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The assignment

Blackstone had spent years widening access to alternative investments for high-net-worth and
mass-affluent individuals. Its FY2023 annual report said private-wealth capital had become an
increasing part of the firm's assets under management and that Blackstone expected the trend
to continue. The report also described a broad set of products across real estate, credit, private
equity and other strategies. [S1]

On March 1, 2024, a hypothetical outside strategy adviser is asked to recommend how
Blackstone should approach the next phase of this growth. Should it continue expanding
private-wealth distribution and product access across perpetual-capital strategies, or pace the
next wave and emphasize institutional and closed-end channels until liquidity governance,
investor expectations and operating controls have been tested through stress?

The recommendation is about strategic emphasis and sequencing. No budget, product launch,
internal debate or specific management decision is assumed. A hybrid is acceptable if it
identifies what would proceed, what would wait and which observable safeguards would change
the pace.

Growth with a liquidity question

Blackstone built its business around institutional investors and traditional drawdown funds.
Those funds generally do not let investors redeem at will. The firm had broadened beyond that
model: its private-wealth business offered different products through multiple distribution
channels, while some open-ended vehicles allowed periodic withdrawals subject to
product-specific terms. Blackstone described Perpetual Capital as an important and growing
source of management fees and performance revenues. The category includes multiple
strategies and types of clients; it does not mean that every product has the same redemption
rights. [S1]

BREIT, Blackstone's large non-listed real estate investment trust, made the tension visible.
Blackstone's FY2023 10-K said market volatility drove a material increase in BREIT repurchase
requests beginning in late 2022. BREIT began prorating requests in November 2022 under its
terms. Blackstone reported that inflows materially declined after proration was announced and
that BREIT then had net outflows. It also warned that limits on repurchases may protect a
vehicle but can damage reputation, reduce future subscriptions and hurt related revenue. The
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filing listed multiple possible reasons investors might redeem, including rate changes, asset
allocation, performance, reputation, personnel changes and liquidity needs. It did not quantify
the contribution of each cause or the resulting parent-company revenue effect. [S1]

The question is larger than one fund's repurchase plan. Blackstone's 2023 results showed $1.04
trillion in total AUM, including $396.3 billion of Perpetual Capital AUM. The firm reported $148.5
billion of inflows for the year. Yet its Real Estate segment's distributable earnings fell 47% year
over year, while real estate fee-related earnings fell 9%. BREIT raised $813 million in the fourth
quarter. Segment, AUM and inflow measures cover different scopes; none isolates the
economics of private-wealth distribution. [S2]

A fund-level snapshot

BREIT's February 15, 2024 prospectus supplement reported January 31 NAV of $60.1 billion.
Among the components, it listed $2.18 billion cash and cash equivalents, $0.65 billion restricted
cash, $109.97 billion of real estate investments, $8.37 billion of real estate debt investments
and $62.70 billion of mortgage notes, term loans and revolving credit facilities. These are
BREIT figures, not Blackstone parent-company assets or liquidity. The source reports values at
the fund level and does not imply that all cash is freely available for repurchases. [S3]

The same supplement said the adviser was ultimately responsible for BREIT's NAV under
valuation guidelines approved by its board. Third-party appraisal firms appraised properties
annually. The March 1 transaction price used January 31 NAV; the supplement cautioned that
events after January 31 could materially affect NAV. BREIT said it intended to keep selling
shares monthly. These disclosures raise questions about the relationship between access
frequency, underlying asset liquidity and price discovery. They do not prove that NAV was
inaccurate or that an investor could sell at that price in a public market. [S3]

Another sponsor's account

Starwood Real Estate Income Trust (SREIT) also described investor repurchase limits in 2023. In
a November update, it said September requests were 44% below its January peak, investors
who began requesting repurchases in November 2022 had received more than 99% of their
money back, and it had access to liquidity equal to 12% of NAV through cash, marketable
securities and a credit line. It presented its asset mix, geographic allocation and debt structure
as strengths. These were sponsor-authored, estimated and unaudited figures. SREIT differed
from BREIT in portfolio mix, size, liabilities, investor base, valuation and request timing; the data
do not establish that one fund's liquidity design was superior. [S4]

Two ways to interpret the pressure

Investor withdrawals can discipline a fund manager when they follow weak performance or a
rational change in investor needs. But with illiquid assets, one investor's redemption can impose
costs on those who remain. If investors expect more withdrawals, the incentive to exit may
grow.

Academic studies find evidence for both mechanisms in other settings. A study of German
open-end property funds found that returns mattered in normal times and crisis periods, while
fund-level liquidity differences helped explain withdrawals during a crisis. A study of U.S. equity
mutual funds found that bad performance was associated with more sensitive outflows at funds
holding less-liquid assets, especially where ownership was less concentrated. These results are
not estimates for Blackstone or BREIT: the assets, investor bases and redemption terms differ.
[S5]-[S6]
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The evidence leaves important questions open. Were BREIT investors responding mainly to
returns, rates and portfolio needs, or did expectations about other investors' withdrawals
amplify the pressure? Would continued private-wealth expansion diversify Blackstone's funding
and broaden access, or expose more of the platform to the reputation and liquidity constraints
of semi-liquid products? The public disclosures do not answer these questions.

Decision

As the outside adviser, prepare a recommendation for the next phase of Blackstone's
private-wealth strategy. Choose one direction or propose a staged hybrid. Explain:

1. What the evidence says about the strategic value of broader private-wealth access.

2. What the BREIT episode does and does not establish about liquidity, investor confidence and
the firm's economics.

3. Which fund-level and channel-level safeguards or indicators should guide the pace of growth.
4. What new information you would request before committing to a faster or slower path.

Use only information available by March 1, 2024. Do not assume that BREIT's fund-level NAYV,
assets, cash or debt are Blackstone's corporate resources. Do not turn the academic estimates
into a company forecast.
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Exhibits

Exhibit 1. Blackstone platform scale and real estate results

FY2023 unless indicated; $ billions except earnings measures, which are also $ billions.
Company-reported measures.

Measure FY2023 / year-end value

Total AUM $1,040.2

Fee-earning AUM $762.6

Perpetual Capital AUM $396.3

FY2023 inflows $148.5

Total company fee-related earnings $4.35

Real Estate segment AUM $336.9

Real Estate segment fee-related earnings $2.14 (down 9% year over
year)

Real Estate segment distributable earnings $2.27 (down 47% year over
year)

BREIT Q4 2023 fundraising $0.813

Source: Blackstone, FY2023 earnings presentation, pp. 2-4, 7, 11. AUM and inflows are not
revenues. Segment figures cover more than BREIT. Distributable earnings is a non-GAAP
measure; refer to source definitions. This exhibit does not identify private-wealth margins or
isolate the effect of BREIT redemptions.

Exhibit 2. BREIT balance and valuation snapshot

January 31, 2024; $ billions, rounded. BREIT fund-level amounts, as disclosed in its prospectus
supplement.

Selected item Amount
Net asset value $60.08
Real estate investments $109.97
Real estate debt investments $8.37
Investments in unconsolidated entities $11.22
Cash and cash equivalents $2.18
Restricted cash $0.65
Mortgage notes, term loans and revolving credit facilities, net $(62.70)
Secured financings on real estate debt investments $(4.36)

Strategy & Finance | S&F-STR-089



Source: BREIT Prospectus Supplement No. 11, Feb. 15, 2024, p. 2. Figures are selected
components; other assets/liabilities and non-controlling interests are omitted from this
abbreviated exhibit. NAV is not a public-market liquidation price. Adviser determines NAV under
board-approved guidelines; properties are appraised annually by third parties. The March 1
transaction price was based on January 31 NAV, and the supplement noted that later events
could materially affect NAV. Do not aggregate these fund values with Blackstone's parent-level
exhibit.

Exhibit 3. SREIT's November 2023 liquidity account

SREIT statement As of / period Sponsor-reported figure
Requests below January 2023 peak September 2023 44%

Investors who first requested By Nov. 2023 More than 99% of their requested
repurchases in Nov. 2022 had money

received

Access to liquidity Sept. 30, 2023 $1.4bn / 12% of NAV

Source: SREIT Q3 2023 update, Form 8-K, Nov. 7, 2023, pp. 3-6. The sponsor describes these as
estimated/unaudited data and its interpretation of liquidity protection. SREIT is not a like-for-like
benchmark for BREIT.
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