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Revenues: 
 
Revenues come from several main sources.  The first source is the annual fee charged for 
managing assets.  This is the most stable source of income for Blackstone.  These fees are 
typically 1.5% of assets under management — the more assets under management, the 
higher the income from managing assets.  This is one reason why Blackstone is taking on 
assets at such an aggressive rate; if the revenues from the sale of firms in its portfolio 
declines, it still has a reserve source of revenue.  It is the most stable of all of 
Blackstone’s revenue sources.  For 2006, these revenues totaled $1.2 billion, and netted 
$600 million after taxes and expenses.  This is a sizable portion of the total $2.3 billion 
earned by the firm in 2006. 
 
The next income source comes from carried interest.  Carried interest is a 20% charge on 
all income earned by companies held within Blackstone’s portfolio.  When companies in 
Blackstone’s portfolio make strong profits, carried interest results in a majority of 
Blackstone’s income.  However, a company must make at least 7% gross profit.  If it 
does not achieve this goal, Blackstone does not charge carried interest.  If the economy is 
not doing well and the companies in Blackstone’s portfolio under-perform, Blackstone 
loses out on a large share of profit.  Carried interest consisted of the largest share of 
Blackstone’s profit, making up $1.5 billion in after tax income. 
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However, the chance for another profitable year appears positive for 2007. Since its 
acquisition of Equity Office Properties in February, Blackstone has sold off $22 billion in 
EOP’s holdings.  Since EOP would have profited from this sell off, Blackstone could 
very well profit in the form of carried interest. 
 
Balance Sheet/Cash Flow: 
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Blackstone is a cash flow machine.  It is capable of generating cash in the range of 85% 
of revenues, a number that has been trending upward.  A large amount of cash allows 
Blackstone to make its acquisitions with as little debt as possible.  It also generates 
substantial free cash flow, which makes the firm highly liquid.  Current and quick ratios 
are estimated at 1.83 for 2007. 
 
Blackstone also has a high amount of long-term debt.  However, this amount can be 
explained by the origin of the industry, which requires borrowing large amounts of 
money to purchase companies, turn them around, and then profit from the eventual sale 
of the company.  Because all of these acquisitions require more cash than most firms can 
produce and comfortably hold, private equity firms employ significant leverage. 
 
Acquisitions: 
 
Currently, Blackstone is aggressively buying more businesses.  This helps by boosting its 
assets under management.  In turn, increasing assets under management can increase 
revenue, and also further diversifies the industries Blackstone has a control in, thus 
reducing the risk of experiencing a loss in profit.  It has already acquired five companies 
this year, and at this rate will acquire to quite possibly sustain a strong profit in light of a 
potential economic downturn. 
 
Not only is making numerous acquisitions, it is doing more than its closest competitor, 
Kohlberg Kravis Roberts & Company.  Last year, KKR made seven acquisitions all year.  
On the other hand, Blackstone made nine, and with five already in 2007, Blackstone may 
be on track to break double digits this year. 
 
Included is a timeline of Blackstone’s major activities since January 1st of 2006: 
 
1/31/2006 Partners with Lion Capital to buy Cadbury Schweppes PLC’s drink 

division. 
 

2/22/2006 Buys MeriStar $940 million 
3/7/2006 Buys CarrAmerica $5.6 billion 
4/25/2006 Buys 4.5% of Deutshe Telekom AG from German government $3.3 billion 
4/26/2006 Sells Kabel Baden-Wurttemberg GmbH to PE firm EAT Partners AB 

of Sweden 
$1.6 billion 

6/6/2006 Pairs with Brookfield Properties Corp. to buy Trizec $4.8 billion 
7/1/2006 Pairs with Bain Capital to buy Michael Stores Inc $6 billion 
7/1/2006 Affiliate buys Cendant Corp $4.3 billion 
 9/16/2006 Buys Freescale Semiconductor $17.6 billion 
10/26/2006 Partners with PAI Partners to buy United Biscuits PLC $3 billion 
1/26/2007 Acquires Cardinal Health $3.3 billion 
2/8/2007 Blackstone Acquires Equity Office Properties $39 billion 
2/12/2007 Blackstone Acquires Pinnacle Foods  
3/6/2007 Acquires Tussauds Group $2 billion 
3/16/2007 Blackstone Partner’s with GE for purchase of PHH $1.69 billion 
3/23/2007 Blackstone files for IPO  
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Higher Diversity Means Lower Risk 
 
Private equity is naturally a risky business.  The main profits of a company in this 
industry come from a percentage charging fees on a percentage of profits made by the 
companies being held in a PE’s portfolio, and to a lesser extent, from the sale of the held 
companies themselves.  If the companies held in a PE firm’s portfolio do not perform 
well, such under-performance can lead to poor earnings.  To hedge against the risk of 
volatile profits, Blackstone diversified into other, more stable forms of asset 
management, such as hedge funds and mutual funds.   Such diversity reduces 
Blackstone’s exposure to the potential losses from dealing in just one form of asset 
management.  I used the beta of Apollo Investment Corporation, another recent private 
equity firm turned public, as a proxy because the beta of Blackstone has yet to be 
calculated.  Apollo’s beta is 0.74, but it is possible Blackstone’s could be lower because it 
is a larger firm with a larger, more diversified portfolio. 
 
Valuation 
 
The valuation model used to estimate the buy recommendation for Blackstone comes 
from a discounted cash flow mode.  The first ratio used is Value/NOPLAT (27.7), and the 
second is Value/Invested Capital (9.12). 
 
Value/NOPLAT (27.7): 
 
Since it is not possible to estimate a price/earnings ratio because Blackstone does not 
currently have publicly traded shares, it is necessary to use alternative methods to 
evaluate when to buy Blackstone shares.  The first method is Value/NOPLAT.  
Value/NOPLAT uses a long term growth rate (7%), ROIC (31.6%), and WACC (9.81%) 
to determine how much the market values each dollar of NOPLAT.  With these numbers, 
I came up with a Value/NOPLAT of 27.7.  This says as long as The SIF purchases shares 
at or under a Value/NOPLAT of 27.7, it should be buying them at or under the market 
value.  Compared with American Capital Strategies and MCG Capital, this ratio is about 
average. 
 
Value/Invested Capital (9.12): 
 
Another ratio used in place of price ratios is Value/Invested Capital.  To measure 
Value/Invested Capital, I used long-term growth (7%), ROIC (31.6%), RONIC (40%), 
and WACC (9.81%) to come up with a Value/Invested Capital of 9.12.  This says as long 
as the SIF purchases shares at or under a Value/Invested Capital of 9.12, it should be 
buying the share at or under market value. 
 
Business Description 
 
Blackstone Group operates primarily as a private-equity buyout firm, but is continuously 
expanding into other forms of asset management in order to stabilize revenue.  Currently, 
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Blackstone has over 40 companies in its portfolio.  The company participates in 
managing mutual funds, hedge funds, real estate, and most of all, acquiring companies. 
The portfolio currently contains $78.7 billion in assets, a majority of those in its primary 
business of holding companies. 
 
Currently, Blackstone is ranked by Forbes magazine as the number one private equity 
firm in the United States.  It maintains a competitive advantage through aggressive, large 
acquisitions.  It achieves many of these acquisitions through the use of partnerships with 
other companies.  These partnerships allow Blackstone to purchase a large portion of a 
target company while borrowing as little as necessary to achieve the acquisition. 
 
Blackstone’s greatest asset is its ever-growing pool of funds to use for investments.  
Some analysts predict it will soon be able to make acquisitions of companies over $50 
billion.  Such a large investment capability puts it in range of acquiring larger true asset 
management firms, such as Lehman Brothers.  If Blackstone were to merge with a firm of 
this type, it could effectively become a true asset management firm, putting it in more 
direct competition with the likes of Goldman Sachs. 
 
Blackstone also has a few key weaknesses.  A major one is its dependency on Steve 
Schwarzman.  Blackstone heavily relies on his abilities and the general influence he has 
over the masses.  If Schwarzman were to leave, it could have a negative impact on the 
company. 
 
Another weakness is despite Blackstone’s diversity strategy, it is still currently exposed 
to the potential downfalls of a weak economy.  Blackstone has not had enough time to 
develop its diversification strategy to a point where it can generate significant income 
from alternative forms of asset management. If the economy drops, Blackstone could be 
affected. 
 
Recent Developments 
 
As of April 14th, Blackstone declared interest in purchasing Sallie Mae, along with 
several other companies and groups.  The Sallie Mae acquisition is valued in the $10’s of 
billions, and could result a large increase to Blackstone’s portfolio. 
 
Industry Overview and Competitive Positioning 
 
Blackstone is in a very competitive market, with high barriers to entry, though for the 
most part it is not heavily regulated. 
 
Private Equity firms are constantly in fierce battle with one another and with other asset 
management firms for acquisitions.  The one who gets the acquisition makes money, and 
those who fail to make the purchase receive nothing.  As such, the competition is fierce 
and a company must maintain some sort of advantage in order to survive. 
 



Enter Firm Ticker BX

year 2002 2003 2004 2005 2006 2002 2003 2004 2005 2006 Average Manual
Assets

   Cash & equivalents 450            940            Cash % of Sales 0.0% 0.0% 0.0% 90.6% 83.9% 87.3%
   Short term investments -            -            ST Invest. % of Sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
   Receivables, total 169            1,335         Receivables % of Sales 0.0% 0.0% 0.0% 34.0% 119.2% 76.6% 150.00%
   Inventory, total -            -            Inventory % of Sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
   Prepaid expenses -            281            Pre. Exp. % of Sales 0.0% 0.0% 0.0% 0.0% 25.1% 12.5% 25.10%
   Other current assets, total -            -            Other CA % of Sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total Current Assets -          -            -            619            2,556         
   Property, plant and equipment (net) -            -            Net PPE % of Sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
   Goodwill -            -            Goodwill % of Sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
   Intangibles -            -            Intangibles % of Sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
   Long term investments 20,073       31,264       LT Invest. % of Sales 0.0% 0.0% 0.0% 4040.8% 2790.7% 3415.7% 2000.00%
   Notes receivable -- long term -            -            Notes Rec. % of Sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
   Other long term assets, total -            -            Other LT ass. % of Sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
   Other assets, total 55              95              Other assets % of Sales 0.0% 0.0% 0.0% 11.1% 8.5% 9.8%
Total assets -          -            -            20,747       33,915       

Liabilities and Shareholders' Equity
   Accounts payable 113            157            Acc. Payable % of Sales 0.0% 0.0% 0.0% 22.8% 14.0% 18.4%
   Payable/accrued -            -            Pay/accured % of Sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
   Accrued expenses -            -            Acc. Exp. % of Sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
   Notes payable/short term debt -            -            Notes payable % of Sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
   Current portion of LT debt/Capital leases -            -            Curr. Debt % of Sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
   Other current liabilities 1,132         1,240         Other curr liab % Sales 0.0% 0.0% 0.0% 227.9% 110.7% 169.3% 80.00%
Total Current Liabilities -          -            -            1,245         1,397         
   Long term debt, total 838            976            LT debt % of Sales 0.0% 0.0% 0.0% 168.6% 87.1% 127.9%
   Deferred income tax -            -            Def. inc. tax % of Sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
   Minority interest -            -            Min. Int. % of Sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
   Other liabilities, total 17,213       28,795       Other liab. % of Sales 0.0% 0.0% 0.0% 3465.2% 2570.3% 3017.8% 1500.00%
Total Liabilities -          -            -            19,296       31,168       
   Preferred stock (redeemable) -            -            Equal to 2006 balance
   Preferred stock (unredeemable) -            -            Equal to 2006 balance
   Common stock -            -            Equal to 2006 balance
   Additional paid-in capital 1,819         2,713         Equal to 2006 balance
   Retained earnings (accumulated deficit) 6                10              
   Treasury stock -- common -            -            Equal to 2006 balance
   ESOP Debt Guarantee -            -            Equal to 2006 balance
   Other equity, total Equal to 2006 balance
Total Shareholders' Equity -          -            -            1,825         2,723         
Total Liabilities and Shareholders' Equity -          -            -            21,121       33,891       
   Diluted weighted average shares 1              1                1                1                1                Equal to 2006 balance
   Total preferred shares outstanding -          -            -            -            -            Equal to 2006 balance

values in millions
Historical Balance Sheets Forecasting Percentages



year 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Assets

   Cash & equivalents 1,173           2,200          2,400          2,900          5,800          7,200          11,000        13,500        17,000        17,000          
   Short term investments -              -              -              -              -              -              -              -              -              -                
   Receivables, total 1,553           1,863          2,236          2,683          3,166          3,704          4,260          4,771          5,296          5,878            
   Inventory, total -              -              -              -              -              -              -              -              -              -                
   Prepaid expenses -              -              -              -              -              -              -              -              -              -                
   Other current assets, total -              -              -              -              -              -              -              -              -              -                
Total Current Assets 2,726           4,063          4,636          5,583          8,966          10,904        15,260        18,271        22,296        22,878          
   Property, plant and equipment (net) -              -              -              -              -              -              -              -              -              -                
   Goodwill -              -              -              -              -              -              -              -              -              -                
   Intangibles -              -              -              -              -              -              -              -              -              -                
   Long term investments 26,887         32,264        38,717        46,460        54,823        64,143        73,764        82,616        91,704        101,791        
   Notes receivable -- long term -              -              -              -              -              -              -              -              -              -                
   Other long term assets, total -              -              -              -              -              -              -              -              -              -                
   Other assets, total 132              158             190             228             269             314             361             405             449             499               
Total assets 29,744         36,485        43,542        52,271        64,058        75,361        89,386        101,292      114,449      125,168        

Liabilities and Shareholders' Equity
   Accounts payable 247              297             356             428             504             590             679             760             844             937               
   Payable/accrued -              -              -              -              -              -              -              -              -              -                
   Accrued expenses -              -              -              -              -              -              -              -              -              -                
   Notes payable/short term debt -              -              -              -              -              -              -              -              -              -                
   Current portion of LT debt/Capital leases -              -              -              -              -              -              -              -              -              -                
   Other current liabilities 1,075           1,291          1,549          1,858          2,193          2,566          2,951          3,305          3,668          4,072            
Total Current Liabilities 1,323           1,587          1,905          2,286          2,697          3,156          3,629          4,065          4,512          5,008            
   Long term debt, total 3,760           3,913          3,064          2,305          3,515          2,816          3,913          2,879          2,262          2,262            
   Deferred income tax -              -              -              -              -              -              -              -              -              -                
   Minority interest -              -              -              -              -              -              -              -              -              -                
   Other liabilities, total 20,165         24,198        29,038        34,845        41,117        48,107        55,323        61,962        68,778        76,344          
Total Liabilities 25,248         29,698        34,006        39,436        47,330        54,079        62,866        68,906        75,552        83,614          
   Preferred stock (redeemable) -              -              -              -              -              -              -              -              -              -                
   Preferred stock (unredeemable) -              -              -              -              -              -              -              -              -              -                
   Common stock 100              100             100             100             100             100             100             100             100             100               
   Additional paid-in capital 2,713           2,713          2,713          2,713          2,713          2,713          2,713          2,713          2,713          2,713            
   Retained earnings (accumulated deficit) 1,684           3,974          6,724          10,022        13,915        18,470        23,707        29,573        36,085        43,313          
   Treasury stock -- common -              -              -              -              -              -              -              -              -              -                
   ESOP Debt Guarantee -              -              -              -              -              -              -              -              -              -                
   Other equity, total -              -              -              -              -              -              -              -              -              -                
Total Shareholders' Equity 4,496           6,787          9,536          12,835        16,728        21,282        26,520        32,386        38,897        46,125          
Total Liabilities and Shareholders' Equity 29,744         36,485        43,542        52,271        64,058        75,361        89,386        101,292      114,449      129,739        
   Total common shares (diluted) 1                  1                 1                 1                 1                 1                 1                 1                 1                 1                   
   Total preferred shares outstanding -              -              -              -              -              -              -              -              -              -                

   AFN (interactive with 3 items below) (0)                -              (0)                -              -              -              (0)                (0)                (0)                (4,570)           
   Adjustment to LT Debt (iterate or use Solver) 2784.16055 152.633957 -849.10978 -758.93174 1210.46373 -699.15552 1097.11166 -1034.1833 -617.27373
   Issue Common Stock to Fund AFN
   Set Balance Sheet Cash Lower to Fund AFN 2,200          2,400          2,900          5,800          7,200          11,000        13,500        17,000        17,000          

Forecasted Balance Sheets -- 10 Years



Enter Firm Ticker BX

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Liquidity
   Current 0.00 0.00 0.00 0.50 1.83 2.06 2.56 2.43 2.44 3.32 3.46 4.20 4.49 4.94 4.57
   Quick 0.00 0.00 0.00 0.50 1.83 2.06 2.56 2.43 2.44 3.32 3.46 4.20 4.49 4.94 4.57
   Net Working Capital to Total Assets 0.00 0.00 0.00 -0.03 0.03 0.05 0.07 0.06 0.06 0.10 0.10 0.13 0.14 0.16 0.14
Asset Management
   Days Sales Oustanding 0.00 0.00 0.00 124.06 435.05 421.58 421.58 421.58 421.58 421.58 421.58 421.58 421.58 421.58 421.58
   Inventory Turnover 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Fixed Assets Turnover 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Total Assets Turnover 0.00 0.00 0.00 0.02 0.03 0.05 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04
Debt Management
   Long-Term Debt to Equity 0.0% 0.0% 0.0% 45.9% 35.8% 83.6% 57.7% 32.1% 18.0% 21.0% 13.2% 14.8% 8.9% 5.8% 4.9%
   Total Debt to Total Assets 0.0% 0.0% 0.0% 4.0% 2.9% 12.6% 10.7% 7.0% 4.4% 5.5% 3.7% 4.4% 2.8% 2.0% 1.8%
   Times Interest Earned N/A N/A N/A N/A N/A -3.4 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Profitability
   Gross Profit Margin 100.0% 100.0% 72.3% 63.2% 77.7% 77.0% 77.0% 77.0% 77.0% 77.0% 77.0% 77.0% 77.0% 77.0% 77.0%
   Operating Profit Margin 100.0% 100.0% 45.0% 27.2% 50.6% 67.2% 67.2% 67.2% 67.2% 67.2% 67.2% 67.2% 67.2% 67.2% 67.2%
   Net After-Tax Profit Margin 100.0% 100.0% 302.6% 267.9% 202.3% 138.3% 157.8% 157.8% 157.8% 157.8% 157.8% 157.8% 157.8% 157.8% 157.8%
   Total Assets Turnover 0.00 0.00 0.00 0.02 0.03 0.05 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04
   Return on Assets 0.0% 0.0% 0.0% 0.06                  0.07             0.06             0.07             0.07             0.07             0.07             0.07             0.07             0.06              0.06              0.06              
   Equity Multiplier 1.00 1.00 1.00 1.04 1.03 1.02 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
   Return on Equity 0.0% 0.0% 0.0% 72.9% 83.2% 41.4% 37.5% 32.0% 28.6% 25.9% 23.8% 21.9% 20.1% 18.6% 17.4%

EPS (using diluted shares and excluding extraordinary items) 0.01 0.01 1523.31 1330.66 2266.21 1859.23 2545.45 3054.54 3665.44 4325.22 5060.51 5819.59 6517.94 7234.91 8030.75
DPS (dividends per share) 0.00 0.00 0.00 0.00 0.00 185.92 254.54 305.45 366.54 432.52 506.05 581.96 651.79 723.49 803.08

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
NOPAT (net operating profit after tax) 0            0                            224      134                   559              893              1,071           1,286           1,543           1,821           2,130           2,450           2,744            3,045            3,381            
ROIC (return on invested capital) 0.0% 0.0% 0.0% 26.4% 26.4% 36.0% 28.4% 30.0% 29.9% 21.5% 20.7% 16.8% 15.7% 14.2% 15.4%
EVA (economic value added) 0 0 224 84 352 650 702 866 1037 991 1119 1020 1026 942 1229
FCF (free cash flow) N/A 0                            224      (372)                  (1,053)          533              (216)             773              667              (1,485)          278              (1,817)          (186)              (896)              2,891            
Weighted Average Cost of Capital 9.81%
Net Operating Working Capital (NOWC) -         -                         -       506                   2,118           2,478           3,766           4,280           5,156           8,462           10,314         14,581         17,511          21,452          21,942          
Operating Long Term Assets -         -                         -       -                    -               -               -               -               -               -               -               -               -                -                -                
Total Operating Capital -         -                         -       506                   2,118           2,478           3,766           4,280           5,156           8,462           10,314         14,581         17,511          21,452          21,942          

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Long-term Horizon Value Growth Rate (user-supplied) 7.00%
PV of Forecasted FCF $43,539.63 $47,276.74 $52,129.37 $56,468.89 $61,339.46 $68,840.00 $75,313.03 $84,515.95 $92,990.00 $103,004.72 $112,847.66
Value of Non-Operating Assets 940$            1,173$         2,200$         2,400$         2,900$         5,800$         7,200$         11,000$       13,500$        17,000$        17,000$        
Total Intrinsic Value of the Firm $44,479.80 $48,449.84 $54,329.37 $58,868.89 $64,239.46 $74,640.00 $82,513.03 $95,515.95 $106,490.00 $120,004.72 $129,847.66
Intrinsic Market Value of the Equity $43,503.82 $44,689.70 $50,416.59 $55,805.22 $61,934.72 $71,124.80 $79,696.99 $91,602.79 $103,611.03 $117,743.02 $127,585.96
Per Share Intrinsic Value of the Firm 43,503.82$  44,689.70$  50,416.59$  55,805.22$  61,934.72$  71,124.80$  79,696.99$  91,602.79$  103,611.03$ 117,743.02$ 127,585.96$ 
MVA (market valued added) $40,780.94 $40,193.51 $43,629.50 $46,269.05 $49,099.65 $54,397.03 $58,414.75 $65,082.92 $71,225.02 $78,845.59 $81,460.85

Item Value Percent Cost Weighted Cost
ST Debt (from most recent balance sheet) 0 0.00% 7.00% 0.00%
LT Debt (from most recent balance sheet) 975.981 4.65% 6.25% 0.29%
MV Equity (look up mkt. cap of firm's stock and enter in cell B53) 20,000   95.35% 9.98% 9.52%
Weighted Average Cost of Capital

9.81%

Risk Free Rate 4.80%
Beta 0.74
Market Risk Prem. 7.00%
Cost of Equity 9.98%

values in millions
Historical Ratios and Valuation Model

Valuation Metrics Trend Analysis (NOPAT, EVA, MVA, FCF and Capital in  millions)

Valuation (in millions where appropriate) -- through year 2016

Forecasted Ratios and Valuation Model -- 10 Years

Forecasted Ratios and Valuation Model -- 10 Years

Weighted Average Cost of Capital Calculations

Capital Asset Pricing Model



Gross Margin
Firm Ticker BX 2004

72.3%
77.7%
2006

Operating Margin SG&A/Revenue
2004 2004

Pre-tax ROIC 62.6% 9.6%
2004 70.0% 7.7%

61.5% 2006 2006
ROIC 37.0%
2004 2006 Depreciation/Revenue

60.9% 2004
36.5% 0.0%
2006 Cash Tax Rate 0.0%

2004 2006
1.0%
1.4% Average Capital Turns Op. Working Cap./Revenue
2006 2005 2005

0.98 101.8%
0.53 189.1%
2006 2006

Fixed Assets/Revenue
2005
0.0%
0.0%
2006

Historical ROIC and Drivers



Gross Margin
Firm Ticker BX 2007

77.0%
77.0%
2016

Operating Margin SG&A/Revenue
2007 2007

Pre-tax ROIC 67.5% 9.5%
2007 67.5% 9.5%

36.6% 2016 2016
ROIC 15.7%
2007 2016 Depreciation/Revenue

36.2% 2007
15.4% 0.0%
2016 Cash Tax Rate 0.0%

2007 2016
1.0%
1.4% Average Capital Turns Op. Working Cap./Revenue
2016 2007 2007

0.54 184.4%
0.23 431.1%
2016 2016

Fixed Assets/Revenue
2007
0.0%
0.0%
2016

Forecasted ROIC and Drivers



Firm Ticker BX

Value Score Rationale
Net Income 559.31 1 1 Point for Positive NI
Free Cash Flow 352 1 1 Point for Positive FCF
ROA (% change NI/ % change TA) 0.07 0 1 Point if % increase in NI > % increase in TA
Earnings Quality (EBIT/NI) 1.01 1 1 Point if EBIT > NI
Total Assets to Total Liabilities 1.09 1 1 Point if % increase in TA > % increase in TL
Working Capital (Current Ratio) 1.83 1 1 Point if Current Ratio is at least as large as last year
% Change Shares Outstanding (Diluted) NA NA 1 Point if total diluted shares increased by less than 2%
Gross Margin 77.7% 1 1 Point if GM increased over last year
Asset Turnover (% Change Sales/ % Change assets) 0.03 0 1 Point if sales increased faster than total assets
Total Liabilities to EBITDA 13.78 0 1 Point if ratio is less than 5.0
Total Liabilities to Operating Cash Flow (EBIT) 13.78 0 1 Point if ratio is less than 4.0

Total Score (Possible 11) 6

Piotroski's Financial Fitness Evaluator




