions can be influenced by investment
performance, sales and marketing efforts, distribution relationships, and the availability of low-cost
alternatives like index funds and ETFs. Because alternative asset managers, unlike most traditional asset
managers, tend to run closed-end funds with defined end dates, more attention is paid to fundraising
efforts, deployment/investment activities, ongoing management/value creation, and, ultimately,
harvesting/realization activities.

The fundraising/sales effort for the alternative asset managers is more focused because it is centered
on raising large amounts of capital for one or more funds prior to product launches. For the traditional
asset managers, fundraising becomes a never-ending process of sales and marketing as well as
negotiations with distribution partners. As for redemptions, these are a cost of doing business for the
traditional asset managers (given the open-end nature of their funds), and while good/poor
performance can sway redemption levels one way or another, they tend to be fairly static over time. As
we noted above, the average annual redemption rate for mutual funds has been 25% or less over the
past three decades.

Redemptions are far less of an issue for the alternative asset managers, given the lockup periods
attached to most of their funds. That's not to say that there are no redemptions, as well as distributions
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when investments are being harvested, but rather that they tend to be less of a constant over time. We
do, however, track deployment levels, as they give us a good indication of whether a manager can
consistently put money to work in line with their stated strategy. Realizations/harvesting activity is also
critical, as both efforts influence overall performance.

Alternative asset managers have an additional leg up on their traditional brethren in that they generally
mark their portfolios to model, given the illiquid nature of most of their investments. This tends to
smooth out returns, keeping any bad results from hitting in one fell swoop but also keeping a lid on
outperformance when markets rise rapidly. With traditional asset managers required to mark their
portfolios to market, as most of their investments are in publicly traded securities, their AUM levels, as
well as their revenue and profitability, tend to follow market movements.

As a result, the alternative asset managers can look better than the traditional asset managers when
discerning whether they have repeatable investment processes that generate consistent returns. This is
why we dig deeper into fundraising abilities, as well as deployments and realizations, when assessing
this aspect of their businesses. Performance and reputation are important, given that they influence
fundraising, deployments, and realizations, but we give slightly more weight to the latter when
assessing the alternative asset managers.

Fundraising Abilities

Effective fundraising is a crucial attribute for the alternative asset managers because existing funds do
eventually close and need to be replaced in order for a manager to continue to grow their business.
Alternative asset managers have historically raised capital from large, sophisticated investors, and their
ability to attract these commitments is generally seen as a measure of a firm's market standing—a sign
of what investors think of the firm's ability to succeed in the future. With that in mind, we find it useful
to compare how the firms in our coverage stack up against each other on the fundraising front. While
we would normally include "all other providers" in our fundraising comparison, that grouping tends to
be overly influenced by the private equity side of the business, which is the biggest driver of annual
capital commitments and is highly fragmented.

Looking back over the past five and 10 years, Blackstone has raised nearly as much capital as its two
largest stand-alone competitors—Brookfield and Apollo—combined. The firm also raised nearly as
much as the next three largest stand-alone peers—KKR, Ares, and Carlyle Group—when looked at on a
combined basis during the same periods. That said, fundraising competition has intensified some
during the past decade or so, as there was a five-year period following the global financial crisis where
Blackstone was raising more investor capital than its next four largest stand-alone peers—Apollo, KKR,
Ares, Carlyle Group—combined. Even so, the biggest alternative asset managers have been generating a
bigger share of annual fundraising, especially in private credit. During 2015, the seven firms we cover—
Blackstone, Brookfield, Apollo, KKR, Ares, Carlyle Group, and Blue Owl—accounted for 20% of total
industry fundraising of $924.0 billion. By 2020, these industry leaders were pulling in 25% of the $1.519
trillion in total industry capital raised. And this year, these same seven firms will account for more than
35% of $2.288 trillion in total industry fundraising, by our estimates.
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Exhibit 37 Blackstone and Apollo Have Raised as Much Capital as the Two Next Largest Stand-Alone Competitors Combined
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025. Private Capital Market data for Brookfield and Blue Owl prior to 2020 was not reported regularly.

Exhibit 38 Largest Firms Continue to Capture a Larger Share of Fundraising in the Private Capital Markets
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025. Private Capital Market data for Brookfield and Blue Owl prior to 2020 was not reported regularly.

While private equity is the largest alternative asset category and leads fundraising efforts for the
alternative asset managers in terms of capital raised at the strategy level, it has been less of a priority
for the seven firms we cover. Although Blackstone and KKR have historically been the largest
fundraisers in our group, they have accounted for just 5% and 4% of private equity capital raised,
respectively, during the past five years.
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Exhibit 39 Largest Firms Have Dominated the Fundraising in Private Credit During the Past Decade
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025. Private Credit data for Brookfield and Blue Owl prior to 2020 was not reported regularly.

Most of the firms in our alternative asset manager coverage have focused their efforts on private credit

fundraising, with the group overall accounting for 90% of total capital raised in the segment during the
past five years.

Exhibit 40 Blackstone, KKR, and Brookfield Have Been Raising More Capital for Real Estate/Real Asset Funds the Past Five Years
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025. Real Estate/Real Assets data for KKR, Brookfield, and Blue Owl prior to 2020 was not reported regularly.

Apollo (29% of industry capital raised), Blackstone (21%), Brookfield (12%), Ares (11%), and KKR (10%)
have been the biggest fundraisers in the private credit market. And in the real estate/real assets
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segment, Blackstone (20%) and Brookfield (12%) have been the biggest fundraisers, with the seven firms
we cover accounting for a striking 48% of the segment fundraising during the past five years.

Synthesizing this information, we award Blackstone the highest marks in the Fundraising category, with
the company generating 30% of the capital raised by the group between 2020-24, as well as 41%, 40%,
22%, and 39% of the fundraising for the private equity, real estate/real assets, private credit, and other
alternatives segments, respectively. While Apollo generated 21% of the capital raised by the group the
past five calendar years, most of the capital was dedicated to the private credit markets, making it far
less diversified than Blackstone. Brookfield (14% of group capital raised), KKR (15%), and Ares (11%) also
received neutral marks, given their slightly more diversified portfolios and scale-driven fundraising
levels. As for Carlyle Group (6%) and Blue Owl (3%), we see a lack of scale—both firmwide and by
segment—relative to peers as hindering some of their fundraising efforts.

Exhibit 41 Fundraising Ratings for Alternative Asset Managers

Economic FPAUM

Company Ticker Moat (USD Bil) Rating
Blackstone BX Wide 906.2

Apollo Global Management APO Narrow 685.0

Brookfield Asset Management BAM Narrow 585.0

KKR & Company KKR Narrow 580.7

Ares Management ARES Narrow 367.6

Carlyle Group CG Narrow 3320 [
Blue Owl Capital owL Narrow 1838 [

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

Deployment & Realization Capabilities

For the alternative asset managers, a consistent level of deployments is not only important for
generating fund returns but also for justifying management fees, raising future funds, and managing
investor expectations. The primary goal for most managers is to deploy capital efficiently, moving it
from dry powder to revenue-generating investments when opportunities arise. Regarding realizations,
harvesting activity generally involves either selling an asset or bringing a company to market via an
initial public offering. This activity is critical for the alternative asset managers as it locks in returns,
generates capital for future investments and/or distributions to investors, and ensures that carried
interest can be paid out to the managers.
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Exhibit 42 Blackstone and Apollo Have Both Deployed Nearly Twice as Much Capital as KKR and Brookfield
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

Looking back over the past five calendar years, Blackstone ($534 billion of capital deployed) and Apollo
($537 billon) have both deployed nearly twice as much capital as Brookfield ($278 billion) and KKR ($307
billion), while Ares ($169 billion), Carlyle Group ($189 billion), and Blue Ow! ($86 billion) have trailed the
rest of the group. Ares has been surprising to us, given the firm's track record of fundraising, but it looks
like investments in private equity and other alternatives have taken a back seat to the company's private
credit and real estate/real assets offerings. Meanwhile, lack of scale—both firmwide and by segment—
relative to peers limits deployments at Carlyle Group and Blue Owl.

Exhibit 43 Deployment & Realization Capabilities Ratings for Alternative Asset Managers

Economic FPAUM

Company Ticker Moat (USD Bil) Rating

Blackstone BX Wide 906.2 [ ]
Apollo Global Management APO Narrow 685.0 [
Brookfield Asset Management BAM Narrow 585.0 -
KKR & Company KKR Narrow 580.7 [
Ares Management ARES Narrow 367.6 [
Carlyle Group CG Narrow 3320 [
Blue Owl Capital OWL Narrow 1838 [

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

Getting a bead on realizations is a bit more difficult, though, as Blackstone ($354 billion of realizations),
Apollo ($28 billon), and Carlyle Group ($148 billion) are the only firms to disclose consistent levels of
information on their harvesting activities. That said, we don't feel like it would alter our assessment of
each firm's ratings for Deployment & Realization Capabilities all that much. We will, however, continue
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to pressure the nondisclosing firms—Brookfield, KKR, Ares, and Blue Owl—for more information on their
realization/harvesting activity.

Investment Performance & Manager Reputation

For the alternative asset managers, investment performance and manager reputation are extremely
important because they can heavily influence an investor's decision to allocate capital to a manager's
funds. Unlike the public markets, alternative investments have far less transparency and liquidity, which
means that a manager's investment track record and reputation serve as key signals about their ability
to generate consistent returns over time. Unfortunately, getting detailed information on each alternative
asset manager's performance by category is difficult enough to get, let alone be able to compare them
to benchmark returns. It's not much better on the traditional side of the business, but at least we do
have firmwide Morningstar Ratings, Success Ratios, and reported relative performance figures to work
with to try to get a better sense of how well each firm is performing by asset class.

Exhibit 44 Rolling One-Year Horizon IRRs Demonstrate the Outperformance Achieved by Private Equity Strategies Relative to Others
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

For our purposes, we've applied the asset weights for each AUM category for each of the alternative
asset managers we cover by the 10-year horizon internal rates of return, or IRRs, that PitchBook
compiles on each of the different alternative segments to get a better sense of what firmwide
performance should have looked like for each firm. Realizing, of course, that there can be a wide
performance gap between the top-performing and bottom-performing managers in any given category.
By our calculations, the industry's 10-year horizon IRR was 12.1% annually during 2015-24, which was
not too far off from PitchBook's reported level of 12.2% for private capital markets overall. That said, the
industry is far more heavily weighted toward private equity (56% of AUM versus 20% on average for the
group), while the group is more heavily weighted toward private credit (50% of AUM on average
compared with 15% for the industry), so the 14.2% weighted average return for the private equity
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segment (Buyout, Growth/Expansion, and Venture Capital) was always going to lift the industry 10-year
horizon IRR above the returns for our coverage companies, given the 7.3% weighted average return
attached to the private credit segments (Direct Lending and Mezzanine).

Exhibit 45 Product Mix Has a Big Influence on 10-Year Horizon IRRs for Our Coverage Firms Relative to a Private Equity-Heavy Industry
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

Exhibit 46 Investment Performance & Manager Reputation Ratings for Alternative Asset Managers

Economic FPAUM

Company Ticker Moat (USD Bil) Rating
Blackstone BX Wide 906.2 [
Apollo Global Management APO Narrow 685.0

Brookfield Asset Management BAM Narrow 585.0

KKR & Company KKR Narrow 580.7 [
Ares Management ARES Narrow 367.6

Carlyle Group CG Narrow 3320 [
Blue Owl Capital OWL Narrow 183.8

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

With all of that in mind, we awarded positive ratings to Blackstone, KKR, and Carlyle Group, and gave
neutral ratings to Brookfield, Apollo, Ares, and Blue Owl. We weren't prepared to give negative ratings to
any firm in the group because we've not seen evidence of meaningful levels of underperformance by
companies in our coverage. That could change, though, if we dig deeper into historical results
(pressuring management teams for better details where we feel they are lacking—and there's plenty of
them) and are able to make a more compelling assessment of investment performance by category and
company for our alternative asset manager coverage.
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Culture & Stewardship

Better cultures and internal investment processes tend to lead to better and more consistent investment
performance, organic growth, and relatively little employee turnover. For this category, which is far more
subjective, we assess the US-based alternative asset managers on their business strategies as well as
two of the measurements that contribute to the Capital Allocation Rating—balance sheet health and
shareholder distributions. We'll leave investment efficacy to the Capital Investment Efficiency rating so
as not to give more credit/criticism to a firm than it may deserve.

Although it is easy to dismiss culture as something that cannot be measured, we believe that over the
long run asset managers with a single corporate culture dedicated to a common purpose (which is
ultimately reflected in the consistency of its investment performance, rate of organic growth, the focus
and importance placed on risk management, and the amount of employee turnover experienced) tend to
perform better than companies operating with less cohesive and/or inconsistent organizations. As a
firm's financial health directly affects its ability to invest in future growth, return cash to shareholders,
Or even remain a going concern, it is important to pay attention to its balance sheet strength. Asset
managers have a high degree of revenue cyclicality and operating leverage (with results tending to be
affected by movements in the equity and credit markets) and are generally asset light. As such, they
should not have more than low to moderate levels of financial leverage.

On the shareholder distribution front, we're assessing both the appropriate amount that a firm should
be returning to shareholders and the more ideal form of payment to shareholders—share repurchases
or dividends. For repurchases, we consider the proportion of future free cash flow directed toward
repurchases and if they're likely to be undertaken at either a significant discount or premium to our fair
value estimate. Regarding dividends, we're looking to see if payouts are appropriate given forecast cash
flows as well as likely balance sheet needs and value-adding investment opportunities. While this does
overlap with Capital Investment Efficiency, our aim here is to see if a firm's culture and internal
processes are aligned with the needs of the business so that it can prudently adapt its cultures and
processes to an evolving competitive landscape over time.

Exhibit 47 Culture & Stewardship Ratings for Alternative Asset Managers

Economic FPAUM
Company Ticker Moat (USD Bil) Rating
Blackstone BX Wide 906.2
Apollo Global Management APO Narrow 685.0
Brookfield Asset Management BAM Narrow 585.0
KKR & Company KKR Narrow 580.7
Ares Management ARES Narrow 367.6
Carlyle Group CG Narrow 3320
Blue Owl Capital OWL Narrow 183.8

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.
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Looking at our coverage, we've elected not to award a positive rating to any firm, as we assign most of
them a Standard Morningstar Capital Allocation Rating. While we did consider a positive rating for
Blackstone, given its culture and ability to grow its operations at a much faster pace than its peers
without having to engage in much acquisition activity, we threw that weight behind the positive rating
we awarded to the firm on the Capital Investment Efficiency front. Overall, we'd prefer to see much
higher levels of share repurchases, especially as most of these firms continue to release additional
shares for the general partners, and dividend distributions have generally been either lackluster or
inconsistent for many firms.

Capital Investment Efficiency
In this final segment, we assess each firm's business reinvestment and acquisition track record. When
growth becomes harder to come by, we expect the US-based alternative asset managers to take a

variety of actions—including overhauling their leadership or investment processes or buying a
competitor with better performance, products, channel strength, or geographic diversity—and ensure
that management and the organizations overall can tackle their challenges. We look positively on firms
whose past actions have enhanced their economic moats and have the capital and the wherewithal to
continue to maintain their leadership positions, while looking skeptically on firms that continue to work
on repairing serious deficiencies in their structures and/or lack the capital and wherewithal to maintain
an economic moat (let alone defend their existing moat if they have one) longer term.

Looking at our coverage, we've given a positive rating to Blackstone alone, as the company has not only
done an exceptional job of defending its economic moat but also in investing for the future. Blackstone
believes that its ever-increasing scale, diversified business offerings, long record of investment
performance, rigorous investment process, and strong client relationships should position the firm to
not only perform well in a variety of market conditions but expand its managed assets and add
complementary businesses.

Exhibit 48 Capital Investment Efficiency Ratings for Alternative Asset Managers

Economic FPAUM

Company Ticker Moat (USD Bil) Rating
Blackstone BX Wide 906.2

Apollo Global Management APO Narrow 685.0 [
Brookfield Asset Management BAM Narrow 585.0

KKR & Company KKR Narrow 580.7 [
Ares Management ARES Narrow 367.6

Carlyle Group CG Narrow 3320 [
Blue Owl Capital owL Narrow 183.8

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

As for the negative ratings on Apollo and KKR, these reflect the moves by these two companies to buy
life insurance companies during the past five years. While the attractiveness of the more or less
permanent capital, which most alternative asset managers refer to as "perpetual capital," that exists
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within life insurance, reinsurance, and retroactive insurance was the primary driver for the deals,
they've also had to take on all of the assets and liabilities associated with those businesses, which has
depressed their returns—creating a greater level of dispersion in their ROICs relative to the non-life-
insurance owning peers. With KKR already investing far more of its own capital in its own funds than
other managers in our coverage, the purchase of Global Atlantic only added to the disparity in the firm's
return profile.

With Carlyle Group, we assigned the firm a negative Capital Investment Efficiency rating, reflective of
our concerns about the company's acquisition track record. Carlyle Group went through a rough patch
in the aftermath of the global financial crisis, with the purchases of majority stakes in credit hedge fund
manager Claren Road (2010), emerging-markets hedge fund manager Emerging Sovereign Group
(2011), and commodity-trading firm Vermillion (2012), as well as the company's full acquisition of fund
of hedge funds manager Diversified Global Asset Management (2013). These acquisitions all wound up
diluting operating results through the 2015-16 period and could generally be considered unsuccessful.

While the firm has had better results with its acquisitions of private equity firm AlpInvest Partners
(2011) and real estate multimanager Metropolitan (2013), it offloaded the latter firm with around the
same level of AUM that the real estate firm had when Carlyle first acquired it. With the founding
partners still around and exerting plenty of influence —like the unexpected firing of CEO Kewsong Lee in
early August 2022 less than a year and a half after Carlyle announced a strategic plan to accelerate
growth and increase shareholder value (both of which seemed to be coming to fruition) —we're not
completely convinced that the firm's appetite for acquisitions has disappeared. This matters because we
expect to eventually see a consolidation phase in the private equity markets and want to ensure that the
managers in our coverage are being both strategic and disciplined in their activities. Il
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Blackstone Is the Preeminent Alternative Asset Manager
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Wide-Moat-Rated Blackstone Is the Preeminent Alternative Asset Manager

For investors in the US-based alternative asset managers, there are more than a handful of quality firms
to choose from. For a heavier exposure to private investments in real estate/real assets, including a
focus on infrastructure investments and renewable power and transition investments, then Brookfield,
which derives 47% of its fee-earning AUM and 60% of its base management fees from real estate/real
assets, fits the bill. The company also derives 60% of its fee-earning AUM and 33% of its base
management fees from private credit if investors want heavier exposure to both segments. But if private
credit is the priority, then Apollo, with 86% of fee-earning AUM and 73% of base management fees
generated by the category, or Ares, with 66% and 65%, respectively, might it the ticket. Getting a larger
exposure to private equity might prove difficult, though, as only three firms derive more than 20% of
their fee-earning AUM from the category, which is significantly below the industry's 56% allocation.

Our top choice remains Blackstone, which is more broadly diversified than most of its peers and
operates with scale in each of the areas where it competes. We view the wide-moat-rated firm as the
preeminent alternative asset manager. With $1.242 trillion in total AUM, including $906.2 billion in fee-
earning AUM, at the end of September 2025, Blackstone is the largest alternative asset manager in the
world. It is also more broadly diversified than its peers, with 26% of fee-earning AUM and 33% of base
management fees coming from private equity, 31% and 35% from real estate/real assets, 34% and 25%
from private credit, and 9% and 7% from other alternatives, respectively. The company serves
institutional investors (84% of fee-earning AUM) and high-net-worth clients (16%). Blackstone operates
through 25 offices in the Americas, Europe and the Middle East, and the Asia-Pacific region, generating
76%, 16%, and 8% of its revenue, respectively, from these geographies.

For an industry that can be highly volatile, with the average three-year beta for the group of companies
we cover at 1.6 times, compared with 1.3 times for the traditional asset managers we cover, we believe it
pays to stick with high-quality firms that are more broadly diversified, especially since the market tends
to reward asset managers that have generated consistent levels of above-average organic growth and
above-average adjusted operating profitability over various market cycles. While that doesn't always
pan out the way we think it should, as Blackstone always seems to find a way to trail its peers, with as
much (if not more) standard deviation around its monthly, quarterly, and annual returns than its
brethren, we still believe that it will be the best holding for most long-term investors.
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Exhibit 49 2025 Has Been a More Difficult Year for the Alternative Asset Managers

1-Year 3-Year 5-Year 10-Year
Year-to-Date  Annualized  Annualized  Annualized  Annualized
Return Return Return Return Return
Blackstone -12.4% -21.0% 19.9% 22.8% 18.9%
Apollo Global Management -19.0% -23.5% 25.6% 26.5% 24.9%
KKR & Company -16.8% -24.5% 33.8% 27.1% 22.5%
Brookfield Asset Management 0.6% -4.7% —% —% —%
Ares Management -9.5% -8.8% 28.8% 30.7% 28.9%
Carlyle Group 10.8% 51% 23.5% 16.5% 14.1%
Blue Owl Capital -31.8% -33.2% 14.8% —% —%
Group Average -11.2% -15.8% 24.4% 24.7% 21.8%
S&P 500 TR Index 17.8% 15.0% 20.6% 15.3% 14.6%

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 28, 2025.

Looking at trailing investment performance, Blackstone has been outshined by Apollo, KKR, and Ares
when looked at on a 3-, 5-, and 10-year basis, even as it handily beat the market over the longer time
periods. Much of the underperformance for Blackstone and the group over the past year has been driven
by investor uncertainty, which has increased market volatility. While there was some excitement over a
more favorable operating environment and lower short-term rates when Republicans took the US
presidency and both houses of Congress in November 2024, the rally was squashed by the Trump
administration tariffs in April 2025. But that soon passed, with investors convinced that the tariffs would
not be as damaging as they first thought and an Al-driven equity market boom combined with
heightened expectations over lower short-term rates brought excitement back to the names. This was
dashed by the collapse of First Brands and Tricolor, which brought valuations back down to earth again,
despite the fact that none of the firms we cover were implicated in the losses and most of the problems
in those events could be tied back to more traditional lending products and not private credit.

And more recently, concerns about debt financing for technology companies, as well as broader
concerns about the US economy, have weighed on the shares of the alternative asset managers. While
not quite as leveraged to the markets as their traditional asset manager brethren, given that the
alternative asset managers tend to mark their holdings to model valuations as opposed to marking them
to market, the value of their publicly traded securities can act much like the more traditional asset
managers in more volatile and/or down markets, much as we saw during the 2022-23 selloff. Significant
market volatility, a prolonged economic downturn, and/or a disruption in one or more of their operating
segments (like investors are now expecting to happen in private credit) would ultimately impact the
value of their investments and hinder fundraising, deployment, and realization activity. And while there
would likely be a lag between and of those events and the ultimate impact on their bottom lines, given
that these firms mark to mark-to-model as opposed to mark-to-market, the markets tend to shoot first
and ask questions later.



Page 48 of 86

Financial Services Observer | December 4, 2025 | See disclosures at the end of this report.

Exhibit 50 Most of Our Alternative Asset Manager Coverage Have Outperformed the US Equity Markets During the Past Five-Plus Years
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

Of note is the fact that Blackstone's shares have been outperforming most of its peers, and more
importantly KKR and ARES, over the past year. And when looking back at three-year annualized returns,
we note that both KKR and Apollo got big one-day bumps of 12% and 6%, respectively, on the days that
it was announced that they would be added to the S&P 500 Index—this is known as the "index inclusion
effect"—in June 2024 and December 2024. Compare this with the 4% gain that Blackstone saw on the
day that it was announced that it would be added to the benchmark index in September 2023.

On top of that, Ares has been riding the wave of interest in private credit the past five-plus years, given
its large concentration in the segment. We've always been more cautious with firms that have large
concentrations in one particular product or asset class, since a downturn in that segment would be a
huge drag on the company’s operating performance, and that so far hasn't fully played out with Ares’
stock performance.

And Apollo is more concentrated in private credit than Ares is, with the firm being a bit of a hybrid
between an alternative asset manager and a life insurer, having acquired Athene in 2021-22, which
requires the firm to keep a lot more capital on its books than its asset-light brethren. The same could be
said of KKR, which not only acquired the life insurer Global Atlantic in multiple stake purchases during
2021-24 but has always invested a lot of its own capital in its own funds. These choices have weighed on
the ROICs of both Apollo and KKR, as they have required these firms to keep more assets and liabilities
on their balance sheets than their peers—with end of 2024 filings showing the two firms booking more
than 8 times the assets and 12 times the liabilities of Blackstone, which is the most asset heavy of the
remaining five other asset-light companies in our coverage.
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While Blackstone's shares, at 27.6 times and 22.8 times our estimates for 2025 and 2026 earnings per
share, respectively, are trading at a slight premium to the group average for the seven alternative asset
managers we cover, the company's shares are among the cheapest in the group right now on a price-to-
fair value estimate basis, trading at 84% of our fair value estimate (compared with 89% for the group
overall). The group overall has not been this cheap since the depths of the Federal Reserve's inflation-
busting short-term interest rate increases during 2022-23.

Exhibit 51 Increased Concerns Over the US Economy and Markets Have Tossed Around the Shares of the Alternative Asset Managers
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

While we generally prefer a 15% discount to our fair value estimates before recommending high-
uncertainty names like the alternative asset managers, which makes several names in our coverage look
attractive right now, we also encourage investors to be more selective when looking at these names. For
example, while Ares is currently trading at a similar price-to-fair value estimate ratio as Blackstone, it is
heavily concentrated in private credit, and as we noted above we've always been more cautious with
firms that have large concentrations in one particular product or asset class, since a downturn in that
segment would be a huge drag on the company’s operating performance. And while Blue Owl is also
trading at a similar discount to our fair value estimate as Blackstone is right now, we feel that its far
smaller scale relative to the rest of the group will put it at a disadvantage over the long run. As such, we
continue to prefer Blackstone, which is far more diversified from a fee-earning AUM and base
management fee perspective than almost all its peers and continues to be the largest fundraiser.

We recently raised our economic moat rating for Blackstone to wide from narrow, recognizing its
superior positioning relative to the rest of the publicly traded alternative asset managers. We consider
Blackstone to be the preeminent alternative-asset manager, with $1.242 trillion in total AUM, including
$906.2 billion in fee-earning AUM, at the end of September 2025. The company operates with scale in
each of its major product lines—private equity (26% of fee-earning AUM and 33% of base management
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fees), real estate/real assets (31% and 35%), private credit (34% and 25%), and other alternatives (9%
and 7%)—and is far more diversified than its peers. Institutional investors account for 83% of the firm's
fee-earning AUM, with the remainder coming from the high-net-worth channel and retail product
offerings. Blackstone operates through 25 offices in the Americas, Europe and the Middle East, and the
Asia-Pacific region. With demand for alternatives increasing and institutional investors limiting the
number of providers they use, large-scale players like Blackstone are well positioned to continue
fundraising, making deployments, and experiencing realizations well above its peers.

When looking at the attributes that we assess when rating the competitive strengths and weaknesses of
the alternative asset managers, we rate the company highly in almost every category. In our view,
Blackstone has utilized its broad product portfolio, performance track record, and cadre of dedicated
professionals to raise massive amounts of capital and maintain its reputation as the go-to asset
manager for investors looking for exposure to alternative assets. The wide-moat firm has outscored all
of our alternative asset-manangement coverage in almost every category in our appraisal system.

Exhibit 52 Economic Moat Heat Map for Blackstone

Differentiation Repeatable/Adaptable Processes
AUM Scale Efficiency Fundraising

Product Breadth & Geographic Reach Deployments & Realizations
Distribution Channel Strength Performance & Reputation
Switching Costs Strength Culture & Stewardship

Capital Investment Efficiency

Cost Effectiveness
Fee Pricing Power
Fee Diversity & Exposure

3-Year Avg. Historical Adjusted ROICs 22.0%
5-Year Avg. Forward Adjusted ROICs 23.4%

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

Differentiation

AUM Scale Efficiency: Blackstone received a positive mark for its AUM scale efficiency with average

adjusted operating margins in excess of 45% over the past five years and a more moderate amount of

operating leverage than its peers. With the business of asset management requiring little in the way of

capital investment, the ROICs produced by individual companies can be extremely high, so being able to

discern which firms are likely to not only generate excess returns but can do so with relatively little

variance is far more useful when assessing the width and duration of their economic moats.

Product Breadth & Geographic Reach: With the industry so heavily weighted toward private equity, and

a lot of firms being US-centric, we've generally held Blackstone up as the prime example of what we'd

like to see from a product diversification perspective, with some work still needed to be done on

expanding its non-US operations. Blackstone received a positive mark here.

» Distribution Channel Strength: Blackstone received a positive mark as well for distribution channel
strength. The firm primarily serves institutional investors (84% of AUM) and high-net-worth clients
(16%) and operates with scale in each of these distribution channels. Blackstone employs its own

v

v
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dedicated distribution platform through 25 offices in the Americas, Europe/Middle East, and the Asia-
Pacific region. The company has also been at the forefront of the push for retail channel penetration.

Exhibit 53 Blackstone Is the Prime Example of What We'd Like to See From a Product and Revenue Diversification Perspective

Fee-Earning AUM Base Management Fees
O Private Equity 26% O Private Equity 33%
O Private Credit 34% O Private Credit 25%
O Real Estate/Assets 31% O Real Estate/Assets 35%
Other Alternatives % Other Alternatives %

¢

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Sept. 30, 2025.
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Switching Costs Strength: Products offered by alternative asset managers can have lockup periods
attached to them, which prevent investors from redeeming part or all of their investment for a prolonged
period of time, as well as redemption gates. These arrangements have allowed Blackstone, which
received a positive mark in this category, to post an annual retention rate of 94% (93%) on average
annually for the past five (10) years.

Cost Effectiveness

Fee Pricing Power: On the one hand, Blackstone should receive a neutral mark in this category, with fees
for alternative investment funds tending to be among the highest in the asset-management industry
(and that's even before performance fees are included) but with minimal fee compression. That said,
we're more focused on where firms sit relative to each other, and we've given Blackstone a positive
rating given that its fee rates tend to be on par with industry averages, while the firm's fee compression
has been lower than the group average.

Fee Diversity & Exposure: Unfortunately, very few of the alternative asset managers provide revenue
breakdowns by geography and distribution channel, so we have to get creative to make comparisons
across the industry. We ended up giving a positive rating to Blackstone, as the firm has fairly diversified
revenue streams based on its fee-earning AUM, and while the company's geographic diversification
could be greater than it currently is, it wasn't enough to ward us off.

Repeatable/Adaptable Processes

Fundraising Abilities: Blackstone has been the largest fundraiser in the industry during the past decade,
pulling in $1.418 trillion with its private equity ($337.8 billion), private debt ($548.7 billion), real
estate/real assets ($418.8 billion), and other alternative funds ($112.7 billion). The company accounted
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for 11% (9%) of total new capital raised for alternative products during 2020-24 (2015-24) —including
20% (18%) of private credit totals, 20% (14%) of real estate/real assets, 5% (4%) of private equity, and 6%
(7%) of our other alternatives category. On top of that, the firm raised nearly as much capital as its two
largest competitors—Apollo and Brookfield—on a combined basis the past five (10) years.

Exhibit 54 Blackstone Has Been the Largest Fundraiser in Our Coverage Universe During the Past Decade
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

» Deployment & Realization Capabilities: Deployments are important for generating fund returns as well
as justifying management fees, raising future funds, and managing investor expectations. As for
realizations, harvesting activity locks in returns, generates capital for future investments and/or
distributions to investors, and ensures that carried interest can be paid out to managers. Over the past
five years, Blackstone and Apollo have both deployed nearly twice as much capital as Brookfield and
KKR, while Ares, Carlyle Group, and Blue Owl have trailed the rest of the group. Most managers are less
forthcoming with realization levels, but Blackstone seems to be a market leader on that front, as well.

» Investment Performance & Manager Reputation: Blackstone received positive marks for its fund
performance and manager reputation, with the firm's two largest segments continuing to outperform.
Total IRRs for its private equity segment of 15% is slightly above the industry average of 14.2%, while its
real estate/asset segment's total IRRs were also slightly higher (9%) than the industry average (8.8%).
Blackstone's private credit segment has outperformed, though, with total IRRs (of 10%) being higher
than the industry average (7.3%), while the company's other alts segment has been more volatile.

» Culture & Stewardship: Blackstone received a neutral mark for culture and fund stewardship. Although

it is easy to dismiss culture as something that cannot be measured, we believe that over the long run
asset managers with a single corporate culture dedicated to a common purpose (which is ultimately
reflected in the consistency of their investment performance, their rate of organic growth, the focus and
importance that is placed on risk management, and the amount of employee turnover they experience)
tend to perform better than companies operating with less cohesive and/or inconsistent organizations.
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» Capital Investment Efficiency: We've given a positive rating to Blackstone alone in this category, as the
company has not only done an exceptional job of defending its economic moat but in investing for the
future. Blackstone believes its ever-increasing scale, diversified business offerings, performance track
record, rigorous investment process, and strong client relationships position the firm to not only
perform well in a variety of market conditions but expand its AUM and add complementary businesses.

Exhibit 55 Blackstone Is Expected to Continue to Earn Excess Returns Over the Long Run
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

We believe all these attributes have provided Blackstone with the ability to compete more aggressively
for new funds, deploy capital effectively, and get better terms when exiting investments, as well as a
means of differentiating itself from peers. We expect the advantages the firm has developed over the
years will allow the company to continue to earn excess returns over the next 10 to 20 years. Il
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Biggest Alternative Asset Managers Solidifying Moats With Continued Capture of Market Share
When we rolled out coverage of three of the US-based alternative asset managers—Blackstone, KKR &
Company, and Carlyle Group—several years ago, our intention was to pick up the other two large
publicly trade private capital firms—Apollo Global Management and Ares Management—over time.
With both Brookfield Asset Management and Blue Owl Capital also hitting the US market with their own
stock offerings during the past few years, we have now initiated coverage of all four of those names and
have also reviewed our economic moat ratings for the three firms we already covered, noting above that
we have raised the moat rating for Blackstone from narrow to wide.

Apollo Is a Leveraged Bet on the Private Credit Markets and Needs to Diversify Some

We've initiated coverage of Apollo Global Management with a narrow moat rating. We believe that
Apollo, which generates an overwhelming majority of its operating earnings from its asset management
operations, with its insurance operations basically being a break-even business from an underwriting
perspective, has develped the ability to compete aggressively for new funds, deploy capital effectively,
and get better terms when exiting investments as a means of differentiating itself from peers.

Adjusted ROICs have averaged 22.2% annually during the past decade, with excess returns of 1,300
basis points on average relative to our estimate of the company's cost of capital of 8.6%. We note that
following the acquisition of life insurer Athene in 2021, Apollo's ROICs have been suppressed (given the
additional assets and liabilities the firm must maintian on its balance sheet), with adjusted ROICs
averaging 14.1% annually during the past five years.

While we generally view life insurance as a no-moat business, there is some benefit provided for
Apollo's asset-management arm, which has access to the more or less permanent capital —referred to
as "perpetual capital" in the industry—that exists in life insurance, reinsurance, and retroactive
insurance, allowing for more stable management fees, as well as the ability to seed annuities and
private wealth funds with its own alternative asset offerings.

Looking out over the next decade, and assuming that the insurance business remains a break-even
operation from an underwriting perspective, we see Apollo generating adjusted ROICs of 17.8% on
average annually, with excess returns of 900 basis points on average each year. Qur forecast for
competitor KKR & Company, which has also taken the plunge with an insurance company, has that firm
generating adjusted ROICs of 16.9% on average annually, with a similar excess return profile. Most of
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this improvement will be driven by the level of interest that still exists for alternatives as well as the
potential for the retail market to open up gradually to the alternative asset managers.

Apollo is one of the world's largest alternative asset managers, with $908.4 billion in total AUM,
including $685.0 billion in fee-earning AUM, at the end of September 2025. The company has two core
operating segments: asset management (which includes private equity, real estate/real assets, and
private credit funds) and retirement services (following the firm's initial investment in, and then
ultimate purchase of, Athene, which specializes in issuing, reinsuring, and acquiring retirement savings
products—basically an annuity-based life insurer reported as retirement services).

Within the asset-management business, Apollo has gone from being a pioneer in the alternative-asset
management industry nearly four decades ago to being the third largest stand-alone alternative-asset
manager on a total AUM basis and the second-largest on a fee-earning AUM basis. Apollo operates with
scale in each of its major product lines—private equity (with $125.6 billion in total AUM and $71.7 billion
in fee-earning AUM), real estate/real assets ($59.6 billion/$27.1 billion), and private credit ($723.2
billion/$586.2 billion)—and has a distribution profile that is likely not too far off from the industry
averages at 84% institutional investors and 16% high-net-worth clients.

When looking at the attributes that we assess when rating the competitive strengths and weaknesses of
the alternative asset managers, we've focused solely on Apollo's asset management business, noting
that the company has generated solid but mixed ratings across each segment. Even so, we've
determined that Apollo has done enough with its broad product portfolio, performance track record, and
cadre of dedicated professionals to raise capital effectively and maintain its reputation as a go-to firm
for investors looking for exposure to alternative assets.

Exhibit 56 Economic Moat Heat Map for Apollo Global Management

Differentiation Repeatable/Adaptable Processes
AUM Scale Efficiency Fundraising
Product Breadth & Geographic Reach - Deployments & Realizations
Distribution Channel Strength Performance & Reputation
Switching Costs Strength Culture & Stewardship
Capital Investment Efficiency [
Cost Effectiveness
Fee Pricing Power 3-Year Avg. Historical Adjusted ROICs 13.2%
Fee Diversity & Exposure I 5-vear Avg. Forward Adjusted ROICs 17.6%

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

Differentiation

AUM Scale Efficiency: Apollo, while not the epitome of average that KKR has been, is not too far off the
mark, generating an adjusted EBIT margin of 39.4% on average during 2020-24 with operating leverage
of 3.7 times, compared with the group average of 37.3% and 3.1, respectively. This leaves it with a
neutral rating. With the business of asset management requiring little in the way of capital investment,
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the ROICs produced by individual companies can be extremely high, so being able to discern which
firms are likely to not only generate excess returns but can do so with relatively little variance is far
more useful when assessing the width and duration of their economic moats.

» Product Breadth & Geographic Reach: With the industry so heavily weighted toward private equity, and
a lot of firms being US-centric, we've generally held Blackstone up as the prime example of what we'd
like to see from a product diversification perspective. Apollo, on the other hand, looks like it could end
up being an abject lesson in "not putting all of your eggs in the same basket." At the end of the third
quarter of 2025, the firm derived 86% of its fee-earning AUM and more than 70% of its revenue from its
private-credit operations. From a diversification perspective, we feel that Apollo would do well to
balance out its exposure to private credit by expanding its real estate/real assets (4% of fee-earning
AUM) and private equity (10%) platforms. The firm gets a negative rating here.

» Distribution Channel Strength: Apollo received a neutral mark for distribution channel strength, given
that the firm has released little information on its distribution profile (which likely looks like the industry
overall at 85% institutional and 16% high-net-worth clients. Apollo does, however, get credit for
employing its own dedicated distribution platform through a number of offices around the globe.

Exhibit 57 Apollo Is a Leveraged Bet on Private Credit Markets and Needs to Diversify Some To Limit Its Concentration Risk

Fee-Earning AUM Base Management Fees
O Private Equity 10% O Private Equity 20%
‘ ' O Private Credit 86% O Private Credit 2%
O Real Estate/Assets 4% O Real Estate/Assets 8%

Other Alternatives 0% Other Alternatives 0%

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Sept. 30, 2025.

» Switching Costs Strength: Products offered by alternative asset managers can have lockup periods
attached to them, which prevent investors from redeeming part or all of their investments for a
prolonged period of time, as well as redemption gates. These arrangements have allowed Apollo, which
received a neutral rating, to post an annual retention rate of around 90% annually during the past
decade. We went with neutral over positive here because of the heavy concentration in private-credit
offerings, which tend to have lower lookup periods than either private equity or real estate/real assets.
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Cost Effectiveness

» Fee Pricing Power: On the one hand, Apollo should receive a neutral mark in this category, with fees for
alternative investment funds tending to be among the highest in the asset-management industry (and
that's even before performance fees are included) but with minimal fee compression. That said, we're
more focused on where firms sit relative to each other, giving Apollo a positive mark given that its fee
rates tend to be below industry averages and have seen less fee compression than the rest of the group.

» Fee Diversity & Exposure: Unfortunately, very few of the managers we cover provide revenue
breakdowns by geography and distribution channel, so we had to get a bit creative to make
comparisons across the industry. We've given a negative rating to Apollo, as the firm's revenue stream is
concentrated in private credit, which accounts for 86% of its fee-earning AUM and 72% of base
management fees, compared with 10%/20% from private equity and 4%/8% from real estate/real assets.

Repeatable/Adaptable Processes

» Fundraising Abilities: Apollo has been the second-largest fundraiser among stand-alone publicly traded
alternative asset managers during the past decade, pulling in $1.022 trillion with its private equity
($114.7 billion), private debt ($821.6 billion), and real estate/real assets ($85.6 billion). The company
accounted for 28% (26%) of the industry's private debt segment fundraising during the past five (10)
years, 3% (3%) of new commitments for real estate/real asset funds, and 1% (1%) of the capital being
raised for private equity/venture capital funds. Overall, Apollo accounted for 8% (6%) of total new
commitments to alternative products during 2020-24 (2015-24), second only to Blackstone at 11% (10%).
While we would normally have gone with a positive rating here, we have gone with neutral owing to the
firm's large concentration in private credit (86% of its fee-earning AUM).

Exhibit 58 Apollo's Fundraising Efforts Have Accelerated Since It Closed the Athene Acquisition in Early 2022
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.
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Deployment & Realization Capabilities: Deployments are important for generating fund returns as well

as justifying management fees, raising future funds, and managing investor expectations. As for

realizations, harvesting activity locks in returns, generates capital for future investments and/or
distributions to investors, and ensures that carried interest can be paid out to managers. Over the past
five years, Blackstone and Apollo have both deployed nearly twice as much capital as Brookfield and

KKR, while Ares, Carlyle Group, and Blue Owl have trailed the rest of the group. Most managers are less

than forthcoming with realization levels, but Apollo seems to be a leader on that front, as well.

» Investment Performance & Manager Reputation: Apollo has received a neutral mark for its fund
performance and manager reputation with the firm's three segments continuing to outperform, with
total IRRs for its private equity segment of 18.2% above the industry average of 14.2%, its private credit
posting total IRRs that were also higher (8.2%) than the industry average (7.3%), and its real estate/real
assets operations generating IRRs around the industry average. Again, we would have gone with a
positive rating here, as we did with KKR, which has had similar performance figures, but Apollo's
concentration risk in private credit has given us pause.

» Culture & Stewardship: Apollo has received a neutral mark for its culture and fund stewardship.

Although it is easy to dismiss culture as something that cannot be measured, we believe that over the

long run asset managers with a single corporate culture dedicated to a common purpose (which is

ultimately reflected in the consistency of their investment performance, their rate of organic growth, the
focus and importance that is placed on risk management, and the amount of employee turnover they
experience) tend to perform better than companies operating with less cohesive and/or inconsistent
organizations.

Exhibit 59 Apollo's Private Credit Concentration Will Keep ROICs From Recovering as Much as KKR's
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

» Capital Investment Efficiency: We've given a negative rating to Apollo, just as we have to KKR, because
of the impacts that the acquisition of life insurance operations are having on their balance sheets and
ability to generate returns more on par with their peers. While the firm's ROICs had historically been on
par with peers, the company's purchase of Athene, an insurer focused on annuities, life insurance, and
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reinsurance, in a series of equity stake purchases in 2021 has weighed on returns (given the additional
assets and liabilities that Apollo had to book on its balance sheet after acquiring the life insurer).

Investors in Apollo are essentially betting that the company's solid investment record and fundraising
capabilities will continue, with the insurance operations allowing for more stable management fees, as
well as the ability to seed annuities and private wealth funds with its own alternative asset offerings.
While we have confidence in the firm's ability to earn excess returns over the next 10 years, we believe it
will become increasingly difficult for the company to do so longer term, as increased competition,
greater pressure on fees, and general maturing of the segment will likely weigh on results. In particular,
we expect competition for new investor capital—which has traditionally centered on manager
reputation, fund size, and investment performance—to only increase over the next decade, especially
with more traditional asset managers like BlackRock increasing their exposure to alternatives and
showing a willingness to be fungible on fees (given that management and performance fees in this part
of the market are significantly higher than what most traditional asset managers are earning with their
core product offerings). We suspect that this may have been part of the reason KKR acquired Global
Atlantic and KIR Management during the past five years.

KKR Has Evolved From a Private Equity Pioneer to a Hybrid Provider of Alternative Assets

We have reaffirmed our narrow moat rating on KKR & Company, which generates an overwhelming part
of its operating earnings from its asset management operations, with its insurance operations basically
being a break-even business from an underwriting perspective over time. Adjusted ROICs have
averaged 13.7% annually the past decade, with excess returns of 500 basis points on average relative to
our estimate of the company's cost of capital of 8.3%. While the firm's ROICs have historically trailed
peers, owing to KKR investing a lot of its own capital in its funds, the company's purchase of Global
Atlantic, an insurer focused on annuities, life insurance, and reinsurance, in a series of equity stake
purchases during 2021-24, has weighed on returns (given the additional assets and liabilities KKR had
to book on its balance sheet after acquiring the life insurer).

We generally view life insurance as a no-moat business but ackowledge that there is some benefit
provided for KKR's asset-management arm, which has access to more or less permanent capital —
referred to as "perpetual capital" in the industry —that exists in life insurance, reinsurance, and
retroactive insurance, allowing for more stable management fees as well as the ability to seed annuities
and private wealth funds with its own alternative asset offerings.

Looking out over the next decade, and assuming that the insurance business remains a break-even
operation from an underwriting perspective, we see the firm generating adjusted ROICs of 16.9% on
average annually, with excess returns of around 900 basis points annually. Most of this improvement
will be driven by the level of interest that still exists for alternatives as well as the potential for the retail
market to open up gradually to the alternative asset managers.

KKR is one of the world's largest alternative asset managers, with $723.2 billion in total AUM, including
$585.0 billion in fee-earning AUM, at the end of September 2025. The company has two core segments:
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asset management (which includes private markets—private equity, credit, infrastructure, energy, and
real estate—and public markets—primarily credit and hedge/investment fund platforms) and
insurance. On the asset management side, private markets account for 52% of fee-earning AUM and
70% of base management fees, while public markets account for 48% and 30%, respectively. On the
insurance side, following the company's purchase of Global Atlantic Financial Group, KKR has exposure
to retirement/annuity and life insurance lines as well as reinsurance and retroactive insurance.

All these attributes have, in our view, provided KKR with the ability to compete more aggressively for
new funds, deploy capital effectively, get better terms when exiting investments, and as a means of
differentiating itself from peers. When looking at the attributes that we assess when rating the
competitive strengths and weaknesses of the alternative asset managers, we've focused solely on KKR's
asset management business, noting that the company has generated solid but mixed ratings across
each segment. Even so, we've determined that KKR has done enough with its broad product portfolio,
performance track record, and cadre of dedicated professionals to raise capital effectively and maintain
its reputation as a go-to firm for investors looking for exposure to alternative assets.

Exhibit 60 Economic Moat Heat Map for KKR & Company

Differentiation Repeatable/Adaptable Processes
AUM Scale Efficiency Fundraising
Product Breadth & Geographic Reach Deployments & Realizations
Distribution Channel Strength Performance & Reputation
Switching Costs Strength Culture & Stewardship
Capital Investment Efficiency [ ]
Cost Effectiveness
Fee Pricing Power 3-Year Avg. Historical Adjusted ROICs 16.2%
Fee Diversity & Exposure 5-Year Avg. Forward Adjusted ROICs 16.7%

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

Differentiation

» AUM Scale Efficiency: KKR is the epitome of average, generating an adjusted EBIT margin of 36.9% on
average during 2020-24 with operating leverage of 3.0 times, compared with the group average of 37.3%
and 3.1, respectively. This leaves it with a neutral rating. With the business of asset management
requiring little in the way of capital investment, the ROICs produced by individual companies can be
extremely high, so being able to discern which firms are likely to not only generate excess returns but
can do so with relatively little variance is far more useful when assessing the width and duration of their
economic moats. While the insurance business has weighed down KKR's ROICs, it also brings more
stability to the firm's returns, which we think will serve investors well over the long run.

» Product Breadth & Geographic Reach: With the private capital markets so heavily weighted toward
private equity, and a lot of firms being US-centric, we've generally held Blackstone up as the prime
example of what we'd like to see from a product diversification perspective. KKR, on the other hand,
looks more like Brookfield, which we've rated as neutral. While it is likely there are some other
alternative assets within KKR's reported categories, the firm has only broken out the three groups. From
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a diversification perspective, KKR would do well to balance out its exposure to private credit (48% of fee-
earning AUM), real estate/real assets (27%), and private equity (25%) over time.

Exhibit 61 KKR Would Do Well To Balance Out Its Exposure to Private Credit, Real Estate/Real Assets, and Private Equity Over Time

Fee-Earning AUM

Base Management Fees
O Private Equity 25% O Private Equity 37%
O Private Credit 48% O Private Credit 30%
O Real Estate/Assets 21% O Real Estate/Assets 33%
Other Alternatives 0% Other Alternatives 0%

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Sept. 30, 2025.

» Distribution Channel Strength: KKR received a neutral mark for distribution channel strength, given that
the firm has released little information on its distribution profile (which likely looks like the industry
overall at 85% institutional and 16% high-net-worth clients). KKR does, however, employ its own
dedicated distribution platform through a number of offices located in multiple countries and regions
around the world—including China, South Korea, Japan, India, Australia, the United Kingdom, the
European Union, United Arab Emirates, and Saudi Arabia.

» Switching Costs Strength: Products offered by alternative asset managers can have lockup periods
attached to them, which prevent investors from redeeming part or all of their investments for a
prolonged period of time, as well as redemption gates. These arrangements have allowed KKR to post an
annual retention rate of 90% (89%) on average annually for the past five (10) years. Additionally, roughly
93% of KKR's fee-earning AUM consists of capital that is either not subject to redemption for at least
eight years from inception or is what the company refers to as "perpetual capital."

Cost Effectiveness
» Fee Pricing Power: On the one hand, KKR should receive a neutral mark in this category, with fees for
alternative investment funds tending to be among the highest in the asset-management industry (and
that's even before performance fees are included) but with minimal fee compression. That said, we're
more focused on where firms sit relative to each other, and we've given KKR a neutral rating given that
its fee rates, which tend to be below industry averages, have seen greater degrees of fee compression at
times than what we have seen in the rest of the group.
Fee Diversity & Exposure: Unfortunately, very few of the alternative asset managers provide revenue
breakdowns by geography and distribution channel, so we have to get creative to make comparisons
across the industry. We ended up giving a positive rating to KKR, as the firm has fairly diversified

v



Page 62 of 86

Financial Services Observer | December 4, 2025 | See disclosures at the end of this report.

revenue streams based on its fee-earning AUM, and although the company's geographic diversification
could be greater than it is, that wasn't enough to ward us off.

Repeatable/Adaptable Processes

» Fundraising Abilities: KKR has been the third largest fundraiser among the stand-alone publicly traded
alternative asset managers we cover during the past decade, pulling in $645.0 billion with its private
equity ($195.4 billion), private debt ($307.2 billion), and real estate/real asset ($142.4 billion) during
2015-24. While this was less than two-thirds of the capital that Blackstone raised the past decade, KKR
still accounted for 10% (10%) of the industry's private debt segment fundraising during the past five (10)
years, 9% (5%) of new commitments for real estate/real asset funds, and 3% (2%) of the capital being
raised for private equity funds. Overall, KKR accounted for 5% (4%) of total new capital raised in the
private markets during 2020-24 (2015-24), earning it a neutral rating in this category.

Exhibit 62 KKR's Fundraising Efforts Have Picked Up Dramatically Since It Started Working With (and Eventually Acquired) Global Atlantic
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

» Deployment & Realization Capabilities: Deployments are important for generating fund returns as well
as justifying management fees, raising future funds, and managing investor expectations. As for
realizations, harvesting activity locks in returns, generates capital for future investments and/or
distributions to investors, and ensures that carried interest can be paid out to managers. Over the past
five years, Blackstone and Apollo have both deployed nearly twice as much capital as Brookfield and
KKR, while Ares, Carlyle Group, and Blue Owl have trailed the rest of the group. Most managers are less
forthcoming with realization levels, but KKR seems to be doing all right in that regard.

» Investment Performance & Manager Reputation: KKR received a positive mark for its fund performance
and manager reputation with the firm's three segments continuing to outperform, with total IRRs for its
private equity segment of 18.6% above the industry average of 14.2%, its private credit posting total IRRs
that were also higher (8.0%) than the industry average (7.3%), and its real estate/real assets operations



Page 63 of 86

Financial Services Observer | December 4, 2025 | See disclosures at the end of this report.

v

generating IRRs just above the industry average (8.8%). KKR's manager reputation is highly regarded as
a global investment powerhouse in the alternative-asset management industry.

Culture & Stewardship: KKR received a neutral mark for its culture and fund stewardship. Although it is
easy to dismiss culture as something that cannot be measured, we believe that over the long run asset
managers with a single corporate culture dedicated to a common purpose (which is ultimately reflected
in the consistency of their investment performance, their rate of organic growth, the focus and
importance that is placed on risk management, and the amount of employee turnover they experience)
tend to perform better than companies operating with less cohesive and/or inconsistent organizations.
Capital Investment Efficiency: We've given a negative rating to KKR, just as we have to Apollo, because
of the impacts that the acquisitions of life insurance operations are having on their balance sheets and
ability to generate returns more on par with their peers. While the firm's ROICs have historically trailed
peers, owing to KKR investing a lot of its own capital in its funds, the company's purchase of Global
Atlantic, an insurer focused on annuities, life insurance, and reinsurance, in a series of equity stake
purchases during 2021-24, has weighed on ROICs (given the additional assets and liabilities that KKR
has to maintain on its balance sheet due to its ownership of Global Atlantic).

Exhibit 63 While the Insurance Business Has Weighed on ROICs, KKR's Returns Should Improve Over Time
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

Investors in KKR are essentially betting that the company's solid investment record and fundraising
capabilities will continue, with the insurance operations allowing for more stable management fees as
well as the ability to seed annuities and private wealth funds with its own alternative asset offerings.
While we have confidence in the firm's ability to earn excess returns over the next 10 years, we believe it
will become increasingly difficult for the company to do so longer term, as increased competition
(including from more traditional asset managers like BlackRock), greater pressure on fees, and a
general maturing of the segment over time will likely weigh on results.

In particular, we expect competition for new investor capital —which has traditionally centered on
manager reputation, fund size, and investment performance —to only increase over the next decade,
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especially with more traditional asset managers like BlackRock increasing their exposure to alternatives
and showing a willingness to be fungible on fees (given that management and performance fees in this
part of the market are significantly higher than what most traditional asset managers are earning with
their core product offerings). We suspect that this may have been part of the reason KKR acquired
Global Atlantic and KIR Management during the past five years.

Brookfield Has Benefited From Its Greater Focus on Real Estate/Real Assets and Private Credit

We recently initiated coverage of Brookfield Asset Management, an alternative asset manager that
focuses primarily on private credit and real estate/real assets, with a narrow moat rating. Brookfield has
built up a solid position in the alternative-asset management industry by initially focusing on real
estate/real assets—including funds dedicated to real estate, infrastructure, and renewable energy and
energy transition—and then more heavily on private credit. It had relied on its reputation, fairly broad
product portfolio, performance history, and cadre of dedicated professionals to maintain its standing as
a go-to firm for institutional and high-net-worth investors looking for exposure to alternative assets.

With $1.151 trillion in total AUM, including $580.7 billion in fee-earning AUM at the end of September
2025, Brookfiled is among the top five largest stand-alone alternative asset managers. The company's
portfolio is somewhat diversified across its three main focus areas: private credit ($349.0 billion in total
AUM and $262.8 billion in fee-earning AUM), private equity, ($151.0 billion/$46.3 billion), and real
estate/real assets ($651.0 billion/$271.6 billion). While we'd like to see a bit more diversification, given
the firm's heavier commitmnet to real estate/real assets and private credit, it still operates with
reasonable amounts of scale in private equity. The firm is also diversified globally with 67% of revenue
coming from the Americas, 20% from EMEA, and 13% from the Asia-Pacific region.

Exhibit 64 Economic Moat Heat Map for Brookfield Asset Management

Differentiation Repeatable/Adaptable Processes
AUM Scale Efficiency Fundraising
Product Breadth & Geographic Reach Deployments & Realizations
Distribution Channel Strength Performance & Reputation
Switching Costs Strength Culture & Stewardship
Capital Investment Efficiency
Cost Effectiveness
Fee Pricing Power 3-Year Avg. Historical Adjusted ROICs 136.5%
Fee Diversity & Exposure 5-Year Avg. Forward Adjusted ROICs 68.2%

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

When looking at the attributes that we assess when rating the competitive strengths and weaknesses of
the alternative asset managers, Brookfield has generated fairly solid ratings across each segment. While
not quite enough to earn a wide moat rating, the firm continues to utilize its product portfolio,
performance track record, and cadre of dedicated professionals to raise capital effectively and maintain
its reputation as a go-to firm for investors looking for exposure to alternative assets.
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Differentiation

» AUM Scale Efficiency: Brookfield received a positive mark for its AUM scale efficiency with average
adjusted operating margins in excess of 50% over the past five years and a more moderate amount of
operating leverage than its peers. With the business of asset management requiring little in the way of
capital investment, the ROICs produced by individual companies can be extremely high, so being able to
discern which firms are likely to not only generate excess returns but can do so with relatively little
variance is far more useful when assessing the width and duration of their economic moats.

» Product Breadth & Geographic Reach: With the industry so heavily weighted toward private equity, and
a lot of firms being US-centric, we've generally held Blackstone up as the primary example of what we'd
like to see from a product diversification perspective. Brookfield, which is about as diversified as KKR, is
in the second-tier in our minds and would be well served to build up some scale in areas outside of
private credit and real estate/real assets. As such, the firm received a neutral mark here.

Exhibit 65 Brookfield's Fee-Earning AUM Is Almost Equally Split Between Private Credit and Real Este/Real Assets but Credit Drives Fee Revenue

Fee-Earning AUM Base Management Fees
O Private Equity 8% O Private Equity 9%
O Private Credit 46% O Private Credit 60%
O Real Estate/Assets 46% O Real Estate/Assets 31%
Other Alternatives 0% Other Alternatives 0%

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Sept. 30, 2025.

» Distribution Channel Strength: Brookfield received a neutral mark for distribution channel strength, with
8% of fee-earning AUM coming from the private wealth channel and 92% from institutional investors.
While more heavily concentrated in the institutional channel than the industry overall—84%
institutional clients and 16% high-net-worth investors—that's not enough for us to give the firm a
negative mark here. The company also gains points for having over 2,500 investment and asset
management professionals working out of 19 global offices in the Americas, EMEA, and the Asia-Pacific
region.

» Switching Costs Strength: Products offered by alternative asset managers can have lockup periods
attached to them, which prevent investors from redeeming part or all of their investments for a
prolonged period of time, as well as redemption gates. These arrangements have allowed BAM, which
received a positive mark in this category, to post an annual retention rate of more than 90% on average
for the past five years.
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Cost Effectiveness

» Fee Pricing Power: On the one hand, Brookfield should receive a neutral mark in this category, with fees
for alternative investment funds tending to be among the highest in the asset-management industry
(and that's even before performance fees are included) but with minimal fee compression. That said,
we're more focused on where firms sit relative to each other, and we've given Brookfield a neutral rating
due to its fee rates tending to be on par with industry averages and the firm's fee compression being in
line with what we're seeing from the group overall.

» Fee Diversity & Exposure: Unfortunately, very few of the alternative asset managers provide revenue
breakdowns by geography and distribution channel, so we have to get creative to make comparisons
across the industry. We ended up giving a neutral rating to BAM, influenced more by the concentration
of its fee-earning AUM and base management fees—with 45% (41%) coming from private credit and
47% (40%) from real estate/real assets. The company gains points, though, for geographic
diversification, with 67% of fee-based assets coming from the Americas (bested only by Ares with 62%),
20% from EMEA, and 13% from the Asia-Pacific region.

Exhibit 66 Brookfield's Limited Fundraising History Highlights the Firm's Greater Focus on Real Estate/Real Assets and Private Credit
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025. Private Capital Market data for Brookfield prior to 2020 was not reported regularly.

Repeatable/Adaptable Processes

» Fundraising Abilities: Brookfield has been the fourth-largest fundraiser among the stand-alone publicly
traded alternative asset managers we cover during the past five years, pulling in $430.0 billion with its
private equity ($31.5 billion), private credit ($242.0 billion), and real estate/real assets ($156.5 billion)
funds. Unfortunately, we only have a limited history of Brookfield's past fundraising efforts, so we can't
make comparisons over the past decade. Brookfield accounted for 13% of the industry's private debt
fundraising during 2020-24, 11% of new commitments for real estate/real asset funds, and 1% of the
capital being raised for private equity/venture capital funds. Overall, BAM accounted for 5% of total new
commitments to alternative products during the past five years. That said, the company was only
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marginally behind KKR ($428.6 billion in total fundraising) in the pecking order but still well off the pace
set by Blackstone ($911.5 billion) and Apollo ($635.9 billion), leading us to a neutral rating for the firm.
Deployment & Realization Capabilities: Deployments are important for generating fund returns, as well
as justifying management fees, raising future funds, and managing investor expectations. As for
realizations, harvesting activity locks in returns, generates capital for future investments and/or
distributions to investors, and ensures that carried interest can be paid out to managers. Over the past
five years, Blackstone and Apollo have both deployed nearly twice as much capital as Brookfield and
KKR, while Ares, Carlyle Group, and Blue Owl have trailed the rest of the group. We also note that among
the alternative asset managers we cover, Brookfield has the lowest ratio of fee-earning AUM to total
AUM at around 50%, which means it has tons of dry powder that has yet to be put to work. Most of this
undeployed capital is in real estate/real assets, such that if Brookfield brought its fee-earning AUM
levels up to the group average of 70%, real estate/real assets would make up a much larger portion of
fee-earning AUM (and base management fees). As for harvesting activity, the firm did not start
disclosing details on its monetizations until this year, with management noting that at the end of the
third quarter it had generated a record $46.2 billion in monetizations over the last 12 months. The
company is currently on pace to generate more than $45 billion in monetizations in 2025, with
harvesting activity expected to be $20 billion to $30 billion on average annually during 2026-29.
Investment Performance & Manager Reputation: Brookfield has received a neutral mark for its fund
performance and manager reputation, given the firm's less than regular updates on the IRR generated
by its funds. From what we could tell, though, Brookfield's real estate/real assets group (12% IRR) has
been superior to the industry (8.0%), private credit (9%) has been better than the industry (7.3%), and
private equity (20%) has outperformed the industry (14.2%).

Culture & Stewardship: The company received a neutral mark for its culture and fund stewardship.
Although it is easy to dismiss culture as something that cannot be measured, we believe that over the
long run asset managers with a single corporate culture dedicated to a common purpose (which is
ultimately reflected in the consistency of their investment performance, their rate of organic growth, the
focus and importance that is placed on risk management, and the amount of employee turnover they
experience) tend to perform better than companies operating with less cohesive and/or inconsistent
organizations.

Capital Investment Efficiency: We've given a neutral rating to Brookfield here, as well. The company
looks to create value by increasing the amount and quality of fee-related earnings and performance
income, net of associated costs, by raising more fee-bearing capital and delivering strong investment
performance. This enables Brookfield to generate performance income, such as carried interest, while
maintaining efficient operating margins. From what we can tell, the firm prefers to grow organically, as
opposed to through acquisitions, similar to the disciplined approach it apples to deployments (which
has left the firm with far more dry power than its peers).
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Exhibit 67 Brookfield Has Benefited From a Favorable Invested Capital Position When It Went Public
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

We believe all these attributes have provided Brookfield with the ability to compete more aggressively
for new funds, deploy capital effectively, and get better terms when exiting investments, as well as a
means of differentiating itself from peers. We expect the advantages that the firm has developed over
the years will allow the company to continue to earn excess returns over the next ten-plus years.

On a side note, the more we look at Brookfield, the more we are impressed with not only its operaitons
but its share performance. For a stock that has such limited float, with parent company Brookfield
Corporation owning 73% of Brookfield's outstanding Class A shares (with the corporation holding a 69%
stake and Brookfield Wealth Solutions owning 4% of the asset manager's outstanding shares), it has
been fairly stable compard with its peers.

Since the start of the year, Brookfield's shares have risen 0.6%, compared with an 11.2% decline on
average for the group of seven alternative asset-management firms that we cover and a 12.4% decline
for industry stalwart Blackstone. The stock's 4.7% decline year over year is also better the the 15.8%
decline seen in the industry as well as the 20.9% decline that Blackstone has seen in its shares. Should
the shares ever drop down into 4-star territory, which means that they'd be trading at a 15% discount to
our fair vlaue estimate, we'd readily recommend the company to long-term investors. As we noted
above, we genrally encourage investors to be more selective when looking at the alternative asset
managers, and we feel like Brookfield is a high-quality asset manager.

Ares Management Has Become More of a Leveraged Bet on the Private Credit Markets

We recently initiated coverage of Ares Management, an alternative asset manager with a heavy focus on
private credit, with a narrow moat rating. Ares, in our view, has built a solid position in the alternative-
asset management industry by focusing almost exclusively on private credit. It relies on its reputation,
fairly broad product portfolio, investment performance history, and cadre of dedicated professionals to
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not only raise capital but maintain its standing as a go-to firm for institutional and high-net-worth
investors looking for exposure to alternative assets.

With $595.7 billion in total AUM, including $367.6 billion in fee-earning AUM, at the end of September
2025, Ares is one of the world's largest stand-alone alternative asset managers. The company's portfolio
is somewhat diversified across its four main focus areas: private credit ($391.5 billion in total AUM and
$240.2 billion in fee-earning AUM), private equity, ($25.1 billion/$11.8 billion), real estate/real assets
($132.4 billion/$80.5 billion), and other alternatives ($46.7 billion/$35.1 billion). While we'd like to see a
bit more diversification, given the firm's outsize private credit exposure, it still operates with reasonable
amounts of scale in each category, in our view. The firm also has global reach, with more than 35 offices
in over 15 countries around the globe. With customer demand for alternatives strong and investors
looking to limit the number of providers they use, larger-scale players like Ares should be advantaged.

Exhibit 68 Economic Moat Heat Map for Ares Management

Differentiation Repeatable/Adaptable Processes
AUM Scale Efficiency B  rundnaising
Product Breadth & Geographic Reach [ Bl  Deployments & Realizations [ ]
Distribution Channel Strength Performance & Reputation
Switching Costs Strength Culture & Stewardship
Capital Investment Efficiency
Cost Effectiveness
Fee Pricing Power 3-Year Avg. Historical Adjusted ROICs 12.5%
Fee Diversity & Exposure I 5-veor Avg. Forward Adjusted ROICs 17.7%

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

When looking at the attributes that we assess when rating the competitive strengths and weaknesses of
the alternative asset managers, Ares has generated mixed ratings across each segment. Even so, we've
determined that the firm has done enough with its product portfolio, performance track record, and
cadre of dedicated professionals to raise capital effectively and maintain its reputation as a go-to firm
for investors looking for exposure to alternative assets.

Differentiation

AUM Scale Efficiency: Ares received a negative mark for its AUM scale efficiency with below average
adjusted operating margins of around 27% the past five years and much higher operating leverage than
its peers. With the business of asset management requiring little in the way of capital investment, the
ROICs produced by individual companies can be extremely high, so being able to discern which firms
are likely to not only generate excess returns but can do so with relatively little variance is far more
useful when assessing the width and duration of their economic moats.

Product Breadth & Geographic Reach: With the industry so heavily weighted toward private equity and a
lot of firms being US-centric, we've generally held Blackstone up as the primary example of what we'd
like to see from a product diversification perspective. Unfortunately, Ares is well off the mark, deriving
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3% of its fee-earning AUM from private equity, 66% from private credit, 21% from real estate/real assets,
and 10% from other alternatives. Ares received a negative rating here due to its concentration risk.

Exhibit 69 Ares Management Has Become More of a Leveraged Bet on the Private Credit Markets

Fee-Earning AUM Base Management Fees
O Private Equity 3%
O Private Credit 66%
O Real Estate/Assets 21%

Other Alternatives 10%

O Private Equity 4%
O Private Credit 65%
O Real Estate/Assets 24%

Other Alternatives %

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Sept. 30, 2025.

» Distribution Channel Strength: Ares received a positive mark for distribution channel strength, with 25%
of fee-earning AUM coming from pension plans, 21% from banks, 15% from insurance companies, 9%
from sovereign wealth funds, 12% from other institutional investors, 6% for high-net-worth investors,
and 13% from retail offerings. While we would like to see more high-net-worth exposure for Ares, we
suspect that the firm derives some from its asset manager exposure, and, in all likelihood, its bank
segment, or private banking, operations are private wealth related.

» Switching Costs Strength: Products offered by alternative asset managers can have lockup periods
attached to them, which prevent investors from redeeming part or all of their investments for a
prolonged period of time, as well as redemption gates. These arrangements have allowed Ares to post
an annual retention rate of 90% (88%) on average annually for the past five (10) years, which has been
slightly worse than industry leaders like Blackstone.

Cost Effectiveness

Fee Pricing Power: On the one hand, Ares should receive a neutral mark in this category, with fees for
alternative investment funds tending to be among the highest in the asset-management industry (and
that's even before performance fees are included) but with minimal fee compression. That said, we're
more focused on where firms sit relative to each other, giving Ares a positive rating due to its fee rates
tending to be around the industry average and fee compression being below the group average.

Fee Diversity & Exposure: Unfortunately, very few of the alternative asset managers provide revenue
breakdowns by geography and distribution channel, so we have to get creative to make comparisons
across the industry. We ended up giving a negative rating to Ares, as the firm derives 65% of base
management fees from private credit, compared with 24%, 7%, and 4%, respectively, from real
estate/real assets, other alternatives, and private equity.

v

v
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Repeatable/Adaptable Processes

» Fundraising Abilities: While the firm was the fourth largest fundraiser in our coverage, pulling in $524.2
billion (including debt commitments) with its platform, it still trailed larger peers like Blackstone, Apollo,
KKR, and Brookfield by a decent margin. Accounting for 4% (3%) of total new commitments to
alternative products during 2020-24 (2015-24)—including 13% (12%) of private credit, 3% (2%) of real
estate/real assets, 0% (0%) of private equity, and 4% (3%) of other alternatives, Ares rated neutral here.

Exhibit 70 Ares Has Been a Fundraising Behemoth on the Private Credit Side of the Business
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

» Deployment & Realization Capabilities: Deployments are important for generating fund returns, as well
as justifying management fees, raising future funds, and managing investor expectations. As for
realizations, harvesting activity locks in returns, generates capital for future investments and/or
distributions to investors, and ensures that carried interest can be paid out to managers. Over the past
five years, Blackstone and Apollo have both deployed nearly twice as much capital as Brookfield and
KKR, while Ares, Carlyle Group, and Blue Owl have trailed the rest of the group, leading to our negative
rating for Ares. The firm has not been good about disclosing realization information on a regular basis.

» Investment Performance & Manager Reputation: Ares received a neutral rating for performance and
manager reputation, even as the firm's two largest segments continue to outperform, posting total IRRs
for its private credit segment of 11.0% above the industry average of 7.3%, with its real estate/real assets
segment generating IRRs of 9.4% compared with 8.8% for the industry. The firm's private equity and
other alternatives segments have, however, underperformed, posting returns of 11.7% and 11.6%,
respectively, compared with the industry at 14.2% and 12.9%. We've also grown concerned that the firm
is taking more risk than it should in private credit.

» Culture & Stewardship: Ares received a neutral mark for its culture and fund stewardship. Although it is
easy to dismiss culture as something that cannot be measured, we believe that over the long run asset
managers with a single corporate culture dedicated to a common purpose (which is ultimately reflected
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in the consistency of their investment performance, their rate of organic growth, the focus and
importance that is placed on risk management, and the amount of employee turnover they experience)
tend to perform better than companies operating with less cohesive and/or inconsistent organizations.

Exhibit 71 Ares’ ROICs Have Been Lower Than They Should Be for a Firm of Its Size and Scale

@ Adj. Return on Invested Capital ROIC, Excl. Goodwill ~ eececces WACC
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

Capital Investment Efficiency: In this segment, we assess each firm's business reinvestment and
acquisition history. We've given a neutral rating to Ares. The company looks to create value by
expanding its product offerings, enhancing its distribution channels, increasing its global presence,
investing in non-investment functions, securing strategic partnerships, and completing strategic
acquisitions and portfolio purchases. From what we can tell, Ares has used a mixture of both organic
and inorganic growth to build its AUM. That said, ROICs have been lower than we'd like them to be for a
firm of its size and scale, which hints at less than desirable results from some of its past acquisitions.

Carlyle Group Continues To Work on Narrowing Its Scale Gap With the Industry's Largest Firms
We have reaffirmed our narrow moat rating on Carlyle Group, which we feel has built a solid (albeit
subscale) position in the alternatives industry, with a prodcut portfolio that is nearly as diversified as
Balckstone's—which we consider to be the prime example of what we'd like to see from a product
diversification perspective in the industry. With $474.1 billion in total AUM, including $332.0 billion in
fee-earning AUM, at the end of September 2025, Carlyle Grooup is one of the world's largest alternative
asset managers.

The company's portfolio is diversified across business segments and primarily serves clients in the
institutional channel: global private equity, which includes private equity, real estate, infrastructure, and
natural resources funds, has accounted for 32% of fee-earning AUM and 52% of base management fees
during 2025, while global credit (50% and 27%) and investment solutions (18% and 21%) made up the
remainder. The firm primarily serves institutional investors and high-net-worth individuals, and
operates through 29 offices across five continents, serving more than 3,100 active carry fund investors
from 87 countries. With demand for alternatives increasing and institutional investors limiting the
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number of providers they use, though, we feel that smaller-scale providers like Blue Owl are at a slight
disadvantage to industry behemoths like Blackstone.

When looking at the attributes that we assess when rating the competitive strengths and weaknesses of
the alternative asset managers, the company has generated mixed ratings across each segment. Even
s0, we've determined that Carlye Group has done enough with its broad product portfolio, performance
track record, and cadre of dedicated professionals to raise capital effectively and maintain its reputation
as a go-to firm for investors looking for exposure to alternative assets.

Exhibit 72 Economic Moat Heat Map for Carlyle Group

Differentiation Repeatable/Adaptable Processes
AUM Scale Efficiency B  rundnaising [
Product Breadth & Geographic Reach Deployments & Realizations [ ]
Distribution Channel Strength Performance & Reputation
Switching Costs Strength Culture & Stewardship

Capital Investment Efficiency [
Cost Effectiveness
Fee Pricing Power I 3-Year Avg Historical Adjusted ROICS 6.1%
Fee Diversity & Exposure 5-Year Avg. Forward Adjusted ROICs 19.2%

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

Differentiation

AUM Scale Efficiency: Carlyle Group received a negative mark for its AUM scale efficiency with below
average adjusted operating margins of around 30% over the past five years and a higher level of
operating leverage than its peers. With the business of asset management requiring little in the way of
capital investment, the ROICs produced by individual companies can be extremely high, so being able to
discern which firms are likely to not only generate excess returns but can do so with relatively little
variance is far more useful when assessing the width and duration of their economic moats.

Product Breadth & Geographic Reach: With the industry so heavily weighted toward private equity and a
lot of firms being US-centric, we've generally held Blackstone up as the prime example of what we'd like
to see from a product diversification perspective and would put Carlyle Group in the same bucket. Much
like Blackstone, though, the firm could do more to expand its non-US operations.
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Exhibit 73 Carlyle Group Is a Good Example of What We'd Like to See From a Product and Revenue Diversification Perspective

Fee-Earning AUM

Base Management Fees

O Private Equity 35%
O Private Credit 29%
O Real Estate/Assets  16%

Other Alternatives 20%

O Private Equity 19%
O Private Credit 50%
O Real Estate/Assets ~ 13%

Other Alternatives 18%

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Sept. 30, 2025.

» Distribution Channel Strength: Carlyle is neutral rated for distribution channel strength, given that the
firm has released little information on its distribution profile (which likely looks like the industry overall
at 85% institutional and 15% high-net-worth clients). Carlyle does employ its own dedicated distribution
platform through 29 offices in the Americas and the EMEA and Asia-Pacific regions.

» Switching Costs Strength: Products offered by alternative asset managers can have lockup periods
attached to them, which prevent investors from redeeming part or all of their investments for a
prolonged period of time, as well as redemption gates. These arrangements have allowed Carlyle Group
to post an annual retention rate of 93% (90%) on average annually for the past five (10) years.

Cost Effectiveness

» Fee Pricing Power: On the one hand, Carlyle should receive a neutral mark in this category, with fees for
alternative investment funds tending to be among the highest in the asset-management industry (and
that's even before performance fees are included) but with minimal fee compression. That said, we're
more focused on where firms sit relative to each other, and we've given Carlyle a negative rating due to
its fee rates tending to be slightly below industry averages and the firm's fee compression being higher.

» Fee Diversity & Exposure: Unfortunately, very few of the alternative asset managers provide revenue
breakdowns by geography and distribution channel, so we have to get creative to make comparisons
across the industry. We ended up giving a positive rating to Carlyle Group, as the firm has fairly
diversified revenue streams based on its fee-earning AUM and while geographic diversification could be
greater, it wasn't enough to ward us off.

Repeatable/Adaptable Processes

» Fundraising Abilities: While the firm was the sixth largest fundraiser in the group during the past
decade, pulling in $365.3 billion with its platform, it trailed larger peers like Blackstone, Brookfield,
Apollo, and KKR by a wide margin. Accounting for 2% (2%) of new commitments to alternative products
during 2020-24 (2015-24)—including 4% (4%) of private credit, 2% (2%) of real estate/real assets, 1%
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(1%) of private equity, and 6% (5%) of other alternatives, the smaller scale of its operations, and the shift
in industry trends toward larger firms with greater scale, leaves us with a negative rating.

Exhibit 74 The Shift in Industry Fundraising Toward Larger Firms With Greater Scale Could Limit Carlyle's Ability to Raise Capital
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

» Deployment & Realization Capabilities: Deployments are important for generating fund returns, as well
as justifying management fees, raising future funds, and managing investor expectations. As for
realizations, harvesting activity locks in returns, generates capital for future investments and/or
distributions to investors, and ensures that carried interest can be paid out to managers. Over the past
five years, Blackstone and Apollo have both deployed nearly twice as much capital as Brookfield and
KKR, while Ares, Carlyle Group, and Blue Owl have trailed the rest of the group.

» Investment Performance & Manager Reputation: Carlyle Group received a positive mark for its fund
performance and manager reputation with the firm's two largest segments continuing to outperform,
with total IRRs for its private equity segment of 17% above the industry average of 14.2% and its private
credit segment posting total IRRs that were higher (11%) than the industry average (7.3%). While Carlyle
Group's real estate segment has underperformed slightly, posting total IRRs (8%) below the industry
average (8.8%), it wasn't enough to knock the firm down into neutral territory, especially as its other alts
segment has outperformed more broadly.

» Culture & Stewardship: Carlyle received a neutral mark for its culture and fund stewardship. Although it
is easy to dismiss culture as something that cannot be measured, we believe that over the long run
asset managers with a single corporate culture dedicated to a common purpose (which is ultimately
reflected in the consistency of their investment performance, their rate of organic growth, the focus and
importance that is placed on risk management, and the amount of employee turnover they experience)
tend to perform better than companies operating with less cohesive and/or inconsistent organizations.
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Capital Investment Efficiency: We were on the fence between neutral and negative for capital
investment efficiency for Carlyle but went with negative because we've had concerns regarding the
company's acquisition history. The firm went through a rough patch in the aftermath of the global
financial crisis, with the purchases of majority stakes in credit hedge fund manager Claren Road (2010),
emerging-markets hedge fund manager Emerging Sovereign Group (2011), and commodity-trading firm
Vermillion (2012), as well as a full acquisition of fund of hedge funds manager Diversified Global Asset
Management (2013), all being busts that dragged on operating results through 2015-16.

Exhibit 75 Carlyle Group's ROICs Have Been Inconsistent but the Firm Has Still Generated Excess Returns
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

While the firm has had better results with private equity firm AlpInvest Partners (acquired in 2011) and
real estate multimanager Metropolitan (2013), it did end up offloading the latter firm with around the
same level of AUM that the manager had when Carlyle first acquired it.

Blue Owl Capital Has Built a Solid (Albeit Subscale) Position in the Alternatives Industry

We recently initiated coverage of Blue Owl Capital, an alternative asset manager that with a heavier
focus in private credit products, with a narrow moat rating. Blue Owl, in our view, has built a solid (albeit
subscale) position (relative to peers) in the alternative-asset management industry. It relies on its
reputation, fairly broad product portfolio, investment performance history, and cadre of dedicated
professionals to not only raise capital but maintain its standing as a go-to firm for institutional and
high-net-worth investors looking for exposure to alternative assets.

With $295.6 billion in total AUM, including $183.8 billion in fee-earning AUM, at the end of September
2025, Blue Owl is one of the world's largest stand-alone alternative asset managers. The company's
portfolio is diversified across three main segments: GP Strategic Capital, which primarily acquires
equity stakes in, and provides debt financing to, large, multiproduct private equity and private credit
firms, accounting for 22% of fee-earning AUM and 26% of base management fees during 2025, private
credit (53% and 60%, respectively), and real estate/real assets (25% and 14%, respectively). The firm
primarily serves clients in the institutional channel and operates through more than 20 offices in the
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Americas, and the EMEA and Asia-Pacific regions. With demand for alternatives increasing and
institutional investors limiting the number of providers they use, smaller scale providers like Blue Owl
are at a slight disadvantage to industry behemoths like Blackstone.

When looking at the attributes that we assess when rating the competitive strengths and weaknesses of
the alternative asset managers, the company has generated mixed ratings across each segment. Even
s0, we've determined that Blue Owl has done enough with its product portfolio, performance track
record, and cadre of dedicated professionals to raise capital effectively and maintain its reputation as a
go-to firm for investors looking for exposure to alternative assets.

Exhibit 76 Economic Moat Heat Map for Blue Owl Capital

Differentiation Repeatable/Adaptable Processes
AUM Scale Efficiency B rundnaising [
Product Breadth & Geographic Reach Deployments & Realizations -
Distribution Channel Strength Performance & Reputation
Switching Costs Strength Culture & Stewardship

Capital Investment Efficiency
Cost Effectiveness
Fee Pricing Power I 3-Year Avg. Historical Adjusted ROICS 6.6%
Fee Diversity & Exposure I 5-vear Avg. Forward Adjusted ROICs 11.9%

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

Differentiation

AUM Scale Efficiency: Blue Owl received a negative mark for its AUM scale efficiency with below
average adjusted operating margins of just over 30% on average the past five years and a higher level of
operating leverage than its peers. With the business of asset management requiring little in the way of
capital investment, the ROICs produced by individual companies can be extremely high, so being able to
discern which firms are likely to not only generate excess returns but can do so with relatively little
variance is far more useful when assessing the width and duration of their economic moats.
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Exhibit 77 Blue Owl Derives Far More of Its Fee-Earning AUM and Base Management Fees From Private Credit

Fee-Earning AUM

O Private Equity 22%
O Private Credit 53%
O Real Estate/Assets ~ 25%

Base Management Fees

O Private Equity 25%
O Private Credit 61%
O Real Estate/Assets 14%

Other Alternatives 0% Other Alternatives 0%

Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Sept. 30, 2025.

» Product Breadth & Geographic Reach: With the industry so heavily weighted toward private equity, and
a lot of firms being US-centric, we've generally held Blackstone up as the primary example of what we'd
like to see from a product diversification perspective. Blue Owl, which is about as diversified as KKR, is
in the second-tier in our minds and would be well-served to build up some scale in areas outside of
private equity, private credit, and real estate/real assets. As such, the firm received a neutral mark here.

» Distribution Channel Strength: Blue Owl received a positive mark for distribution channel strength,
given that the firm has released fairly detailed information on its distribution profile, garnering 68% of
its AUM from the institutional channel—pensions (28%), insurance firms (20%), sovereign wealth funds
(8%), and other institutional investors (12%)—and 32% from the high-net-worth channel. Blue Owl also
has 20 offices in the Americas, and the EMEA and Asia-Pacific regions.

» Switching Costs Strength: Alternative products tend to have lockup periods attached to them, which
prevents investors from redeeming part or all of their investments for a prolonged period of time, as well
as redemption gates. These arrangements have allowed Blue Owl, which received a positive mark in this
category, to post an annual retention rate of well over 90% on average annually in the past five years.

Cost Effectiveness

» Fee Pricing Power: On the one hand, Blue Owl should receive a neutral mark in this category, with fees
for alternative funds tending to be among the highest in the asset-management industry (and that's
before performance fees are included) but with minimal fee compression. That said, we're more focused
on where firms sit relative to peers, giving Blue Owl a negative rating due to its fee rates being
meaningfully above industry averages and its fee compression being higher than the group average.

» Fee Diversity & Exposure: Unfortunately, very few of the alternative asset managers provide revenue
breakdowns by geography and distribution channel, so we have to get creative to make comparisons
across the industry. We gave a negative rating to Blue Owl, influenced more by its fee concentration—
with 25% coming from private equity and 14% from real estate/real assets but 61% from private credit.
With geographic diversification also needing to be greater, there wasn't much to dissuade us.
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Repeatable/Adaptable Processes

» Fundraising Abilities: While the firm was among the ten largest fundraisers among the stand-alone
publicly traded alternative asset managers in the past five years, pulling in $30.9 billion with its
platform, it trailed larger peers like Blackstone, Brookfield, Apollo, and KKR by a wide margin. We,
unfortunately, only have a limited history of Blue Owl's past fundraising efforts. The company accounted
for 2% of the industry's private credit fundraising during 2020-2024, 1% of new commitments for real
estate/real asset funds, and 1% of the capital raised for private equity funds. Overall, Blue Owl
accounted for 1% of new commitments to alternative products in the past five years.

Exhibit 78 Blue Owl's Fundraising Has Trailed Larger Peers Like Blackstone, Apollo, KKR, and Brookfield by a Wide Margin
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025. Private Capital Market data for Blue Ow! prior to 2020 was not reported regularly.

» Deployment & Realization Capabilities: Deployments are important for generating fund returns as well
as justifying management fees, raising future funds, and managing investor expectations. Meanwhile,
harvesting activity locks in returns, generates capital for future investments and/or distributions to
investors, and ensures that carried interest can be paid out to managers. Over the past five years, Blue
Owl has trailed larger peers like Blackstone, Apollo, KKR, and Brookfield by a wide margin.

» Investment Performance & Manager Reputation: Blue Owl received a neutral mark for its fund
performance and manager reputation, with weaker performance from its private credit segment—
posting total IRRs of 5.2% relative to the industry average of 7.3%—offset by outperformance from its
private equity—strategic capital (26.1%) versus the industry overall (14.2%)—and on par performance
from its real estate/real assets group—real assets (8.1%) compared with the industry (8%).

» Culture & Stewardship: Blue Owl received a neutral mark for its culture and fund stewardship. Although
it is easy to dismiss culture as something that cannot be measured, we believe that over the long run
asset managers with a single corporate culture dedicated to a common purpose (which is ultimately
reflected in the consistency of their investment performance, their rate of organic growth, the focus and
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importance that is placed on risk management, and the amount of employee turnover they experience)
tend to perform better than companies operating with less cohesive and/or inconsistent organizations.

» Capital Investment Efficiency: We've given a neutral rating to Blue Owl. The company takes a one-firm
approach when making operating decisions and determining how to allocate resources, and we feel it
has been both strategic and disciplined when allocating capital. With less than ideal amounts of scale
relative to the rest of the industry in each of the product lines where it competes, Blue Owl continues to
look for ways to scale up its offerings—both organically and through acquisitions.

Exhibit 79 Blue Owl Should Start Seeing Better ROICs as It Continues to Scale Up Its Operations

@ Adj. Return on Invested Capital ROIC, Excl. Goodwill ~ eceecee WACC
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Source: PitchBook, company reports, and Morningstar data and estimates. Data as of Nov. 21, 2025.

We believe all these attributes have provided Blue Owl with the ability to compete for new funds, deploy
capital effectively, and get adequate terms when exiting investments, even though we believe that the
firm could do a better job in some areas to differentiate itself from peers, as well as build up scale to
compete more effectively with its larger peers. Il
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Research Methodology for Valuing Companies

Overview

At the heart of our valuation system is a detailed projection of a company's future cash flows, resulting from our analysts'
research. Analysts create custom industry and company assumptions to feed income statement, balance sheet, and capital
investment assumptions into our globally standardized, proprietary discounted cash flow, or DCF, modeling templates. We use
scenario analysis, in-depth competitive advantage analysis, and a variety of other analytical tools to augment this process. We
think analyzing valuation through discounted cash flows presents a better lens for viewing cyclical companies, high-growth firms,
businesses with finite lives (mines, for example), or companies expected to generate negative earnings over the next few years.
That said, we don't dismiss multiples altogether but rather use them as supporting cross-checks for our DCF-based fair value
estimates. We also acknowledge that DCF models offer their own challenges (including a potential proliferation of estimated
inputs and the possibility that the method may miss short-term market-price movements), but we believe these negatives are
mitigated by deep analysis and our long-term approach.

Morningstar's Equity Research Group (“we,” “our”) believes that a company'’s intrinsic worth results from the future cash flows it
can generate. The Morningstar Rating for stocks identifies stocks trading at a discount or premium to their intrinsic worth—or fair
value estimate in Morningstar terminology. Five-star stocks sell for the biggest risk-adjusted discount to their fair values, whereas
1-star stocks trade at premiums to their intrinsic worth.

Four key components drive the Morningstar rating:
our assessment of the firm's economic moat.

our estimate of the stock’s fair value.

our uncertainty around that fair value estimate.
the current market price.

This process ultimately culminates in our single-point star rating.

Economic Moat

The Morningstar Economic Moat Rating is a structural feature that Morningstar believes positions a firm to earn durable excess
profits over a long period of time, with excess profits defined as returns on invested capital above our estimate of a firm's cost of
capital. The economic moat rating is not an indicator of the investment performance of the investment highlighted in this report.
Narrow-moat companies are those that Morningstar believes are more likely than not to achieve normalized excess returns for at
least the next 10 years. Wide-moat companies are those that Morningstar believes will earn excess returns for 10 years, with
excess returns more likely than not to remain for at least 20 years. Firms without a moat, including those that have a substantial
threat of value destruction-related risks related to environmental, social, and governance; industry disruption; financial health; or
other idiosyncratic issues, are more susceptible to competition. Morningstar has identified five sources of economic moats:
intangible assets, switching costs, network effect, cost advantage, and efficient scale.

Fair Value Estimate

Each stock’s fair value is estimated by using a proprietary discounted cash flow model, which assumes that the stock’s value is
equal to the total of the free cash flows of the company is expected to generate in the future, discounted back to the present at the
rate commensurate with the riskiness of the cash flows. As with any DCF model, the ending value is highly sensitive to
Morningstar's projections of future growth.

Fair Value Uncertainty

The Morningstar Uncertainty Rating represents the analysts' ability to bound the estimated value of the shares in a company
around the fair value estimate, based on the characteristics of the business underlying the stock, including operating and
financial leverage, sales sensitivity to the overall economy, product concentration, pricing power, exposure to material ESG risks,
and other company-specific factors. Based on these factors, analysts classify the stock into one of several uncertainty levels: Low,
Medium, High, Very High, or Extreme. Our recommended margin of safety—the discount to fair value demanded before we'd
recommend buying or selling the stock—widens as our uncertainty of the estimated value of the equity increases.

Market Price
The market prices used in this analysis and noted in the report come from exchanges on which the stock is listed, which we
believe is a reliable source.
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Morningstar Rating for Stocks

The Morningstar Rating for Stocks is a forward-looking, analyst-driven measure of a stock’s current price relative to the analyst's
estimate of what the shares are worth. Stock star ratings indicate whether a stock, in the equity analyst's educated opinion, is
cheap, expensive, or fairly priced. To rate a stock, analysts estimate what they think it is worth (its “fair value”), using a detailed,
long-term cash flow forecast for the company. A stock's star rating depends on whether its current market price is above or below
the fair value estimate. Those stocks trading at large discounts to their fair values receive the highest ratings (4 or 5 stars). Stocks
trading at large premiums to their fair values receive lower ratings (1 or 2 stars). A 3-star rating means the current stock price is
close to the analyst's fair value estimate.

Risk Warning

Please note that investments in securities are subject to market and other risks, and there is no assurance or guarantee that the
intended investment objectives will be achieved. Past performance of a security may or may not continue in the future and is no
indication of future performance. A security investment's return and an investor's principal value will fluctuate so that, when
redeemed, an investor's shares may be worth more or less than their original cost.

Asecurity's current investment performance may be lower or higher than the investment performance noted within the report.
Morningstar's Uncertainty Rating is a useful data point with respect to sensitivity analysis of the assumptions used in our
determining a fair value price.

General Disclosure

“Morningstar” is used throughout this section to refer to Morningstar, Inc., and/or its affiliates, as applicable. Unless otherwise
provided in a separate agreement, recipients of this report may only use it in the country in which the Morningstar distributor is
based. Unless stated otherwise, the original distributor of the report is Morningstar Research Services LLC, a USA-domiciled
financial institution.

This report is for informational purposes only, should not be the sole piece of information used in making an investment decision,
and has no regard to the specific investment objectives, financial situation, or particular needs of any specific recipient. This
publication is intended to provide information to assist investors in making their own investment decisions, not to provide
investment advice to any specific investor. Therefore, investments discussed and recommendations made herein may not be
suitable for all investors; recipients must exercise their own independent judgment as to the suitability of such investments and
recommendations in the light of their own investment objectives, experience, taxation status, and financial position.

The information, data, analyses, and opinions presented herein are not warranted to be accurate, correct, complete, or timely.
Unless otherwise provided in a separate agreement, neither Morningstar, Inc., nor the Research Group represents that the report
contents meet all of the presentation and/or disclosure standards applicable in the jurisdiction the recipient is located.

Except as otherwise required by law or provided for in a separate agreement, the analyst, Morningstar, Inc., and the Research
Group and their officers, directors, and employees shall not be responsible or liable for any trading decisions, damages, or other
losses resulting from, or related to, the information, data, analyses, or opinions within the report. The Research Group encourages
recipients of this report to read all relevant issue documents—a prospectus, for example—pertaining to the security concerned,
including without limitation, information relevant to its investment objectives, risks, and costs before making an investment
decision and, when deemed necessary, to seek the advice of a legal, tax, and/or accounting professional.

The report and its contents are not directed to, or intended for distribution to or use by, any person or entity who is a citizen or
resident of or located in any locality, state, country, or other jurisdiction where such distribution, publication, availability, or use
would be contrary to law or regulation or that would subject Morningstar, Inc., or its affiliates to any registration or licensing
requirements in such jurisdiction.

Where this report is made available in a language other than English and in the case of inconsistencies between the English and
translated versions of the report, the English version will control and supersede any ambiguities associated with any part or
section of a report that has been issued in a foreign language. Neither the analyst, Morningstar, Inc., nor the Research Group
guarantees the accuracy of the translations.

This report may be distributed in certain localities, countries, and/or jurisdictions (“territories”) by independent third parties or
independent intermediaries and/or distributors (“distributors”). Such distributors are not acting as agents or representatives of the
analyst, Morningstar, Inc., or the Research Group. In territories where a distributor distributes our report, the distributor is solely
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responsible for complying with all applicable regulations, laws, rules, circulars, codes, and guidelines established by local and/or
regional regulatory bodies, including laws in connection with the distribution of third-party research reports.

Risk Warning

Please note that investments in securities are subject to market and other risks and there is no assurance or guarantee that the
intended investment objectives will be achieved. Past performance of a security may or may not be sustained in future and is no
indication of future performance. A security investment return and an investor's principal value will fluctuate so that, when
redeemed, an investor's shares may be worth more or less than their original cost.

Asecurity's current investment performance may be lower or higher than the investment performance noted within the report.
Morningstar's Uncertainty Rating serves as a useful data point with respect to sensitivity analysis of the assumptions used in our
determining a fair value price.

Conflicts of Interest

» No material interests are held by the analyst or their immediate family with respect to the securities subject of this investment
research report.

> In general, Morningstar will not hold a material interest in the security subject of this report. If a material interest is held by
Morningstar, or if Morningstar owns a net long or short position in the security that is the subject of this report that exceeds 0.5%
of the total issued share capital of the security, it will be disclosed at
https://www.morningstar.com/company/disclosures/holdings.

» Morningstar employees’ compensation is derived from Morningstar, Inc.'s overall earnings and consists of salary, bonus, and in
some cases, restricted stock. Morningstar's overall earnings are generated in part by the activities of the Investment Management
and Research groups, and other affiliates, that provide services to product issuers.

» Neither Morningstar, Inc., nor its analysts receive commissions, compensation, or other material benefits from product issuers or
third parties in connection with this report.

» Morningstar's overall earnings are generated in part by the activities of the Investment Management and Research groups, and
other affiliates, who provide services to product issuers. Morningstar does not receive commissions for providing research and
does not charge issuers to be rated.

» Morningstar employees may not pursue business or employment opportunities outside Morningstar within the investment
industry (including, but not limited to, working as a financial planner, an investment professional or investment professional
representative, a broker/dealer or broker/dealer agent, a financial writer, reporter, or analyst) without the approval of
Morningstar's Legal and, if applicable, Compliance teams.

» Certain managed investments use an index created by and licensed from Morningstar, Inc. as their tracking index. We mitigate
any actual or potential conflicts of interests resulting from that by not producing qualitative analysis on any such managed
investment as well as imposing information barriers (both technology and no-technology) where appropriate and monitoring by
the compliance department.

» Neither Morningstar, Inc., nor the Research Group is a market maker or a liquidity provider of the securities noted within this
report.

» Neither Morningstar, Inc., nor the Research Group has been a lead manager or co-lead manager over the previous 12 months of
any publicly disclosed offer of financial instruments of the issuer.

» Morningstar, Inc.’s Investment Management group has arrangements with financial institutions to provide portfolio
management/investment advice, some of which an analyst may issue investment research reports on. In addition, the Investment
Management group creates and maintains model portfolios whose underlying holdings can include financial products, including
securities that may be the subject of this report. However, analysts do not have authority over Morningstar's Investment
Management group’s business arrangements or allow employees from the Investment Management group to participate or
influence the analysis or opinion prepared by them.

» Morningstar, Inc., is a publicly traded company (ticker: MORN) and thus a financial institution the security of which is the
subject of this report may own more than 5% of Morningstar, Inc.'s total outstanding shares. Please access Morningstar, Inc.'s
proxy statement, section “Security Ownership of Certain Beneficial Owners and Management,” at
https://shareholders.morningstar.com/investor-relations/financials/sec-filings/default.aspx. A security's holding of Morningstar
stock has no bearing on and is not a requirement for which securities Morningstar determines to cover.

Morningstar, Inc. may provide the product issuer or its related entities with services or products for a fee and on an arm’s-length
basis, including software products and licenses, research and consulting services, data services, licenses to republish our ratings
and research in their promotional material, event sponsorship, and website advertising.
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Further information on Morningstar's conflict-of-interest policies is available at http://global.morningstar.com/equitydisclosures.
Please note analysts are subject to the CFA Institute’s Code of Ethics and Standards of Professional Conduct.

For a list of securities the Research Group currently covers and provides written analysis on, or for historical analysis of covered
securities, including fair value estimates, please contact your local Morningstar office. Morningstar Research methodologies can
be found at Investor Relations | Morningstar, Inc.

For current Morningstar clients, please reach out to your respective Client Success Manager for more information on how you can
best leverage this research within your firm. For all others, please reach out to our business development team at
dtainsidesales@morningstar.com to learn more about Morningstar's various offerings and more details about how you can
leverage this research.

For recipients in Australia: This report has been issued and distributed in Australia by Morningstar Australasia Pty. Ltd. (ABN: 95
090 665 544; ASFL: 240892). Morningstar Australasia Pty. Ltd. is the provider of the general advice (“the service”) and takes
responsibility for the production of this report. The service is provided through the research of investment products. To the extent
the report contains general advice, it has been prepared without reference to an investor's objectives, financial situation, or needs.
Investors should consider the advice in light of these matters and, if applicable, the relevant Product Disclosure Statement before
making any decision to invest. Refer to our Financial Services Guide for more information at
http://www.morningstar.com.au/s/fsg.pdf.

For recipients in New Zealand: This report has been issued and distributed by Morningstar Australasia Pty Ltd and/or
Morningstar Research Ltd (together “Morningstar”). This report has been prepared and is intended for distribution in New Zealand
to wholesale clients only and has not been prepared for use by New Zealand retail clients (as those terms are defined in the
Financial Markets Conduct Act 2013).

The information, views, and any recommendations in this material are provided for general information purposes only, and solely
relate to the companies and investment opportunities specified within. Our reports do not take into account any particular
investor's financial situation, objectives, or appetite for risk, meaning no representation may be implied as to the suitability of any
financial product mentioned for any particular investor. We recommend seeking financial advice before making any investment
decision.

For recipients in Canada: This research is not prepared subject to Canadian disclosure requirements.

For recipients in Europe: This report is distributed by Morningstar Holland B.V., a wholly owned subsidiary of Morningstar, Inc.
Morningstar Holland B.V. is not required to be regulatory by the European Securities and Markets Authority for the provision of
investment research data. The analyst/s involved in the creation of the report do not take into account any particular investor's
financial situation, objectives, or appetite for risk, meaning no representation may be implied as to the suitability of any financial
product mentioned for any particular investor. Registered address: Haaksbergweg 58, 9th Floor, 1101 BZ Amsterdam, North
Holland, Netherlands.

For recipients in India: This report is issued by Morningstar Investment Research India Private Limited (formerly known as
Morningstar Investment Adviser India Private Limited). Morningstar Investment Research India Private Limited is registered with
SEBI as an Investment Adviser (Registration number INAO00001357), as a Portfolio Manager (Registration number INPO00006156)
and as a Research Entity (Registration Number INH000008686). Morningstar Investment Research India Private Limited has not
been the subject of any disciplinary action by SEBI or any other legal/regulatory body. Morningstar Investment Research India
Private Limited is a wholly owned subsidiary of Morningstar Investment Management LLC. In India, Morningstar Investment
Research India Private Limited has one associate, Morningstar India Private Limited, which provides data related services,
financial data analysis, and software development. The Research Analyst has not served as an officer, director, or employee of the
fund company within the last 12 months, nor has it or its associates engaged in market making activity for the fund company.

For recipients in Hong Kong: The report is distributed by Morningstar Investment Management Asia Limited, which is regulated
by the Hong Kong Securities and Futures Commission to provide investment research and investment advisory services to
professional investors only. Neither Morningstar Investment Management Asia Limited, nor its representatives, are acting or will
be deemed to be acting as an investment advisor to any recipients of this information unless expressly agreed to by Morningstar
Investment Management Asia Limited.
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For recipients in Japan: This report is distributed by Morningstar Japan, Inc. for informational purposes only. Neither Morningstar
Japan, Inc. nor its representatives are acting or will be deemed to be acting as an investment advisor to any recipients of this
information.

For recipients in Korea: The report is distributed by Morningstar Korea Ltd., which has filed to Financial Supervisory Service, for
informational purposes only. Neither Morningstar Korea Ltd., nor its representatives, are acting or will be deemed to be acting as
an investment advisor to any recipients of this information.

For recipients in Singapore: This report is distributed by Morningstar Investment Adviser Singapore Pte Limited, which is
licensed and regulated by the Monetary Authority of Singapore to provide financial advisory services in Singapore. Recipients of
this report should contact their financial advisor in Singapore in relation to this report. Morningstar, Inc., and its affiliates rely on
certain exemptions (Financial Advisers Regulations, Section 27(1)(e), Section 32, Band 32C) to provide its investment research to
recipients in Singapore.

For recipients in the United Kingdom: This report is distributed by Morningstar UK Ltd, a wholly owned subsidiary of
Morningstar, Inc. Morningstar UK Ltd. is not required to be registered nor authorized by the Financial Conduct Authority for the
distribution of investment research data. The analyst/s involved in the creation of the report do not take into account any
particular investor's financial situation, objectives, or appetite for risk, meaning no representation may be implied as to the
suitability of any financial product mentioned for any particular investor. There are information barriers in place between
Morningstar UK Ltd and Morningstar regulated entities based in the UK. Registered address: 1 Oliver's Yard 55-71 City Road
London EC1Y 1HQ.
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About Morningstar® Equity Research™
Morningstar Equity Research provides independent, fundamental equity research differentiated by a
consistent focus on durable competitive advantages, or economic moats.
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