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Major American Exports: 1950

(aollars in billions)

Rank
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Category.

Raw cotton

Electrical machinery and equipment
Wheat

Automotive parts and accessories

Leafi tobacco

Tractors and carts

Motor buses, trucks, and chassis

Medicinal and pharmaceutical preparations
Coal, bituminous

Metal-working machinery and tools

Source: United Nations Yearbook of International Trade Statistics. Values inflation
adjusted to 2003 dollars.

Value
$7.9
$3.3
PNl
$2.4
)
)
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$1.6
$1.6
$1.5
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Major American Exports: 2004 Estimates

(aollars in billions)
Rank Category

Automotive vehicles, parts, and engines
Semiconductors

Computer accessories

Private equity capital (with LBO leverage)
Civilran aircraft

Industrial machines, other

Electric apparatus

Telecommunications equipment
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Pharmaceutical preparations

10 Plastic materials

Source: World Trade Magazine, October 2004 — Census Bureau data as of 2003; Thomson Venture
Economics, data for partnerships only; EVCA, APER; Standard & Poors LCD

Value
$80.7
$46.1
$31.3
$30.0
$25%6
$215
G217
$20.7
$20.5
$17.9
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Major American Exporters: 1994

(aollars in billions)

Rank  Company name ——— Exports
.1 General MOTOTCRSEE—— $16.1.
.2 Ford Motor $11.9.
o e BOEINGE $11.8
4 Chrysler $9.4
> General Electnrc $8.1
6 Motorola . $7.4
DAL —— $6.57
.8 PalipMoernis $4.9
9 Archer Daniels Mdland $4.7

10 Hewlett-Packard $4.7

Source: Fortune, November 13, 1995 THE CARLYLE GROUP




Selected Major American Exporters: 2004

Company name Exports
B TTTETE—— (qohers lle
Private equity InaUSUYACHESIERBSIALEOREVerage) $30.0/
Boeing oo TS Fores
(General Electric %92
Gatzrpillar
Archer Daniels Midlana> S0
Motoreld RPN R
Altria B3NS

Source: company reports; *data for the 12 months ended 6/30/04; Thomson Venture THE CARLYLE GROUP

Economics, data for partnerships only; EVCA, APER; Standard & Poors LCD




Private Eguity

1. Investment of capital in buyoeuts and venture capital

2. Was cottage industry in United States from post World
War Il period to mid 1970s—just venture capital—few
firms, small funds, all invested in United States

3. Late 1970s, buyouts began—small at first—but returns
attracted capital

(dollars i billions) 1980
Fundraising: 5 years ended il 7
Investment: 5 years ended $0.8
Total capital under management $4.5
Number of firms/funds 113/158
Number of professionals 1,583
Largest fund $0.1

Source: Thomson Venture Economics, data for partnerships—firms investing own capital THE CARLYLE GROUP

only; excludes fund of funds; includes US buyout and venture firms



Private Equity: Growth of
US Buyout and Venture Industries

4. By end of 1980s, US private equity firms managed
$96 billion—principally commitments from
Institutions but some high net worth investors

$100 - $96.0
$80 -
A
oS  $60 -
E
S $40 -
=
$20 -
$4.5
$0 | —
1980 1990

M Total Capital Under Management: U.S. Buyout & Venture Fi

Source: Thomson Venture Economics, data for partnerships—firms investing own capital THE CARLYLE GROUP

only; excludes fund of funds



Private Equity: Growth of
US Buyout and Venture Industries

5. By the late 1990s, private equity had grown into an
Industry with enormous capital committed, over a
thousand firms, thousands of professionals, and
tens of millions of workers employed by companies
funded by private equity

(dollars in billions) 1980 2000 | 2000 vs. 1980
Fundraising: 5 years ended $1.7 $354 208x
Investment: 5 years ended $0.8 $229 286X
Total capital under management $4.5 $562 125x
Number of firms/funds 113/158 | 1,447/2,797 13x/18x
Number of professionals 1,583 15,474 10x
Largest fund* $0.1 $6 510)4

Source: Thomson Venture Economics, data for partnerships—firms investing own capital THE CARLYLE GROUP

only; excludes fund of funds; includes US buyout and venture firms




Private Equity: Bubble Burst

6. Around 2000, the bubble burst In
venture capital and buyouts
> Capital commitments declined

> Returns dropped to negative levels for
venture capital

> Billions lost in value of holdings by
private equity firms

> Portfolio valuations decreased by 20
percent to 50 percent or more

THE CARLYLE GROUP

Source: Thomson Venture Economics



Private Equity: Bubble Burst

Net change In portfelio valuations
12/31/2000—12/31/2002

US venture anad puyout funds formed 1969—2002

US-Early US- US Late US
Stage Balanced Stage Venture US LBO US Mezz Nasdag S&P 500

(10) 7

(20) 1

COR

Percent

COR

ClON

(60) 7

(70) -
Stage

Source: Thomson Venture Economics
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Private Equity Today:

US Buyout and Venture Industries

7. Today, private equity has fully recovered and Is
exceeding previous peak years in terms of capital

commitments, returns, firms, and employees

(dollars in billions) 2000
Fundraising: 5 years ended $354
Investment: 5 years ended $229
Total capital under management $562
Number of firms/funds 1,447/2,797
Number of professionals 15,474
Largest fund* $6

Source: Thomson Venture Economics, data for partnerships—firms investing own capital

2005 YTD | 05 YTD vs. 00

$279

$217

$771
1,626/2,875
17,391
$>10

0.8x
0.9x
1.4%
1.1x/1.03x
1.1x
1.7%

THE CARLYLE GROUP

only; excludes fund of funds; includes US buyout and venture firms; data as of 3Q05
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Buyout Funds: 2005 vs. 1980

(dollars i milions)

Date Eund

1980 KKR

2005 Blackstone Capital Partners V*
2005 Apolle Investment Fund VI*

2005 Carlyle Partners IV/Europe Partners Il
2005 Permira [new fund]*

2005 GS Capital Partners V

2005 Warburg Pincus Equity Partners IX
2005 Thomas H. Lee Equity Partners VI*
2005 CVC European Equity Partners IV
2005 BC European Capital VIII

Value

$67
$13,000
$10,000
$10,000
9,000
8,500
8,000
7,500
7,300
$ 7,300

A OF EEELEEE A

THE CARLYLE GROUP

Source: Capital I1Q, Thomson Venture Economics; *funds currently being raised shown with
target value, includes fund sizes less than $7 billion
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Why Did the Industry Get So Big?

(IRR percent) 3-year

NASDAQ 13.6
S&P 500 6.4
DJIA 3.6
Russell 3000 7.6
US buyout 10.7
All'quartiles
US venture (O
All quartiles
US buyout 20.1
Top quartile
US venture 14.6
Top guartile

Source: Thompson Venture Economics, PE data as of June 30, 2005 and for
partnerships only; Bloomberg, market data as of June 30, 2005

S-yeal
(12.3)

(3.9)

(0.3)

(2.9)
2.5

(9.3)

12.3

2.5

10-year

8.2
8.1
8.5
8.3
9.6

33.8

27.0

102.6

15-year

10.5
8.3
8.8
8.6

11.1

21.8

28.3

AVIRe)

20-year
10.2
9.5
10.7
9.4
1315

16.7

41.3

31.6

THE CARLYLE GROUP
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How Private Equity Works

>

Basic economic model—1960s

80 percent / 20 percent,
management fee: 1-2 percent

Preferred return: 7—9 percent

Invest through funds: 5 year
Investment periods typical

Good deals and bad deals offset
to produce returns

THE CARLYLE GROUP
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vate Equity: 2005

In 2005, private equity has become an

‘Industry” of enormous size and economic

power

Wall Street’s largest source of fees

Pension funds devoting 10—15 percent of
their entire principal to private equity

Vast majority of M&A transactions are now
private equity investments

Leading firms have brand value—their moves
subject to enormous press attention

THE CARLYLE GROUP
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Private Equity: 2005

> Growth of private equity firms’ sizes:

(dollars in billions) 20)0]0) 2005
Blackstone $12 $27.6

($32 total raised)
Texas Pacific Group $7 $15
Thomas H. Lee $7 $14
Bain Capital $12 $24
Carlyle $10 $30

> Combined portfolio of Carlyle, Blackstone, KKR, and
Texas Pacific Group:

= Over $90 billion under management
=  $160 billion in revenue
=  Over 910,000 employees

THE CARLYLE GROUP

Source: company Web sites, Forbes, Wall Street Journal; Economist



Private Eqguity: Glebalization

> Private equity Is not now just a
phenomenon of US firms investing US
capital in the United States

= Beginning in mid to late 1990s, and
rapidly accelerating over past 2 to 3
years, the large US firms are
focusing their efforts abroad

= Mid to late 1990s: W. Europe
= 2000s: Asia—China, India, Japan

THE CARLYLE GROUP




Private Equity: Globalization—How
Didl This Happen?

> Private equity was initially limited to a
firm’s own country

> The first venture capital funds in Silicon
Valley (1960s) thought of themselves as
local businesses

> The early buyout firms (late 19/0s and
early 1980s) focused on United States

THE CARLYLE GROUP




Private Equity: Globalization—How
Didl This Happen?

> In the late 1970s and early 1980s, LP
Investors began investing with local private
equity firms in other countries—following their
nonprivate equity practices

> In the late 1980s and early 1990s a number of
US based private equity firms began investing
abroad
= JP Morgan, Goldman, AIG, Advent, Warburg
Pincus, CVC—often noncontrol investments
> Why? —Less competition, American hubris,
grass IS greener concept

THE CARLYLE GROUP
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Private Eqguity: Glebalization

> Today’s 10 leading US private equity firms are all active
OVerseas:

Apollo — Europe

Bain — Europe

Blackstone — Eurepe, now going to Asia, especially
India

Carlyle — Europe, Asia

Clayton, Dublilier & Rice — Europe

Goldman Sachs — Europe, Asia

JP Morgan — Europe, Asia

KKR — Europe, now going to Asia

TPG — Europe, Asia

Warburg Pincus — global (heavy Asia, India allocations)

THE CARLYLE GROUP
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Carlyle

A\
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V V. V VYV V

Began in 1987 withi $5 million
Now manage nearly $35 billion

Invested $14.9 billion in equity—30 percent gross IRR
over 18 years

37 buyout, venture, real estate, high yield, energy,
hedge funds

338 Investment professionals

631 total employees

Now managing 192 current investments
Controlled companies have $31 billion in revenues

International funds have made 111 corporate
Investments

THE CARLYLE GROUP
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Carlyle Index

Total funds raised since inception
Capital under management

Funds

Current number of active investments
Number of exited investments

Total distributions

IRR on realized transactions
Investors

Aggregate Portfolio Co. employees

Aggregate Portfolio Co. sales
Number of offices
Total personnel

Investment professionals

$36.3 hillion
$34.9 billion
57
192
247
$14.7 billion
34 percent
800
131,000

$31 billion
A

631

338

THE CARLYLE GROUP




Carlyle’s Globalization

>

Offices In 13 countries outside the United
States

$8.7 billion committed to international
Investments

Buyout and venture funds in Europe, Japan,
China, India, Australia, Mexico, with Eastern
Europe and Middle East possible in 2006

Offices in London, Paris, Munich, Milan,

Barcelona, Frankfurt, Madrid, Luxembourg,
Mexico City, Tokyo, Hong Kong, Shanghai,
Beljing, Seoul, Singapore, Sydney, Mumbali,

an d D u bal THE CARLYLE GROUP
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Carlyle’s Globalization

> Buyout, venture, real estate funds in Europe, Asia, Japan
> Total capital committed to international funds: $8.7 billion
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Luxembourg

,/l

Munich

R \
: London

Denver ) Paris

— ® New York
an Francis L* Washington, DC
Los Angeles

Newport Beach V )

@
S
Dallas * Charlotte, NC
Mexico City ,/ N

o o Beijing °Ar
() g
()

\ Singapore

'® Tokyo

Sanghal
S // . —~ Hong Kong

\‘\

Sydney

S _J



Why Did the Industry Globalize?

> United States Is seen as mature market—
competition IS very intense, and returns
should decline as a result

> Europe has received most attention because
of size of economy and restructuring
opportunities (Europe is where most
buyouts have occurred for each of last three
years)

> Asia’s enormous growth (and size) have
lately been seen as a place where once-in-a-
lifetime opportunities are occurring

THE CARLYLE GROUP




Why Did the Industry Globalize?

> Returns are thought to be better

> United States sense of need to
globalize—export US private equity
techniqgues and benefits (less true of
European firms)

> Investors willing to entrust large sums
to US firms investing overseas (despite
history of difficulty of investing outside
one’s country)

THE CARLYLE GROUP




State of US Private Equity
Investments Abroad

> Selected US firms” funds / commitments to non-
US Investments:

=  Carlyle—commitments to international funds:
$8.7 billion

= KKR European Buyout Fund I1—$5.4 billion
=  Apax Europe VI—$5.2 billion

= CCMP (JP Morgan) Asia Opportunity Fund I
—3%$1.6 billion

= Newbridge Asia IV—%$1.5 billion

> Since 2000, US general partners have invested

$54 billion of equity abroad—an estimated
export of $100+ billion; (with; LBO! leverage)

Source: Thomson Venture Economics, data for partnerships—firms investing own capital THE CARLYLE GROUP
o only, data for buyout and venture firms only; Financial Times



US Firms’ Involvement in
Top European LBOs

(euros: in miions)

Date __________________________ T arget ________________________________________________ Acqu|rer _________________________________________________________________________________________________________________________ 7 a|ue¢ ____________
______________________________________________________________________________________________________________________ Aan/BIaCkStone*/KKR*/PermIra/
Dec 05 TDC Providence* €13,000%
|\/|ayo5W|ndTe|ecom ____________________ Weathermvestments€121oo¢¢ ______
|\/|ayo5v|terra ________________________________________________ TerraF|rmaCap|ta|Partners ______________________________________________ € 7000 ___________
Au903 _________________ s eatPagmeBC/CVC/|nVASS&Per ____________________________________________________________________ € 5650 ___________
Junoz __________________ LegrandKKR*/Wende| ____________________________________________________________________________________________________ € 4971 ___________
Jano5Amadeus ______________________________________ Cmven/BCPartners _______________________________________________________________________________ € 4300 ___________
|\/|ay01 ________________ v e||(3roup ___________________________________ : ICkSMuse*/Aan ___________________________________________________________________________________ . 3585 ___________
octo3 ___________________ s comsh&NeW ______________ TPG*/B|ackstone*/CVC _________________________________________________________________ € 3568 ___________
Ju|oo _____________________ NortthmeB|ackstoneeta|* _____________________________________________________________________________________ € 3477 ___________
JunOZJeffersonSmurf|t __________ |\/| ad|sonDearbom* ______________________________________________________________________________ € 3377 ___________
|\/|ay01 ________________ |\/|er|d|enHote|sRoya||3anketa| ________________________________________________________________________________________ € 3183 ___________
Novol _________________ E|rcom|:|xed|_n _____________ Soros*/Prowdence* _____________________________________________________________________________ . 3014 ___________

Source: The Deal, Dealogic; Initiative Europe / *US buyout firms

» *Assumes a historical dollar/euro conversion rate of 1:1 / **estimated, not closed




US Firms’ Involvement in
Top Asian LBOs

(aollars in millions)

Jul 03 GEAC AG&L/CBA/Mitsui, et al. $2,664

Sggvt ale Fortune/Goldman™, etal. ~ $1,1107
Jumbioospe VRSl 683
Oct 04 MagnaChip — CVC/Cmcorp $827
Nov 02 First Credit Lone Star* $818

Source: Various, including AVCJ, SDC, and news runs / *US buyout firms




US Firms’ Involvement In
Top Latin American LBOs

(dojacs ipmilfons)
Date Target  Acquirer —  Value*
1998 Davivo Int’l Harbour\Vest*/Hicks $722
__________________________________________________________________________________________________________ Muse*/JPMorgan>
1997 Ferronorte JPMorgan* %475
2004 DiscosA Capital Group, AIG*, IFC $160
2005 Discovery Vuela $100
Americas

> High equity percent—2004’s largest deal: Disco SA—equity $160 /
total $315 million

Source: Thomson Venture Economics / *US buyout firms; equity invested only%; VELA
30
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State of US Private Equity
Investments Abroad

> Amount ofi limited partner US dollars invested
overseas Is not as easily determined

= Since 2000, US limited partners have
committed an estimated $50 billion of equity
abroad—an estimated export of $100+ billion
(with LBO. leverage)

= This “limited partner” capital is less visible, but
still a factor in perception that United States is
benefiting from the “globalization” of private
equity

=  For many, the “globalization” ofi private equity
IS really the Americanization of private equity

Source: Thomson Venture Economics, data for partnerships—firms investing own capital THE CARLYLE GROUP
only; excludes fund of funds; data for buyout and venture firms only; EVCA; APER



So What'’s the Problem?

>

Source: BusinessWeek, EVCA

32

US private equity firms are leading the globalization of
private equity

These firms and their investors are profiting handsomely, at
this point

US private equity does offer some attractions to local
economies

= Improves local, national competitiveness

=  Enhances local wealth creation

=  Enhances local employment

= Spurs local firms’ competitiveness

European companies acquired in buyouts 2000—04
experienced net job creation of 420,000 jobs

= These companies grew employment at 2.4 percent
annually vs. 0.7 percent for the Eurepean Union during
the same period

THE CARLYLE GROUP
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he Problem

1. Resentment over increasing American domination
of key parts of local economies

2. Concern that American values—investor returns—
are not the same as local values (local control,
Job security, social benefits)

3. Profits are returning largely to the United States—
IN many cases, untaxed by local countries

> Shinsel transaction
> Korean bank transactions

4, Profits realized too quickly?

THE CARLYLE GROUP
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Reaction

il
2.

In Germany, private eguity investors called “locusts”

In Japan, a 20 percent withholding tax has been
Imposed on certain foreign investment profits

In Korea, a similar withholding tax is being
considered

Regulatory barriers are being erected to the
Investment of foreign capital (actually, they are
often following US lead or how United States
responds to foreigners investing in United States)

Repatriation of profits is becoming more of a
challenge

THE CARLYLE GROUP




Benefits from Global Private Equity
Investing from US Perspective

> Large business: estimated US GP & LP
exports since 2000 have exceeded $200
billion (with LBO! leverage)

> Growing business: during last 5 years,
US private equity firms exported 50x as
much capital as they did during the 10-
year earlier period

> Profitable business

Source: Thomson Venture Economics, data for partnerships only; EVCA, APER; Tar CARLYLE GROUP

Standard & Poors LCD



Benefits from Global Private Equity
Investing from US Perspective

>
>

Source: BusinessWeek

Improves local companies abroad

Boosts employment and helps local
economies: buyouts 2000—04 created
420,000 net jols In Europe

Spurs innevation

Encourages development in emerging
markets

Helps spur necessary restructuring in
mature economies

THE CARLYLE GROUP
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Solutions

il

3.

US government should recognize importance of
private equity as export—respond strongly to
efforts to impede unfettered investment abroad

Foreign governments should seek reciprocity—
make US government recognize markets should
be open for foreign private equity investment
(FIRPTA, CIFIUS, Unocal)

US private equity firms need to:

> Recognize local social and economic concerns
to greater extent

> Involve local professionals

THE CARLYLE GROUP




38

Solutions

4.

> Involve local investors
> Involve local business leaders on boards

> Focus more on timing of exit of
Investment

> Recognize public relations issues

US private equity investors overseas should
form an organization to study effects of
International private equity investing and
that can speak with one voice on the subject

THE CARLYLE GROUP
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Conclusion

1. US export ofi private equity capital is increasing

2. This trend and Its effects abroad are pluses for
the US economy

3. Risk of interference: harms free flow of
Investment capital and potentially harmful to US
limited partners in American general partner
firms (pensions suffer the most)

4. US and global economy will benefit from
Increased efforts to enhance this new export
Industry and maximize Its positive reception
abroad

THE CARLYLE GROUP
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