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An Alternative for a Booming Industry
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• Carlyle an alternative asset management firm with more 
than $375 billion in AUM

• Recommendation: BUY with PT of $38.28, representing an 
upside of 48% from 10/3 close at a 5% weight

Investment Thesis Introduction
1.  Alternative assets are the place to be in the long term
2. Carlyle has been focused on building increasingly 

sustainable earnings mix by growing its global credit 
segment

3. Carlyle is trading even lower than its competitors within 
the industry due to the CEO departure

Market Cap $9.73 B

Last Close (10/19/22) $25.90

Purchase Price $25.43

52 Week Range $60.62 - $24.59

LTM Revenue $6,727 M

FRE Margin 33%

Investment Narrative
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A Global Provider of Private Capital
Global Private Equity

$167bn 
of AUM Corporate 

Private Equity

Real Estate

Natural Resources
$109bn

$29bn

$23 
bn

GPE Segment Breakdown

44% of 
AUM

Corporate PE: Funds focused on buyouts, 
growth capital, & strategic minority investments

Real Estate: Funds focused on real estate 
investments in single property assets

Natural Resources: Funds focused on 
infrastructure and energy investing

Global Credit

$143bn 
of AUM

38% of 
AUM

Funds consisting of liquid & illiquid credit

Financing for real assets

Advisory role to insurance solution provider 
Fortitude Re

Global Investment Solutions

$66bn 
of AUM

18% of 
AUM

Fund of fund investing

Co-investments alongside private equity funds

Funds composed of secondary investments

GIS Segment Breakdown

$28bn

$21bn

$17bnPrimary

Secondary

Co-Investment

GC Segment Breakdown

$54bn

$48bn

$19bn

$17bn
Fortitude

Liquid Credit

Illiquid Credit

Real Asset Credit

Other

Company Overview
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Carlyle is in the Money-Making Business

Investment Period = 3-5 Years Harvesting Period = 3-5 YearsFundraising Period: 1-2 Years

CG raises committed 
capital from limited 

partners (LPs)

GPs pool together LPs’ 
funds to buy the target 

company

CG then sells the 
company for a profit and 

pays out interest to all 
LPs and GPs

LPs receive the required 
hurdle rate and profits are 

split

General Partners (GPs) 
look for investments in 

buyout, growth, and 
minority investment 

opportunities

GPs manage the company 
by improving operations, 

increasing margins, 
cutting costs, etc. 

Principal investments are 
returned to investors

The Lifecycle of a Carry Fund

0

25

50

75

100

Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10 Y11 Y12 Y13 Y 14 Y15

Fund 2 Realized CarryFund 2 Management Fees Fund 1 Realized Carry

Fund 3 Management FeesFund 1 Management  Fees

Performance & Management  
Fund Family Revenue Lifecycle

Global Private Equity

Management Fee: 1.25% 
Performance Fee: 20%

Global Credit

Management Fee: 1.21% 
Performance Fee: 20%

Global Investment Solutions

Management Fee: 0.25% - 1% 
Performance Fee: 20%

End of Fund 1 
Investment 

Period

End of Fund 2 
Investment 

Period

Company Overview
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Consolidation and Growth of Alternative Asset Managers 
Competitive Industry with Room for ExpansionGlobal Private Markets Fundraising Reaches New High

$0bn

$300bn

$600bn

$900bn

$1,200bn

$1,500bn

2010 2012 2014 2016 2018 2020

FRE and FRE Margins Amongst Competitors  LPs Consolidation  

15%

25%

35%

45%

55%

65%

75%

$0.0
$0.5
$1.0
$1.5
$2.0
$2.5
$3.0
$3.5
$4.0
$4.5

2017 2018 2019 2020 2021

Blackstone KKRCarlyle Group Apollo

FR
E

FR
E M

argins

• 10 years ago 24% of LPs were in 3 or more 
strategies at Carlyle

• Now, 80% of commitments from their largest LPs 
have exposure to 4 or more of our funds

2017 
AUM

2022 
AUM

Change 
in AUM

2017 
FRE

2022 
FRE

249bn 515bn 107% 49% 54%

434bn 940bn 117% 45% 56%

168bn 491bn 192% 51% 63%

195bn 376bn 93% 17% 33%

As Carlyle continues to grow to the scale of its 
competitors their FRE will improve 

25%
45%

Amount of Total Fundraising of 5 Alt. Asset Managers
Pre-COVID 2022

Industry Overview
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Carlyle Benefits from a Growing Industry

(1)As of January 2022, from Preqin Alternatives in 2022 Report 

Private Markets Growth to Continue Biggest Strategies Poised for the Most Growth

$6 $7 $8
$10

$23

$0tr

$5tr

$10tr

$15tr

$20tr

$25tr

2018 2019 2020 2021 2026E

18% CAGR

AUM in Private Markets(1) AUM CAGR: 2021-2026 Total Private Markets(1)

Investment Outperformance Drives Asset Flows

14.2%

9.5% 10.0%

2.6%

3.0%
4.6%

0%

5%

10%

15%

20%

10 years 15 years 20 years

Private Equity Annualized Returns

Public Market Equivalent Private Index Outperformance

18% 17% 17%
16%

7%
5%

0%

5%

10%

15%

20%

Secondaries Private
Credit

Infrastructure Private
Equity

Real 
Estate

Natural
Resources

16.8%

12.5%
14.6%

Significant Growth in Private Debt

$93 

$311 

$514 

$887 

$1,307 

$0bn

$400bn

$800bn

$1,200bn

$1,600bn

2005 2010 2015 2020 2024

AUM in Private Debt

14% CAGR

Investment Thesis 
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Building an Increasingly Sustainable Earnings Mix

Corporate Private Equity Global Credit
Global Investment Solutions

33%

29%
13%

8%
8%

27%

18%

18%

38%

$0bn

$100bn

$200bn

$300bn

$400bn

2016 2017 2018 2019 2020 2021 2Q
2022

Infras. & Natural Resources
Real Estate

Global Credit Has More Than 
Doubled Its Impact

$192 

$350 

$453 
$520 

$598 

$746 

$0mn

$200mn

$400mn

$600mn

$800mn

2017 2018 2019 2020 2021 2Q 22
LTM

35% CAGR

iStar: Building real estate credit capabilities
•Net lease team to join Carlyle
•Valued at approximately $3 billion
•Expects to scale net lease strategy into $10bn

CBAM: Building upon the leading CLO strategy
•Global credit AUM increases from $73bn to $88bn 
•Becomes the world’s largest CLO manager
•Expects to provide high margin fee revenue stream

Fortitude: Scaling insurance solutions
•Raises $2.1bn for Fortitude Re and enters into new 
advisory agreement
•Expects to increase global credit FEAUM by $50bn and 
increase annualized FRE by $50mn

Segment Diversification Growth Driving Fee Related Earnings 

Strategic Acquisitions Driving Accretive Growth Types of Capital

To
ta

l A
U

M

Investment Thesis

Perpetual CapitalOpen End
× Subject to 

volatility

× Periodic 
rebalancing 
options

× Redemption 
risk lowers 
AUM stability

Closed LT Capital
ü Committed 

for approx. 
10 years

ü Deployment & 
realization 
timing flexibility

ü 98% of FEAUM 
have no 
redemption risk

üNo required 
return of capital 
upon realization

üRecurring fee 
streams on 
assets

üIndefinite term 
for stickier 
AUM
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Global Credit Platform is Growing & Diversified
Private Credit Annualized Returns

3.3%
4.3% 4.4%

6.6%
4.8%

5.5%

0%

2%

4%

6%

8%

10%

12%

10 years 15 years 20 years

Public Market Equivalent Private Index Outperformance

9.8% 9.9%
9.1%

Investment Thesis

A Hedge Against Higher Rates

1. Assurance of Execution
• Banks are an 

intermediary borrower 
and are unwilling to 
make commitments

2. Tailor Made Solutions
• Develop strong 

relationships with 
companies and create 
custom solutions

14%
Fixed 

86% 
Floating 

Rate

Fixed vs Floating Rate

8.0%

7.6%

7.3%

5.7%

4.4%

3.2%

2.9%

2.9%

2.1%

2.1%

Software

Health Care

Professional Services

Financials

Hotels & Resturants

Containers & Packaging

Diversified Consumer

Transportation

Consumer

Machinery

Assets by Industry Runway for Growth

$56bn

$80bn+

2020 AUM 2024 AUM

Scale 
Existing 
Strategies
• Direct Lending
• Opportunistic 

Credit
• Infrastructure 

Credit
• Cross-Platform

Extend into 
Adjacent 
Markets
• Real Estate 

Credit
• Other New 

Strategies

Geographic 
Expansion
• Europe
• Asia
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The Market is Underestimating the Strength of Carlyle

$78 Billion Raised

$12 

$21 
$24 

$21 

$13 

$43 

$33 

$19 

$27 

$40 

$0

$10

$20

$30

$40

$50

2012 2013 2014 2015 2016 2017 2018 2019 2020 YTD 2022 2023 2024

$100 Billion Target
$108 Billion Raised

$130 Billion + Target

Private Equity is Less Sensitive to Interest Rates Than the Market Believes

Fundraising Outperformance

Investment Thesis 

70% from Operational Improvement 30% from Valuation

Returns generated 
through growth of 

profitability

Strong brand and long track 
record of improving 

business performance

Variety of teams 
specifically designed to 
improve the company 

Multiple expansion 
and leverage

Utilizes 250 companies to 
drive synergies across 

portfolio
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Surprise Departure of CEO
Investment Thesis

Blackstone KKRCarlyle Group Apollo

Alternative Asset Managers Stock Price Change Since August 1st

CG has dropped 31% since Kewsong Lee resigned due to the unsuccessful renegotiation of his contract
1

The rest of the alternative asset managers are down approximately 12-15%
2

We believe the market reaction is overblown – His exit will not impact the company’s execution in the 
medium-long term

3

-40%

-30%

-20%

-10%

0%

10%

8/1/2022 8/16/2022 8/31/2022 9/15/2022 9/30/2022 10/15/2022
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V. Valuation
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Recommend a Buy at $38.28
Model Drivers Valuation

Sensitivity

Valuation

q Mild slowdown in Global Private Equity 
fundraising through 2023, but no material impact 
as fundraising normalizes in the medium term due 
to continuing LP demand

q GPE FRE Margins staying mostly flat with slight 
expansion through 2024 as CG continues to 
achieve operating leverage

q Stability in Global Credit fundraising through 2024 
and growth in GC AUM as credit grows as a 
percent of total FRE

q Modest growth in Global Investment Solutions in 
line with historical average as GIS captures 
industry growth and LPs seek portfolio solutions

q 12x and 3x multiples on FRE and NAC, 
respectively based on discount to lowest end of 
consensus
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Global Private Equity Breakdown 

Global Private Equity 
$161BN AUM

Corporate Private Equity
$109BN

Real Estate
$29BN

Natural Resources
$23BN

Americas                          $72BN

Asia & Japan                    $18BN

Europe                             $17BN

Other CPE                         $3BN

US Opportunistic              $19BN

US Core Plus                     $6BN

Europe Real Estate 
& Other                            

NGP Energy                     $11BN

International Energy           $8BN

Infrastructure                      $5BN$3BN

37 Active Funds focused on a 
particular geography or strategy  

Core Strategy: seek longer duration 
PE opportunities, targeting stable 

businesses with sustainable market 
leadership

12 Active Real Estate Funds in the
US & Europe

Focus on acquiring single property 
assets rather than large cap 
companies with real estate 

portfolios

Focus on Infrastructure and Energy 
Investing 

6 primary sectors: Renewables, 
Energy Infrastructure, Water and 

Waste, Transportation, Digital 
Infrastructure & Power Generation
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Global Credit Breakdown
Operating Segments Quick Facts

AUM and FEAUM Over Time Fee Related Earnings

$33.0 

$44.0 
$49.0 

$56.0 

$73.4 

 $20

 $35

 $50

 $65

 $80

2017 2018 2019 2020 2021

Total AUM Fee-earning AUM

Real Assets Credit $17bn
AUM

• Aviation Finance
• Energy, Infrastructure, and Real Estate 

Credit

Illiquid Credit$19bn
AUM

• Direct Lending
• Opportunistic and Distressed Credit

Liquid Credit 

• CLO Management and Investment
• Revolving Credit

$48bn
AUM

$82 
$72 

$48 

$99 
$112 

 $40

 $60

 $80

 $100

 $120

2017 2018 2019 2020 2021

Fee Related Earnings

Advises a group of 87 funds that pursue investment 
strategies

Added $54 BN to total AUM from the strategic 
advisory services agreement with Fortitude

“Highly selective in our approach and close on less 
than 5% of originations”
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Global Investment Solutions Breakdown

(1) 2021 10K

Investment Segments

42%

32%

26%

AlpInvest $66 Billion AUM

$21 bn AUM
Co-Investment

$17 bn AUM
• 295+ Investments
• Investments made when an 

investment opportunity is too 
large for a particular fund and 
the fund therefore seeks to 
raise additional “co-
investment” capital from 
sources such as AlpInvest

Secondary

• 160+ Investments
• Investors who desire to sell or 

restructure their pre-existing 
investment commitments may 
negotiate to sell the fund 
interests Secondary 
investments team provides 
liquidity and restructuring 
alternatives for third-party 
private equity investors

Primary
$28 bn AUM

• 755+ Investments
• Fund of funds vehicles make 

investment commitments 
directly to buyout, growth 
capital, venture and other 
alternative asset funds

Entitled to 40% of the carried interest in respect 
of all future commitments from 3rd parties 

Commingled funds and customized strategic 
accounts

Globally manage private equity investments for 
450+ Investors

Primary

Secondary

Co-Investment

AlpInvest Total AUM
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GIS Fee Breakdown 

(1) 2021 10K

Fee Structure That Uses a European Waterfall

While Carlyle receives management fees for GIS, 
performance fees are collected as a percentage of 
AlpInvest’s carried interest based on the date the 

AlpInvest carry fund existed

No Carried Interest
Before 

July 
2011

15%-40% of Carried    
Interest

2011-
2020

40% of Carried                                                                                              
Interest

After 
2020

AlpInvest exits a position and 
realizes performance fee 

revenue

Limited Partners are paid out 
until they have received the 

“hurdle rate” of their investment 
(7-9% return)

Once the hurdle rate is met, 
General Partners are then paid a 

“catch-up” fee until 80-20 fee 
split is met

Leftover profit is then split at 
the 80-20 rate with LPs getting 
80% & GPs getting 20% carry
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Capital Analysis
Inflows and Outflows Among Total AUM

Dry Powder Compared to AUM and FEAUM Amongst Competitors

$0

$50,000

$100,000

$150,000

$200,000

$250,000

$300,000

$350,000

$941 

$376 
$491 $515 

$684 

$260 
$384 $381 

$170 
$85 $115 $50 

$0

$200

$400

$600

$800

$1,000

Blackstone Carlyle Group KKR Apollo
Total AUM Fee Earning AUMDry Powder

2019 Inflows Outflows 2020 Inflows Outflows 2021 Inflows Outflows 2022
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Accrued Carry Supports Projected Realized Performance Revenue
Net Accrued Performance Revenues Average Net Realized Performance Revenues

$1.6

$4.3

$0

$1

$2
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$4
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$0.5

$1.0

$0.00

$0.20

$0.40

$0.60

$0.80

$1.00

$1.20

2012-2020 Avg 6/30/2022 2012-2020 Avg 2022+ Avg

~30% 
accrual 
realized

~25% 
accrual 
realized

Activity Results In:

During Investment Period

After Investment Period

Fundraising increases committed capital, which 
increases fee earning AUM

Fundraising increases committed capital, which 
increases fee earning AUM

Distributions of original capital invested decrease  
fee earning AUM Basis for & changes in management fees

Appreciation/Depreciation changes FMV of invest 
capital

Fund-level Returns which determines whether and 
by how much a fund is generating Unrealized 

Performance Fees

Distributions give cash back to fund investors
The gains portion of distributions for funds that 

have passed their performance hurdles generates 
Realized Performance Fees



Culverhouse Investment Management Group – Financials Committee

Performance Fee Waterfall (Carry Fund)

`

Requirements

Assumptions: 
• $100MN Investment
• 2.0x Gross Return
• $10MN Fees & Expenses Incurred
• 8% Preferred Return 
• Average Investment Holding Period of ~ 4.5 years

LPs GPs

Step 1 Return Cost $100,00,000

Step 2 Return Fees $10,000,000 

Step 3 Preferred Return to LPs $40,000,000 

Subtotal: Net Gains Distributed $40,000,000 

Step 4 "Catchup" GP to 20% $10,000,000 

Subtotal: Net Gains Distributed $10,000,000 (20%)

Step 5 Residual Gain to Distribute  80/20 $40,000,000 

$32,000,000 $8,000,000 

Total Distribution $182,000,000 $18,000,000 

Return of Cost & Fees $110,000,000 

Net Gains Distributed $72,000,000 $18,000,000 

$40,000,000 (80%)

$200,000,000 
proceeds
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Fortitude Acquisition

• Fortitude was created in 2018 and aggressively expanded capabilities

• A Bermuda based insurer that aids insurance companies globally to solve complex risk transfer 
challenges through the design and delivery of custom solutions 

• This year, transformational changes were made to further align with Fortitude and drive growth

• Total AUM ~$48bn

• New advisory relationship results in a fee stream of perpetual capital

• Reinsurance transfers all or part of risk to another insurer to provide protection against the risk of the 
first insurance

• Insurers enter reinsurance agreements to transfer portions of risk portfolios to minimize the risk of a 
major claim

2018: Fortitude Holdings 
owns 100% of the 

outstanding common 
shares of Fortitude 

Reinsurance

2018: Carlyle acquired 
19.9% interest in Fortitude 

Holdings  in pursuit of 
Membership Interest 
Purchase Agreement

2020: Carlyle acquired 
51.6% ownership interest 
in Fortitude Holdings from 

AIG and T&D United 
Capital Co.

2020: Carlyle purchased 
25% ownership interest as 
a third-party investor. At 
closing, Carlyle held a 

71.5% interest in Fortitude 
Holdings.

March 2022: Carlyle 
raised $2.0 billion in third-

party equity capital and 
committed $100 million 

for additional equity 
capital in Fortitude

May 2022: Fortitude called 
$1.1 billion of the capital 
raise, with the remainder 
expected to be called in 
the second half of 2022 

June 2022: Indirect 
ownership of Fortitude 

decreased from 19.9% to 
13.5% and is expected to 

further decrease to 10.5%, 

Fortitude Reinsurance

Timeline of Fortitude Acquisition
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Management
Current Search Team

Kewsong Lee recently stepped 
down as CEO as his 5-Year 
employment agreement ended in 
2022

Linda Filler
Board Member

Joined Carlyle 2022

Derica Rice
Board Member

Joined Carlyle 2021

Anthony Welters
Board Member

Joined Carlyle 2015

William Conway
Co-Founder and 

Interim CEO
Formed Carlyle 1987

Lawton Fitt
Board Member and Lead 

Independent Director
Joined Carlyle 2012

• First in industry to hire leadership from outside 
founders

• Office of the CEO has been established to 
assure a seamless transition and work 
alongside Mr. Conway to continue driving 
forward Carlyle’s strategy and build on the 
firm’s strong momentum

• "Nearly 30% of our partners and managing 
directors joined Carlyle in just the last 5 years, 
and nearly 30% have been with Carlyle for 15 
years or more." - 2021 Investor Day from Feb, 
2021

Recent Departure of former CEO Current Search Team
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Litigation
New Mexico ex rel. Foy v. Austin Capital Mgmt., Ltd.

Fraud Against Tax-Payers Act Precedent Case

Ø Lawsuit filed with Carlyle Mezzanine Partners, L.P. named as defendants. Claims that 
fraudulent schemes that led to the loss of millions was carried out.

Ø Allegations included violations as early as 2003

2009: New Mexico Education Retirement Board Chief 
Investment Officer Frank Foy and his wife Suzanne 
alleged that Wall Street firms, investment, advisors, and 
high-ranking officials executed fraudulent schemes that 
led to the loss of hundreds of millions of dollars at the 
expense of New Mexico Education Retirement Board and 
New Mexico State Investment Council therefore breaking 
FATA.

However, the defendant claimed the 
retroactive provision of FATA was unconstitutional. 
The retroactivity application was deemed a violation 
of Federal and State Ex Post Facto Clauses, 
leading to the dismissal of these claims in 2017. The 
Court of Appeals later affirmed this dismissal in 
2020.

2007: The Fraud Against Tax-Payers Act ("FATA")

Retroactivity Provision: FATA applies to any 
violations prior to 1987

The lawsuit is linked with the companion case State ex 
rel. Foy v. Vanderbilt Capital Advisors, LLC which 
contains similar complaints from the same plaintiffs. The 
district court focused in on the FATA's retroactivity 
provision, ruling it as an unconstitutional violation of 
Federal and State Ex Post Facto clauses. This ruling was 
later considered and adopted in the Foy v Austin Capital 
Case.
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Global Private Equity AUM
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Global Private Equity AUM cont.
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Global Private Equity Fees and Expenses
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Global Private Equity Net Accrued Performance
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Global Investment Solutions AUM
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Global Investment Solutions Fees and Expenses
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Global Investment Solutions Net Accrued Performance
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Global Credit AUM
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Global Credit Fees and Expenses
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Global Credit Net Accrued Performance
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Summary


