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Q3 Cash Earnings Just Below Our Estimate, Outlook Remains Favorable

M Bottom Line: BX reported Q3’07 EPS (adjusted cash flow from ops) of $0.29 vs. our est. of $0.30 (same
as street) & $0.16 a yr ago. Adj. cash flow from ops was $311mm vs. $323mm we expected, with lower
than expected realizations driving the difference vs. our number. Adj. cash flow from ops is the number to
track here in our view since it excludes non-cash unrealized gains & compensation accruals for those
gains and more importantly drives the dividend payout ($1.20 per unit, note BX declared their first
quarterly dividend payment of $0.30 to be made in Dec.). While quarterly results can be lumpy, with
YTD adjusted cash flow from ops per share of $1.38 (9 mos. ‘07), we continue to see the dividend as
biased to the upside for next year. BX ends Q3’07 with $28.1 B of unrealized value (gains of $8.2B) in
its corporate & private equity fund businesses (vs. $26.1 billion last qtr) which is worth ~$1.00+ per share
in earnings power (adjusted cash from ops) we estimate, not to mention $9.3B of LP capital already
committed but not deployed across its Corporate and Real Estate Private Equity groups (vs. $8.8B a qtr
ago), worth another ~$1.50+. BX’s hedge fund segment also saw positive returns for the quarter which
compared favorably to peers, as well as solid asset under mgmt growth, particularly fee paying AUM.
Financial Advisory (M&A) revs also rose 60% year/year, and were 9% more than expected.

M Asset Growth Solid: Total assets under management ended the quarter at $98.2 billion, 56.6% above a
year ago and up 7.0% sequentially. The highest sequential asset growth was seen in the Marketable
Alternative Asset Management segment, up 9.7% sequentially followed by Real Estate up 8.5% from
Q2’°07. Average fee earning AUM was $76.5 billion in Q3’07 up 7.1% from Q2’07 and up 55.8% from a
year ago. Within Corporate Private Equity, the firm deployed $2.34 billion in Limited Partner Capital
compared to $915.3 million a year ago. LP capital deployed within the Real Estate segment totaled
$269.8 million in Q3, down from $982.8 million in Q3’06.

M Solid Year over Year Revenue Trends Across Segments; Down Sequentially on Fewer Deal
Closings: Revenues of $526.7 million were up from $461.5 million a year ago on stronger year over year
results in Corporate Private Equity, Marketable Alternative Asset Management and Financial Advisory
segments. By segment, results in the private equity segments were well below our expectations (more so
on the recognition of realized gains $109mm vs. the $269mm we had modeled), and below our
expectations in the Market Alternative Asset Mgmt business though partially offset by stronger than
expected results in the M&A Advisory business.

M Unrealized Value: Total unrealized value at the end of the third quarter equaled $28.2 billion offset by a
cost basis of $19.9 billion for net gains of roughly $8.3 billion. Net unrealized value from Real Estate
represents 57% of the total while the remaining 43% is from Corporate Private Equity.

M Conference Call Details: Blackstone will host a conference call at 10:30am (EST) to review Q3’07 and
first half earnings results. The dial in number for U.S. investors is (888) 680-0890 and (617) 213-4857 for
international callers, passcode for the call is 57287019.

M Focus areas on call: Overview of investment performance of MAAM, impact credit markets are having
on IRR expectations on more recent PE transactions, outlook for comp expense % revenues, PE and
M&A backlog of transactions, any pick-up in restructuring business, color on net capital flows in Q3°07
and backlog of requests for proposals or capital raises which have not funded yet, tax rate
guidance/thoughts on tax bill proposals, and any updated dividend guidance.
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REG AC - ANALYST CERTIFICATION

The primary research analyst whose name appears in this research report certifies the following: (1) that all of the views
expressed in this research report accurately reflect his or her personal views about any and all of the subject securities or issuers;
and (2) that no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst in this research report.

IMPORTANT DISCLOSURES

Banc of America Securities LLC (BAS) and Banc of America Securities Limited (BASL)
Stock Rating System

The rating system is based on a stock's forward -12-month expected total return (price appreciation plus dividend yield). The
prospective rates of return that help define the Buy, Neutral and Sell ranges are subject to change from time to time,
corresponding with changes in prospective rates of return on competing investments. The specific volatility levels that divide our
stocks into low, medium, high, and extreme ranges are subject to change from time to time, corresponding with changes in the
volatility of benchmark indexes and the companies that comprise them.

Volatility Ratings
Buy Neutral Sell
Low 0%-25% 11%+ 10.9%-0.1% 0% or worse
Medium 25%-35% 15%+ 14.9%-(2.9)% (3)% or worse
High 35%-55% 20%+ 19.9%-(6.9)% (7)% or worse
Extreme 55%+ 32%+ 31.9%-(14.9)%  (15)% or worse

Source for volatility: Bloomberg.

Rating Distribution*
Global Coverage

Coverage Universe Companies Pct. Investment Banking Clients Companies Pct.**
Buy 425 43 Buy 240 56
Hold 522 53 Hold 298 57
Sell 33 3 Sell 21 64
Finance Sector

Coverage Universe Companies Pct. Investment Banking Clients Companies Pct.**
Buy 66 41 Buy 34 52
Hold 89 55 Hold 58 65
Sell 6 4 Sell 6 100

*  For the purposes of this Rating Distribution, “Hold” is equivalent to our “Neutral” rating.
**  Percentage of companies in each rating group that are investment banking clients.
As of 11/01/2007.

The analysts and associates responsible for preparing this research report receive compensation that is based on various factors,
including the total revenue of BAS and its affiliates, a portion of which is generated by investment banking business. They do not
receive compensation based on revenue from any specific investment banking transaction.

BAS and BASL prohibit analysts and members of their households from maintaining a financial interest in the securities or
options of any company that the analyst covers or that falls within the analyst’s coverage sector except in limited circumstances
(for securities and options acquired prior to July 9, 2002), as permitted by the New York Stock Exchange and the NASD. Stock
ownership in the companies mentioned in this report by the analyst who has prepared this report and members of his or her
household is disclosed below. The absence of such disclosure means that the analyst(s) preparing this report (including members
of his or her household) does not have any direct stock ownership in companies mentioned in this report. BAS and BASL also
permit analysts and members of their households to own diversified mutual funds and to maintain financial interests in funds and
other private investments that may include companies in a sector that the analyst covers if the person acquired the financial
interest prior to July 9, 2002.
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BAS and BASL policy prohibits research personnel from disclosing a rating, recommendation or investment thesis for review by
an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis. Materials
prepared by BAS and BASL research personnel are based on public information.

With the exception of members of research management named on the directory located at www.bofa.com/login or on the back
page of this report, the persons listed on this directory have the title of "research analyst." Any other contributors named on the
front cover of this research report but not shown on this directory have the title "research associate."

For applicable current disclosures, please call us at 1-888-583-8900 and ask for your BAS representative, or write us at Banc of
America Securities LLC, Attn. Compliance Department, 40 West 57th Street, New York, NY 10019, or visit our website at
www.bofa.com/login, containing all applicable current disclosures. If you do not have a username or password, please contact
your BAS representative or call the number above.

Further information on any security or financial instrument mentioned herein is available upon request.

Company - Specific Disclosures

BAS and/or its affiliates have lead- or co-managed an offering of securities for this company in the previous 12 months: The
Blackstone Group L.P..

Banc of America Securities LLC is acting as financial advisor to The Blackstone Group in connection with its announced
acquisition of Hilton Hotels Corporation: The Blackstone Group L.P..

The Blackstone Group L.P. (BX)
Target Price, Valuation Method, Risk Factors

Target Price: $38.00
Valuation Method Used To Reach We use a dividend discount model to arrive at our $38 target, which
Target Price: assumes a long-term tax rate of 33%, and which is 19x our 2008 EPS

estimate vs. our 5-year secular growth rate expectation of 25%.

Risk Factors:
1 Credit Spreads widen to 2002 peaks making it more difficult to finance LBO deals, and compressing rates of returns.

Tax bill proposals pass which raise Blackstone's tax rate from 24% (on cash earnings) to 35-40%.
Brain drain as senior investment professionals receive stock which will become fully transferable over-time.
Conflict of interests between limited partner in BX's private equity funds and their public equity shareholders.
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Disclaimers

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities
or as agent of any issuer of any securities. None ofy BAS, BASL, their affiliates or their analysts (collectively, BofA) have any authority whatsoever to
make any representation or warranty on behalf of the issuer(s). This report is provided for information purposes only and is not an offer or a solicitation
for the purchase or sale of any financial instrument. Any decision to purchase or subscribe for securities in any offering must be based solely on existing
pﬁlblic information on such security or the information in the prospectus or other offering document issued in connection with such offering, and not on
this report.

For securities recommended in this report in which BofA is not a market maker, BofA usually provides bids and offers and may act as principal in connection
with such transactions. BofA is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. BofA
may hold, at any time, a trading position (long or short) in the shares of the subject company(ies) discussed in this report. BofA may engage in securities
tra_nsacti]o]gls in a manner inconsistent with this research report and, with respect to securities covered by the report, will buy or sell from customers on a
principal basis.

Securities recommended, offered or sold by BofA are not insured by the Federal Deposit Insurance Corporation, are not de]iosits or other obligations of
any insured depository institution (including Bank of America, N.Ag,and are subject to investment risks, including the possible loss of the principal amount
invested. The information contained in this report (with the exception of the information set forth under the captions "Regulation AC Certification" and
"Important Disclosures") has been obtained from and is based on sources believed to be reliable, we do not guarantee its accuracy, and it may be incomplete
or condensed. All opinions, projections and estimates constitute the judgment of the author as of the date of the report and are subject to change without
notice. Prjcgs also are subject to change without notice. BofA's ability to publish research on the subject company(ies) in the future is subject to applicable
quiet periods.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject
to, the reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. In
general, foreign companies are not subject to uniform audit and reporting standards, practices and requirements comparable to those of U.S. companies.
In addition, exchange rate movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment
for U.S. investors. Net dividends to ADR investors are estimated, using withholding tax rate conventions, deemed accurate, but investors are urged to
consult their tax advisor for exact dividend computations. Investors W%O have received this report from BAS or an affiliate may be prohibited in certain
states or other jurisdictions from purchasing securities mentioned in this report from BAS or its affiliate(s).

Investments in general, and derivatives (that is, options, futures, warrants, and contracts for differences) in particular, involve numerous risks, including,
among others, market risk, counterparty default risk and liquidity risk. Derivatives are not suitable investments for all investors, and an investor may lose
all principal invested and, in some cases, may incur unlimited losses. It may be difficult to sell an investment and to obtain reliable information about its
value or the risks to which it is exposed. Exchange Traded Funds (ETFs) are subject to risks similar to those of stocks. Investment returns will fluctuate
and are subject to market volatility, so that an investor's shares, when redeemed or sold, may be worth more or less than their original cost. To obtain a
copy of an ETF's prospectus or a product description, please ask a BAS or affiliate representative. Past performance of securities, loans or other financial
instruments is not indicative of future performance.

This report is not prepared as or intended to be investment advice and is issued without regard to the specific investment objectives, financial situation
or particular needs of any specific recipient. In the event that the recipient received this report gursuant to a contract between the recipient and BAS for
the provision of research services for a separate fee, and in connection therewith BAS may be deemed to be acting as an investment adviser, such status
relates, if at all, solely to the person with whom BAS has contracted directly and does not extend beyond the delivery of this report (unless otherwise
agreed specifically in writing by BAS). BAS is and continues to act solely as a broker-dealer in connection with the execution of any transactions, including
transactions in any securities mentioned in this report. Neither BAS, BASL nor any officer or employee of BAS, BASL or any affiliate thereof accepts
any liability whatsoever for any direct, indirect or consequential damages or losses arising from any use of this report or its contents.

BofA does not provide tax advice. Accordingly, any statements contained herein as to tax matters were neither written nor intended by the sender or BofA
to be used and cannot be used by any taxpayer for the purpose of avoiding tax penalties that may be imposed on such taxpayer. If any person uses or refers
to any such tax statement in promoting, marketing or recommending a partnership or other entity, investment plan or arrangement to any taxpayer, then
the statement expressed above is being delivered to support the promotion or marketing of the transaction or matter addressed and the recipient should
seek advice based on its particular circumstances from an independent tax advisor.

Notwithstanding anything herein to the contrary, any party hereto (and any of its employees, representatives and other agents) may disclose to any and
all persons, without limitation of any kind the tax treatment or tax structure of this transaction.

With the exception of information regarding BAS, BASL and their affiliates, materials prepared by BAS and BASL research personnel are based on public
information. Facts and views presented in this material have not been reviewed by, and may not reflect information known to, professionals in other business
areas of BAS, BASL and their affiliates, including investment banking personnel.

To European and Asian Customers: This report is distributed in Europe by BASL and in Asia by Banc of America Securities Asia Limited.

To U.S. Customers: BAS has accepted responsibility for the distribution of this report in the United States to BAS clients, but not to the clients of its
affiliate, Banc of America Investment Services, Inc. (BAI). Transactions by U.S. persons (other than BAI and its clients) in any security discussed herein
must be carried out through BAS. BAS provides research to its affiliate, BAL. BAI is a registered broker-dealer, member NASD and SIPC, and is a nonbank
subsidiary of Bank of America N.A.

To UK. Customers: This document has been approved for distribution in the United Kingdom by BASL, which is authorized and regulated by the Financial
Services Authority for the conduct of investment business in the United Kingdom. Prices, values or income ascribed to investments in this report may
fall against your interests. The investments may not be suitable for you, and if in any doubt, you should seek advice from an investment advisor. Changes
in rates of exchange may have an adverse effect on the value, price or income from an investment. Levels and basis for taxation may change. The protection
provided by the UK. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated by BAS or its affiliates
from an office outside of the United Kingdom.

These disclosures should be read in conjunction with the BASL general policy statement on the handling of research conflicts-available upon request.

To German Customers: In Germany, this report should be read as though BAS or BASL, as applicable, has acted as a member of a consortium that has
underwritten the most recent offering of securities during the past five years for companies covered in this report and holds 1% or more of the share capital
of such companies.

To Canadian Customers: The contents of this report are intended solely for the use of, and ong may be issued or passed on to, persons to whom BAS is
entitled to distribute this report under applicable Canadian securities laws. In the province of Ontario, any person wishing to effect a transaction should
do so with BAS, which is registered as an International Dealer. With few exceptions, BAS only may effect transactions in Ontario with designated institutions
in foreign securities as such terms are defined in the Securities Act (Ontario).

To Hong Kong Customers: Any Hong Kong person wishing to effect a transaction in any securities discussed in this report should contact Banc of America
Securities Asia Limited.

To Customers in Other Countries: This report, and the securities discussed herein, may not be eligible for distribution or sale in all countries or to certain
categories of investors. In general, this report may be distributed only to professional and institutional investors.

This report may not be reproduced or distributed by any person for any purpose without the prior written consent of BAS. Please cite source when quoting.
All rights are reserved.
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BAS (United States)
Banc of America Securities LLC

9 West 57th Street
New York, New York 10019
Tel. Contact: 212-583-8000

600 Montgomery Street
San Francisco, California 94111
Tel. Contact: 415-627-2000

100 North Tryon Street
Charlotte, North Carolina 28255
Tel. Contact: 888-279-3457
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BASL (United Kingdom)
Banc of America Securities Limited

5 Canada Square
London E14 5AQ, England
Tel. Contact: +44 20 7174 4000

Equity Web Site: www.bofa.com/login
Bloomberg: Type BOAX [GO]

First Call: www.firstcall.com

Reuters: www.reuters.com
TheMarkets.com: www.themarkets.com

For access, please contact your sales representative.
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BASAL (Hong Kong)
Banc of America Securities Asia Limited

Bank of America Tower
2nd Floor, Hong Kong
Tel. Contact: 852-2847-6175
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