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Drivers of KKR’s Evolution
We wanted to:

Invest more behind ideas and relationships

Capture more from content we create

Bring ideas and products to more investors

Invest our own capital / Seed new efforts
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Where We are Today

Private Markets

Public Markets

$46 bn AUM

$15 bn AUM

Capital Markets &
Principal Activities
$5.0 bn of
Investments

• Private Equity

• Liquid Credit

• Capital Markets

• Natural Resources

• Mezzanine

• Balance Sheet

• Infrastructure

• Special Situations

• Real Estate

• Equity Strategies

• Book Value of $9.08
per Adjusted Unit

Note:
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Figures as of 3/31/2011.

Our Earnings Streams
FY 2010
Fee Related
Earnings

$126 mm

• Long-dated
and
recurring

$188 mm

• All PE funds
but one
accruing
carry

Balance Sheet
Investment $1,214 mm
Income(1)

$429 mm

• 100% of
investment
gains

Economic Net
$2,140 mm
Income

$743 mm

Net Carried
Interest

(1)
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$318 mm

1Q 2011

$608 mm

Reduced by income attributable to noncontrolling interests.

Cash
distributed
as realized:
$0.60/unit
from fiscal
2010
earnings
$0.21/unit
for 1Q 2011

Two Observations on Valuation
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1

Market is putting little value on carry

2

Market is putting little to no value on
our ability to grow

Historical Realized Gross Carried Interest
Carry has historically contributed a substantial proportion of
firm economics
Nearly $3 bn of Carry Realized Since 2004
Realized Carried Interest
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Note:
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2005

Past performance is no guarantee of future results.

2006

2007

2008

$10

$0
2009

$0
2010

AUM ($ bn)

Realized Carried Interest ($ mm)

$800

AUM

The Valuation Gap
Current trading continues to imply a substantial discount on
the value of carried interest
Illustrative SOTP Valuation
$17

Why is Carry Valuable?
• Nearly $50 bn of carry-paying AUM
– Approximately $45 bn has no
preferred return
• Gross private equity IRR of 26%
since inception(1)
• Positive outlook for current
investments

FRE

Note:
(1)
(2)
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Balance
Sheet

Implied Current
Value of Price per
Net Carry
Unit

– Millennium Fund: 2.3-2.5x(2)
– 2006 Fund: 1.75-2.0x(2)

Past performance is no guarantee of future results. See Legal Disclosures about forward-looking statements.
Gross IRR is calculated based on KKR’s private equity funds from inception in 1976 through 3/31/2011 with at least 36 months of investment activity.
Fund return projections reflect gross returns over the lives of the referenced funds and are as of May 20, 2011. The ranges of outcomes for gross
multiples of capital are provided for illustrative purposes only. Gross multiples of capital may end up below or above this range. Outcomes for the funds
are subject to numerous assumptions and contingencies, and the actual results of the funds may therefore differ materially from the ranges described.

Growth Opportunities
Meaningful AUM Growth…
Public Markets AUM ($bn)
Private Markets AUM ($bn)

• Scaling of:
$61.0

GR
A
C

%
26 $47.2
$37.0

$52.2
$44.9

14.8

14.4

• Mezzanine
• Special Situations

13.4

10.8
13.1

• Building of:
• Long/Short Equity

$23.4
$15.1 3.7

46.2
31.9

• Natural Resources
• Infrastructure

5.1

0.8

…Doesn’t Yet Reflect Impact
of Newest Value Drivers

36.5

38.8
31.8

19.7

• Real Estate

• Client & Partner Group: growing
investor base and cross-sell
• Balance sheet: growth accelerator

2004 2005 2006 2007 2008 2009 2010
Note:
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See Legal Disclosures about forward-looking statements.

New Strategies Open the Door to Enormous Growth Potential
Buyouts - $912 bn
Leveraged Loans - $1,000 bn
Distressed PE - $150 bn
Real Estate - $1,000 bn

Note:
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High Yield - $1,200 bn
Mezzanine - $70 bn
Hedge Funds - $1,600 bn
Other - $100 bn

Old World

New World

$912 bn market

$6,000 bn market

Market opportunity represents approximate market size for identified strategies based on Preqin, JP Morgan, and KKR estimates. Actual size may vary.

Legal Disclosures
The information and opinions set forth herein have been prepared by KKR & Co. L.P. (NYSE: KKR). This presentation is solely for informational purposes in
connection with evaluating the business, operations and financial results of KKR & Co. L.P. and its consolidated 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 Asset Management LLC 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 contains certain forward-looking statements pertaining to KKR, including certain investment funds, vehicles, and accounts that are managed
by KKR. It also contains projections or other forward-looking statements regarding future events, targets, or expectations regarding the funds. Forwardlooking statements relate to expectations, beliefs, projections, future plans and strategies, anticipated events or trends and similar expressions concerning
matters that are not historical facts. These forward-looking statements are based on KKR’s beliefs, assumptions and expectations of future performance,
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, fee related earnings, economic net income, committed dollars
invested, uncalled commitments, book value and projected returns of its funds, 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 general volatility of the capital markets;
failure to realize the benefits of or changes in KKR’s business strategies; availability, terms, and deployment of capital; availability of qualified personnel and
expenses 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. 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 under the section entitled “Risk Factors” and other sections of KKR & Co. L.P.’s Annual Report on Form 10-K for the fiscal
year ended December 31, 2010, Quarterly Report on Form 10-Q for the quarter ended March 31, 2011, and its other filings with the SEC, which are available
at www.sec.gov. In addition, the reconciliation of non-GAAP financial measures contained in this presentation is available at the Investor Relations section of
KKR’s website at www.kkr.com.
The statements contained in this presentation are made as of June 3, 2011, 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, 2011 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.
Past performance is no guarantee of future results. Information about KKR, including past performance of KKR funds and its investments, is provided solely
to illustrate KKR’s investment experience. There can be no assurance that KKR will achieve comparable results as those presented or that a fund will not lose
any or all of its invested capital. Gross returns do not take into consideration the payment of applicable management fees, carried interest, transaction costs,
and other expenses borne by the KKR funds. Consequently, net returns would be lower. In the case of unrealized investments, the gross returns are based
on internal valuations by KKR of unrealized investments. Actual realized returns on such unrealized investments will depend on several factors, which may
differ from the assumptions on which the valuations herein are based. Accordingly, the actual realized return of these unrealized investments may differ
materially from the returns indicated herein.
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.
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Reconciliation of Fee Related Earnings and Economic Net
Income to Net Income Attributable to KKR & Co. L.P.

(Amounts in thousands)
Total reportable segments fee related earnings
Investment income
Less: Income attributable to noncontrolling interests
Economic net income (loss)
Income taxes

Year Ended

Quarter Ended

12/31/2010

3/31/2011

$318,322

$126,203

1,825,880

617,977

(4,409)
$2,139,793

(1,660)
$742,520

(75,360)

(30,783)

(7,785)

(1,286)

Non-cash equity based charges

(824,193)

(141,982)

Allocation to noncontrolling interests held by KKR Holdings L.P.

(899,277)

(408,904)

Amortization of intangibles and other, net

Net (income) loss attributable to KKR & Co. L.P.
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$333,178

$159,565

Reconciliation of GAAP Common Units Outstanding to
Adjusted Units

GAAP Common Units Outstanding - Basic
Unvested Common Units(1)
GAAP Common Units Outstanding - Diluted
(2)

KKR Holdings Units
Adjusted Units

(1)
(2)
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As of
12/31/2010

As of
3/31/2011

212,770,091

216,317,787

30,000

30,000

212,800,091

216,347,787

470,237,329

466,689,633

683,037,420

683,037,420

Represents equity awards granted under the KKR & Co. L.P. 2010 Equity Incentive Plan. The issuance of common units of KKR & Co. L.P. pursuant to
awards under its equity incentive plan dilutes KKR common unitholders and KKR Holdings pro rata in accordance with their respective percentage
interests in the KKR business.
Common units that may be issued by KKR & Co. L.P. upon exchange of units in KKR Holdings L.P. for KKR common units.

