1st Quarter Earnings
Conference Call
KKR & Co. L.P. Investor Update
April 27, 2017

1Q17 Reflections | Key Business Themes
•

Performance this quarter was strong as our model enabled us to capture
more of everything that we do

Private Markets
•

AUM +13% year-over-year

•

FPAUM +23% year-over-year

•

Record management fees in Q1

•

$4.5bn capital deployed in Q1

•

$7bn capital not yet earning
economics

Public Markets

Integrated
approach
driving financial
performance

•

Management fees +10%
year-over-year

•

~$900mm capital deployed
in Q1

•

$4bn capital not yet
earning economics

Principal
Activities

Capital Markets
•

Record transaction fees in Q1

•

•

Significant global activity – over 50% of
transaction fees generated outside of North
America

Balance sheet investment
performance +5% in Q1

•

LTM ROE +18%

•

Book value per outstanding
adjusted unit +13%
year-over-year

Note:
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See Appendix for a reconciliation to financial results prepared in accordance with GAAP. LTM ROE is calculated based on last twelve months After-tax
Economic Net Income and After-tax Distributable Earnings.

Robust Realization Activity in Q1’17

(1)
(2)
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Secondaries

•
•

HCA
Galenica

•

US Foods

Strategic Sales

•

Asia Dairy

•

TVS Logistics

Pending(1)

•
•
•
•
•
•

Panasonic Healthcare(2)
Capsugel
Gland Pharma
PortAventura
Ambea Sweden
Rundong

•
•
•
•
•

Visma
Dalmia
SBI Life
Two Infrastructure Investments
One Real Estate Transaction

Dividends

•

Latitude Financial

•

National Vision

Reflects realization activity that had not closed by March 31, 2017. Pending transactions that have not closed are subject to the satisfaction or waiver of
conditions to closing prior to their completion. There can be no assurance that transactions presented will close as contemplated.
Represents a minority stake.

Management Fee Growth and Diversity
10% CAGR

$811
$726

$529
$453
Asian II and III
Management Fee
Impact(1)

+67%

~$140

$84

2010

2012
Private Markets

(1)
(2)
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2014

LTM

Asian II Only
(LTM)

(2)

Asian II & III
Pro Forma

Public Markets

The percentage shown is an example for two funds only and is not a forecast of actual management fee growth for the entire Asian private equity strategy. For example, this presentation does not include the current postinvestment period management fees of Asian private equity funds which were predecessor funds for the Asian II fund; if those post-investment period fees were included, overall percentage of management fee growth would
be lower than presented.
This assumes KKR achieves a revised fundraising hard cap of $8.5 billion of limited partner commitments for Asian Fund III. Management fees for Asian Fund II are calculated on a post-investment period basis.

Sizable Deployment Activity in Q1’17
Americas Private Equity

•
•

Optiv
Apple Leisure

Europe Private Equity

•
•

Airbus
GfK

Asia Private Equity

•
•
•

Bharti
Calsonic
Hitachi Koki

Infrastructure

•

Calvin Capital

Energy Income &
Growth

•

Silverthorne

Other Private Markets

•

Other Investments

Public Markets

•

Alternative Credit

Total Deployment
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$4.5bn

$0.9bn
~$5.4bn

Healthy Level of New Capital Raised
Year-Over-Year Capital Inflows Driving Asset Growth
($ in billions)

+9%
$138

~$27 billion of new
capital raised
organically in the
last twelve months

$126

+14%

125

$107
100

$94

75

Q1’16

FPAUM

Q1’17

Q1’16

FPAUM Growth Profile

AUM

Q1’17

AUM Growth Profile
$138
$58

$107
~2.3x
~2.3x

$46
$8
$38
2010
Private Markets
Note:
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$50

$61
$15

$57
Q1'17
Public Markets

$80

$46
2010
Private Markets

Q1'17
Public Markets

AUM and FPAUM reflect the inclusion of KKR’s pro rata portion of AUM or FPAUM, as applicable, managed by other asset managers in which KKR holds
a minority stake. In addition, AUM includes capital commitments for which KKR is eligible to receive fees or carried interest upon deployment of capital
in the future.

Core Fundamentals Drive Firm-Wide Performance
Generate strong investment
performance

 Positive Q1 performance across fund strategies overall
 +5% balance sheet investment performance

 $27 billion in organic new capital raised in the
last twelve months

Continue to raise capital

 FPAUM +14% year-over-year
 AUM +9% year-over-year

Deploy capital in attractive
opportunities

 $5.4bn deployed globally in Q1

 $1.7bn of After-tax Distributable Earnings over LTM

Monetize existing investments

Use our model to capture more of
everything that we do
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Note:

 Secondary and strategic sales drove monetization
events at 7 portfolio companies in Q1

 Record level of Capital Markets fees in the quarter
together with significant fund deployment
 LTM ROE of 18% on an ENI and After-tax TDE basis

See Appendix for a reconciliation to financial results prepared in accordance with GAAP.

Appendix

Reconciliation of Net Income (Loss) Attributable to KKR & Co. L.P. (GAAP Basis)
to Economic Net Income (Loss) and After-tax Distributable Earnings
Quarter Ended

Twelve Months Ended

March 31, 2017

Net income (loss) attributable to KKR & Co. L.P. Common Unitholders

$259,343

$876,354

8,341

30,576

Plus: Net income (loss) attributable to noncontrolling interests held by KKR Holdings L.P.

216,432

700,885

Plus: Non-cash equity-based charges

111,036

312,103

Plus: Amortization of intangibles and other, net

32,837

(13,312)

Plus: Income taxes (benefit)

40,542

63,213

Economic net income (Loss)

668,531

1,969,819

Less: Total investment income (loss)

298,660

749,494

Less: Net performance income (loss)

203,235

773,440

15,173

89,693

119,823

811,727

Plus: Net realized gains (losses)

79,451

475,197

Less: Corporate and local income taxes paid

26,275

87,495

8,341

30,576

$346,467

$1,705,431

Plus: Preferred Distribution

Plus: Net interest and dividends
Plus: Realized performance income (loss), net

Less: Preferred Distributions
After-tax Distributable Earnings

Note:
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Amounts in thousands

Reconciliation of Net Income (Loss) Attributable to KKR & Co. L.P. (GAAP Basis)
to After Tax Economic Net Income (Loss)
Twelve Months Ended
March 31, 2017

Net income (loss) attributable to KKR & Co. L.P. Common Unitholders
Plus: Preferred Distribution

$876,354
30,576

Plus: Net income (loss) attributable to noncontrolling interests held by KKR Holdings L.P.

700,885

Plus: Non-cash equity-based charges

312,103

Plus: Amortization of intangibles and other, net

(13,312)

Plus: Income taxes (benefit)
Economic Net Income (Loss)
Less: Equity-based compensation associated with the KKR & Co. L.P. 2010 equity incentive plan
Pre-tax Economic Net Income (Loss)

63,213
1,969,819
186,209
1,783,610

Less: Provision for income tax (benefit)

74,499

Less: Preferred Distribution

30,576

After-tax Economic Net Income (Loss)

Note:
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Amounts in thousands

$1,678,535

Reconciliation of KKR & Co. L.P. Capital – Common Unitholders (GAAP Basis) to
Book Value per Adjusted Unit
As Of
March 31, 2016

March 31, 2017

$5,035,353

$5,755,354

157,278

140,248

4,084,382

4,581,427

(12,012)

(17,446)

(146,886)

(133,233)

Book value

$9,118,115

$10,326,350

Adjusted units

804,942,473

806,480,436

$11.33

$12.80

KKR & Co. L.P. Capital – Common Unitholders
Impact of consolidation of investment vehicles and other entities
Noncontrolling interests held by KKR Holdings L.P. and other
Other Reclassifications
Equity impact of KKR Management Holdings Corp.

Book Value per adjusted unit

Note:
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Amounts in thousands, except adjusted units and book value per unit amounts.

Legal Disclosures
This presentation is prepared for KKR & Co. L.P. (NYSE: KKR) for the benefit of its public unitholders. This presentation is solely for informational purposes
in connection with evaluating the business, operations and financial results of KKR & Co. L.P. and its subsidiaries (collectively, “KKR”). Any discussion of
specific KKR entities is provided solely to demonstrate such entities’ role within the KKR organization and their contributions to the business, operations
and financial results of KKR & Co. L.P. This presentation is not and shall not be construed as an offer to purchase or sell, or the solicitation of an offer to
purchase or sell, any securities, any investment funds, vehicles or accounts, any investment advice, or any other service by any KKR entities, including
Kohlberg Kravis Roberts & Co. L.P., KKR Credit Advisors (US) LLC, Prisma Capital Partners LP, KKR Credit Advisors (Ireland) or KKR Capital Markets LLC.
Nothing in this presentation constitutes the provision of any tax, accounting, financial, investment, regulatory, legal or other advice by KKR or its advisors.
This presentation may not be referenced, quoted or linked by website, in whole or in part, except as agreed to in writing by KKR & Co. L.P.
This presentation contains certain forward-looking statements pertaining to KKR, including certain investment funds, vehicles and accounts that are
managed by KKR (each, a “fund”). Forward-looking statements relate to expectations, beliefs, projections, future plans and strategies, anticipated events
or trends and similar expressions concerning matters that are not historical facts, including the statements with respect to the declaration and payment of
distributions in future quarters and the timing, manner and volume of repurchase of common units pursuant to its repurchase program. The forwardlooking statements are based on KKR’s beliefs, assumptions and expectations, taking into account all information currently available to it. These beliefs,
assumptions and expectations can change as a result of many possible events or factors, not all of which are known to KKR or are within its control. If a
change occurs, KKR’s business, financial condition, liquidity and results of operations, including but not limited to assets under management, fee paying
assets under management, capital invested, syndicated capital, uncalled commitments, after-tax distributable earnings, economic net income, after-tax
economic net income, fee related earnings, fee and yield segment EBITDA, core interest expense, cash and short-term investments, book value, and
return on equity may vary materially from those expressed in the forward-looking statements. The following factors, among others, could cause actual
results to vary from the forward-looking statements: the volatility of the capital markets; failure to realize the benefits of or changes in KKR’s business
strategies including the ability to realize the anticipated synergies from acquisitions, strategic partnerships or other transactions; availability, terms and
deployment of capital; availability of qualified personnel and expense of recruiting and retaining such personnel; changes in the asset management
industry, interest rates or the general economy; underperformance of KKR's investments and decreased ability to raise funds; and the degree and nature
of KKR’s competition. All forward looking statements speak only as of the date of this presentation. KKR does not undertake any obligation to update any
forward-looking statements to reflect circumstances or events that occur after the date on which such statements were made except as required by law.
In addition, KKR’s business strategy is focused on the long-term and financial results are subject to significant volatility.
Additional information about factors affecting KKR, including a description of risks that may be important to a decision to purchase or sell any common
units of KKR & Co. L.P., can be found in KKR & Co. L.P.’s Annual Report on Form 10-K, Quarterly Reports on Form 10-Q and its other filings with the
SEC, which are available at www.sec.gov.
The statements contained in this presentation are made as of April 27, 2017, unless another time is specified in relation to them, and access to this
presentation at any given time shall not give rise to any implication that there has been no change in the facts set forth in this presentation since that
date. All financial information in this presentation is as of March 31, 2017 unless otherwise indicated. Certain information presented in this presentation
have been developed internally or obtained from sources believed to be reliable; however, KKR does not give any representation or warranty as to the
accuracy, adequacy, timeliness or completeness of such information, and assumes no responsibility for independent verification of such information.
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