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PART I—FINANCIAL INFORMATION

Item 1. Financial Statements

AFFILIATED MANAGERS GROUP, INC.
CONSOLIDATED STATEMENTS OF INCOME
(in millions, except per share data)

(unaudited)

For the Three For the Six Months

Months Ended

Ended June 30,

June 30,

2016 2017 2016 2017
Revenue $554.1 $5709 $1,099.5 $1,115.2
Operating expenses:
Compensation and related expenses 232.1 2422  458.7 484.2
Selling, general and administrative 96.6 89.1 192.5 177.8
Intangible amortization and impairments 28.6 22.0 55.3 439
Depreciation and other amortization 5.0 4.9 10.0 10.1
Other operating expenses (net) 10.0 11.8 22.5 21.7
Total operating expense (net) 3723  370.0 739.0 737.7

181.8 2009 360.5 377.5
Income from equity method investments 65.2 75.0 133.2 160.9
Operating income 247.0 2759 4937 538.4
Non-operating (income) and expenses:
Investment and other income (11.6 ) (157 ) {156 ) (292 )
Interest expense 21.9 22.4 44.0 44.3
Imputed interest expense and contingent payment arrangements 0.8 2.3 (1.1 ) 3.1

11.1 9.0 27.3 18.2
Income before income taxes 2359 2669 4664 520.2
Income taxes 52.3 62.5 109.4 122.2
Net income 183.6 2044 357.0 398.0
Net income (non-controlling interests) (753 ) (78.1 ) (1447 ) (149.2 )
Net income (controlling interest) $108.3 $126.3 $212.3  $248.8
Average shares outstanding (basic) 53.8 56.3 53.9 56.5
Average shares outstanding (diluted) 56.7 58.7 56.7 59.0
Earnings per share (basic) $2.01 $224 $3.94 $4.40
Earnings per share (diluted) $1.98 $2.22 $3.88 $4.35
Dividends per share $— $0.20 $— $0.40

The accompanying notes are an integral part of the Consolidated Financial Statements.
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AFFILIATED MANAGERS GROUP, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in millions)

(unaudited)

Net income

Other comprehensive income (loss):

Controlling interest:

Foreign currency translation gain (loss)

Change in net realized and unrealized gain (loss) on derivative securities, net of
tax

Change in net unrealized gain (loss) on investment securities, net of tax

Other comprehensive income (loss) (controlling interest)

Non-controlling interest:

Foreign currency translation gain (loss)

Change in net realized and unrealized gain (loss) on derivative securities, net of
tax

Change in net unrealized gain (loss) on investment securities, net of tax

Other comprehensive income (loss) (non-controlling interest)

Other comprehensive income (loss)

Comprehensive income

Comprehensive income (non-controlling interests)

Comprehensive income (controlling interest)

For the Three
Months Ended
June 30,

2016 2017
$183.6 $204.4

(36.7 ) 202
0.9 (1.3
(13.8 ) 4.6
(496 ) 143
17.2
0.6

0.2

(18.0
(67.6
116.0

) 6.7
) 0.7

) 0.6

) 8.0

) 22.3
226.7

) (0.1
) 243 ) (1.1 )

For the Six
Months Ended
June 30,

2016 2017
$357.0 $398.0

(33.8 ) 315
)y (1.9 )

(58.2 ) 285

22.1 )76
07 )10

05 )20

(233 ) 10.6
(81.5 ) 39.1
2755 437.1

(573 ) (86.1 ) (121.4) (159.8)

$58.7 $140.6

The accompanying notes are an integral part of the Consolidated Financial Statements.
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AFFILIATED MANAGERS GROUP, INC.

CONSOLIDATED BALANCE SHEETS
(in millions)
(unaudited)

Assets

Cash and cash equivalents
Receivables

Investments in marketable securities
Other investments

Fixed assets (net)

Goodwill

Acquired client relationships (net)
Equity method investments in Affiliates
Other assets

Total assets

Liabilities and Equity

Payables and accrued liabilities
Senior bank debt

Senior notes

Convertible securities

Deferred income taxes

Other liabilities

Total liabilities

Commitments and contingencies (Note 5)

Redeemable non-controlling interests
Equity:

Common stock ($0.01 par value, 153.0 shares authorized; 58.5 shares outstanding in 2016

and 2017)

Additional paid-in capital
Accumulated other comprehensive loss
Retained earnings

Less: Treasury stock, at cost (1.8 shares in 2016 and 2.6 shares in 2017)

Total stockholders' equity
Non-controlling interests
Total equity

Total liabilities and equity

The accompanying notes are an integral part of the Consolidated Financial Statements.
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December 31, June 30,

2016

$ 430.8
383.3
122.4
147.5
110.1
2,628.1
1,497.4
3,368.3
61.2

$ 8,749.1

$ 7293
868.6
939.4
301.6
660.8
149.4
3,649.1

673.5

0.6

1,073.5
(122.9
3,054.4
4,005.6
(386.0
3,619.6
806.9
4,426.5

$ 8,749.1

2017

$364.6
440.3
103.6
151.8
109.7
2,647.5
1,476.1
3,278.7
60.0
$8,632.3

$618.3
788.8
940.6
303.0
677.0
203.6
3,531.3

730.6

0.6

912.3
%44 )
3,280.3
4,098.8
(498.8 )
3,600.0
770.4
4,370.4
$8,632.3
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AFFILIATED MANAGERS GROUP, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(in millions)

(unaudited)
Total Stockholders’ Equity
Accumulated
Shares  Com Aoc}lditionalOther .Retained Treasury Non- . Total
Outstandin§tock aiq—In Comprehen51‘ﬁeamingS Stock at controlhngEquity
Capital Income Cost Interests
(Loss)

December 31, 2015 55.8 $0.6 $6949 $ (18.1 ) $2,581.6 $(421.9) $932.0 $3,769.1
Net income — — — — 212.3 — 144.7 357.0
Other comprehensive loss — — — (58.2 ) — — 233 ) @815 )
Share-based compensation — — 200 — — — — 20.0
Common stock issued under
share-based incentive plans o — @5 )= o 30.7 o 12
Share repurchases — — — — — 334 ) — 334 )
Issuance costs and other — — (1.0 ) — — — — (1.0 )
Affiliate equity activity:
Affiliate equity expense — — 28 — — — 8.7 11.5
Issuances — — (6.0 ) — — — 11.5 5.5
Repurchases — — 12,6 — — — 0.5 13.1
Changes in redemption value of
Redeemable non-controlling — — (687 ) — — — — (68.7 )
interests
Transfers to Recieemable . L _ _ — (203 ) (203 )
non-controlling interests
Capital contributions by Affiliate

. — — — — — — 1.0 1.0
equity holders
Distributions to non-controlling o o o o o (189.0 ) (189.0 )
interests
June 30, 2016 55.8 $0.6 $625.1 $ (763 ) $2,793.9 $(424.6) $865.8 $3,784.5
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AFFILIATED MANAGERS GROUP, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (Continued)
(in millions)

(unaudited)
Total Stockholders’ Equity
Accumulated
Shares  Com Aoc}ldltlonal Other . Retained
Outstandin§tock aid-In - Comp 1ﬂehenSlv]‘:i,arnings
Capital  Income
(Loss)

December 31, 2016 58.5 $0.6 $1,073.5 $ (1229 ) $3,0544
Net income — — — — 248.8
Other comprehensive income — — — 28.5 —
Share-based compensation — — 197 — —
Common stock issued under o (791 ) — L
share-based incentive plans '
Share repurchases — — — — —
Dividends — — — — 229 )
Issuance costs and other — — 03 — —
Affiliate equity activity:
Affiliate equity expense — — 71 — —
Issuances — — (0.2 ) — —
Repurchases — — 338 — —
Changes in redemption value of
Redeemable non-controlling — — (1428 ) — —
interests
Transfers to Redeemable
non-controlling interests o o o o
Capital contributions by Affiliate
equity holders o o o o
Distributions to non-controlling
interests o o o o
June 30, 2017 58.5 $0.6 $912.3  $ (944 ) $3,280.3

The accompanying notes are an integral part of the Consolidated Financial Statements.
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Treasury
Stock at
Cost

$(386.0)

89.4
(202.2 )

$(498.8)

Non- . Total
controlling _ """

Interests Equity

$806.9 $4,426.5
149.2 398.0
10.6 39.1

— 19.7

— 10.3

— (2022 )
— 229 )
— 0.3

214 28.5

2.5 2.3

— 33.8

— (142.8 )

@472 ) @72 )
5.6 5.6

(178.6 ) (178.6 )
$7704 $4,370.4
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AFFILIATED MANAGERS GROUP, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in millions)
(unaudited)

For the Six Months Ended June 30,

2016
Cash flow from (used in)
operating activities:
Net income $ 357.0
Adjustments to reconcile
Net income to net Cash
flow from operating
activities:
Intangible amortization

. . 55.3
and impairments
Depreciation and other 10.0
amortization ’
Defe.rr‘ed income tax 50.4
provision
Income from equity
method investments, net (133.2 )
of amortization
Distributions of earnings
received from equity 205.1

method investments

Amortization of issuance 24

costs

Share-based

compensation and 33.2

Affiliate equity expense

Other non-cash items (5.0 )
Changes in assets and
liabilities:

Purchases of trading
securities by Affiliate
sponsored consolidated
products

Sales of trading securities
by Affiliate sponsored  40.0
consolidated products

(41.8 )

Increase in receivables  (50.0 )
Increase in other assets (5.8 )
Decrease in payables,

accrued liabilities and (176.2 )

other liabilities
Cash flow from operatin

o TOW PErating 341 4
activities
Cash flow from (used in)
investing activities:

2017

$ 398.0

43.9
10.1

56.0

(160.9

283.5

2.3

48.2

(21.9

(16.4

15.0

(75.8
4.0

(134.0

444.0
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Investments in Affiliates (551.4
Purchase of fixed assets (8.6
Purchase of investment

.. 8.0
securities (
Sale of investment

L. 28.0
securities

Cash flow from (used in)
investing activities

Cash flow from (used in)
financing activities:
Borrowings of senior debt585.0
Repayments of senior

(540.0

debt (330.0
Issuance of common

7.7
stock
Dividends paid on .
common stock
Repurchase of common (334
stock
Distributions to (189.0

non-controlling interests
Affiliate equity issuances
and repurchases
Settlement of forward
equity sale agreement
Other financing items 17.0
Cash flow used in (14.4
financing activities
Effect of foreign
exchange rate changes on (15.7
cash and cash equivalents
Net decrease in cash and
cash equivalents

Cash and cash equivalents
at beginning of period
Net cash inflows upon the
consolidation and
deconsolidation of 25.3
Affiliate sponsored
products

Cash and cash equivalents
at end of period

(71.7

(228.7

563.8

$

360.4

(30.3
(7.2

(13.6
52.1

1.0

205.0
(285.0

29.5
(22.6
(170.2
(178.6
(77.1

5.2
(234
(517.2

6.0

(66.2

430.8

$

364.6

The accompanying notes are an integral part of the Consolidated Financial Statements.
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AFFILIATED MANAGERS GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

1.Basis of Presentation and Use of Estimates

The Consolidated Financial Statements of Affiliated Managers Group, Inc. (the “Company”’) have been prepared in
accordance with accounting principles generally accepted in the United States of America (“GAAP”) for interim
financial information and with the instructions to Form 10-Q and Rule 10-01 of Regulation S-X. Accordingly, they do
not include all of the information and footnotes required by GAAP for complete financial statements. In the opinion of
management, all normal and recurring adjustments considered necessary for a fair statement of the results have been
included and all intercompany balances and transactions have been eliminated. During the quarter, the Company
changed its Consolidated Statement of Income presentation to include Income from equity method investments in
Operating income, as its equity method Affiliates are integral to the Company’s operations. This change, along with
other reclassifications, has been made to the prior period’s financial statements to conform to the current period’s
presentation. Operating results for interim periods are not necessarily indicative of the results that may be expected for
any other period or for the full year. The Company’s Annual Report on Form 10-K for the fiscal year ended
December 31, 2016 includes additional information about its operations, financial position and accounting policies,
and should be read in conjunction with this Quarterly Report on Form 10-Q.

The preparation of financial statements in accordance with GAAP requires management to make estimates and
assumptions that affect the reported amounts and disclosures in the financial statements. Actual results could differ
from those estimates.

All amounts in these notes, except per share data in the text and tables herein, are stated in millions unless otherwise
indicated.

2.Recent Accounting Developments

Effective January 1, 2017, the Company adopted Accounting Standard Update (“ASU”’) 2016-07, Investments - Equity
Method and Joint Ventures: Simplifying the Transition to the Equity Method of Accounting and ASU 2016-06,
Derivatives, and Hedging: Contingent Put and Call Options in Debt Instruments. The adoption of these updates did
not have a significant impact on the Company’s Consolidated Financial Statements.

In May 2014, the Financial Accounting Standards Board (the “FASB”) issued ASU 2014-09, Revenue from Contracts
with Customers, and subsequently issued several related amendments. The new standard provides a comprehensive
model for revenue recognition and is effective for interim and fiscal periods beginning after December 15, 2017. The
standard may be adopted using either the full or modified retrospective method. The Company continues to evaluate
the impact of this standard on the timing of the recognition of its Revenue and how certain costs will be presented, but
does not expect the adoption of this standard to have a significant impact on the timing of the recognition of Revenue.
In January 2016, the FASB issued ASU 2016-01, Fair Value: Recognition and Measurement of Financial Assets and
Liabilities. Under the new standard, all equity investments in unconsolidated entities (other than those accounted for
using the equity method of accounting) will generally be measured at fair value with any changes recognized through
earnings. The standard is effective for interim and fiscal periods beginning after December 15, 2017 and must be
adopted using a modified retrospective method. The impact of this standard on the Company’s Consolidated Financial
Statements will depend on the equity investments held by the Company at the time of adoption.

In February 2016, the FASB issued ASU 2016-02, Leases, which requires lessees to recognize assets and liabilities
arising from most operating leases on the statement of financial position. The standard is effective for interim and
fiscal periods beginning after December 15, 2018 and must be adopted using a modified retrospective method. The
Company is evaluating the impact of this standard on its Consolidated Financial Statements.

In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows - Classification of Certain Cash Receipts
and Cash Payments, which clarifies how cash receipts and cash payments are classified in the statement of cash flows.
The standard is effective for interim and fiscal periods beginning after December 15, 2017 and must be adopted using
a full retrospective method. The Company does not expect the adoption of this standard to have a significant impact
on its Consolidated Financial Statements.

11
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In January 2017, the FASB issued ASU 2017-01, Clarifying the Definition of a Business, which provides guidance on
evaluating whether transactions should be accounted for as acquisitions (or disposals) of assets or businesses. The
standard is effective for interim and fiscal periods beginning after December 15, 2017. The Company will apply the
standard prospectively upon adoption. The impact of this standard on the Company’s Consolidated Financial
Statements will depend on acquisitions (or disposals) of assets or businesses by the Company in periods following
adoption.

8
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AFFILIATED MANAGERS GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

In January 2017, the FASB issued ASU 2017-04, Intangibles - Goodwill and Other: Simplifying the Accounting for
Goodwill Impairment. A goodwill impairment will now be the amount by which a reporting unit’s carrying value
exceeds its fair value, not to exceed the carrying amount of goodwill. The standard is effective for interim and fiscal
periods beginning after December 15, 2019. The Company will apply the standard prospectively upon adoption. The
Company is evaluating the impact of this standard on its Consolidated Financial Statements.

In May 2017, the FASB issued ASU 2017-09, Compensation - Stock Compensation, which simplifies modification
accounting related to share-based arrangements. Under the new standard, modification assessments will not be
required if fair value, vesting conditions and classification would be unaffected by a modification. The standard is
effective for interim and fiscal periods beginning after December 15, 2017. The Company will apply the standard
prospectively upon adoption. The Company does not expect the adoption of this standard to have a significant impact
on its Consolidated Financial Statements.

3.Investments in Marketable Securities
Investments in marketable securities at December 31, 2016 and June 30, 2017 were $122.4 million and $103.6
million, respectively. The following is a summary of the cost, gross unrealized gains and losses and fair value of
investments classified as available-for-sale and trading:

Available-for-Sale Trading

December Ripe 30, Decembhurnit! 30,

2016 2017 2016 2017

Cost $ 66.1 $36.0 $344 $432
Unrealized gains 17.6 17.5 6.6 8.0
Unrealized losses (1.8 ) — 05 H)aar H
Fair Value $819 $535 $40.5 $50.1

In the three and six months ended June 30, 2016, the Company received proceeds of $28.6 million and $34.4 million,
respectively, from the sale of investments classified as available-for-sale and recorded gains of $7.5 million and $9.2
million, respectively. In the three and six months ended June 30, 2017, the Company received proceeds of $13.1
million and $43.3 million, respectively, from the sale of investments classified as available-for-sale and recorded
gains of $6.0 million and $11.8 million, respectively. There were no significant realized gains or losses on investments
classified as trading in the three and six months ended June 30, 2016. In the three and six months ended June 30,
2017, the Company received proceeds of $7.9 million and $15.0 million, respectively, from the sale of investments
classified as trading and recorded net gains of $2.4 million and $3.3 million, respectively. The realized gains and
losses on securities held in Affiliate sponsored consolidated products were recorded in Other operating expenses (net),
other realized gains and losses were recorded in Investment and other income.

4.Investments in Affiliates and Affiliate Sponsored Investment Products

Investments in Affiliates

The Company’s Affiliates are consolidated or accounted for under the equity method, depending upon the underlying
structure of and relationship with each Affiliate.

A limited number of the Company’s Affiliates are considered voting rights entities (“VREs”) because the total equity
investment at risk is sufficient to enable the entities to finance their activities independently and the entities’ equity
holders have the right to receive residual returns, the obligation to absorb losses and the right to direct the activities of
the entity that most significantly impact its economic performance. Most of the Company’s Affiliates considered VREs
are accounted for under the equity method because the Company lacks control, but is deemed to have significant
influence.

13
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Substantially all of the Company’s Affiliates are considered variable interest entities (“VIEs”) because they are structured
as partnerships (or similar entities) and the limited partners lack substantive kick-out and substantive participation

rights over the general partner. The Company consolidates a VIE when it is the general partner (or similar role) and,
therefore, the primary beneficiary of the entity, which is defined as having the power to direct the activities that most
significantly impact the VIE’s economic performance and the right to receive benefits from or the obligation to absorb
losses of the entity that could potentially be significant to the VIE. Substantially all of the Company’s consolidated
Affiliates are considered VIEs. The Company applies the equity method of accounting to a VIE when it is not the
primary beneficiary.

9
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AFFILIATED MANAGERS GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

The unconsolidated assets, net of liabilities and non-controlling interests of equity method Affiliates considered VIEs,
and the Company’s maximum risk of loss were as follows:

December 31, 2016 June 30, 2017

Unconsolidateging Value and 311];0118 gr%%ﬁ%g Value and

VIE Net Maximum Exposure Maximum Exposure

Assets  to Loss Net to Loss
Assets
Affiliates accounted for under the Equity Method $1,047.6 $ 2,846.8 $8952 $ 2,753.3

Affiliate Sponsored Investment Products

The Company’s consolidated Affiliates sponsor various investment products for which they also act as the investment
advisor. These investment products are primarily owned by third-party investors; however, certain products are
funded with seed capital investments from Affiliates. Third-party investors are generally entitled to substantially all of
the economics of these products.

Certain of the Company’s Affiliate sponsored investment products are considered VIEs because they are structured as
partnerships (or similar entities) and the limited partners lack substantive kick-out and substantive participation rights
over the general partner. The Company's Affiliates’ involvement with sponsored investment products is generally
limited to that of a service provider, and their seed capital investments, if any, represent an insignificant interest in the
relevant investment products’ net assets. The Company’s and its consolidated Affiliates’ exposure to risk in these entities
is generally limited to any capital contribution made or required to be made and any earned but uncollected

management and performance fees. As a result, in most cases these VIEs are not consolidated and are accounted for
under the equity method because neither the Company nor its Affiliates are deemed to be the primary beneficiary.

The net assets of Affiliate sponsored investment products that were considered VIEs accounted for under the equity
method and the Company’s maximum risk of loss were as follows:

December 31, 2016 June 30, 2017

Unconsolidagedying Value and Unconsolidategting Value and

VIE Net Maximum Exposure VIE Net Maximum Exposure

Assets  to Loss Assets  to Loss
Affiliate sponsored investment products $1,756.6 $ 94 $1,9194 $ 10.1

5.Commitments and Contingencies

From time to time, the Company and its Affiliates may be subject to claims, legal proceedings and other contingencies
in the ordinary course of their business activities. Any such matters are subject to various uncertainties, and it is
possible that some of these matters may be resolved in a manner unfavorable to the Company or its Affiliates. The
Company and its Affiliates establish accruals, as necessary, for matters for which the outcome is probable and the
amount of the liability can be reasonably estimated.

Third Avenue Management LLC (“Third Avenue”), one of the Company’s consolidated Affiliates, was named as a
defendant in various legal actions relating to the liquidation and closure of the Third Avenue Focused Credit Fund.
The Company was named as a co-defendant in one of these actions, as a purported control person. In 2016, Third
Avenue recorded a reserve of $15.0 million in connection with the proposed resolution of all claims, including against
the Company, related to the Focused Credit Fund. During the quarter, a proposed settlement of these claims, including
those against the Company, was approved by the applicable courts, and the settlement payment is expected to be

15
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funded by Third Avenue and its insurers in the third quarter of 2017. The amount of the previously recorded reserve
has not changed as a result of the settlement.

The Company has committed to co-invest in certain Affiliate sponsored investment products. As of June 30, 2017,
these unfunded commitments were $92.1 million and may be called in future periods. In connection with a past
acquisition agreement, the Company is contractually entitled to reimbursement from a prior owner of one of the
Company’s Affiliates for $11.1 million of these commitments if they are called.

10
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AFFILIATED MANAGERS GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

As of June 30, 2017, the Company was contingently liable, upon the achievement by certain Affiliates of specified
financial targets, to make payments related to the Company’s investments in the Affiliates through 2019. For its
consolidated Affiliates, the Company was contingently liable for up to $21.7 million, and expected to make payments
of $8.9 million ($1.6 million in 2017). The present value of these expected payments was $7.8 million as of June 30,
2017. For its equity method Affiliates, the Company was contingently liable for up to $170.0 million, and expected to
make no payments.

Affiliate equity interests provide holders with a conditional right to put their interests to the Company over time. See
Note 12. In addition, in connection with an investment in an Affiliate accounted for under the equity method, the
Company entered into an arrangement with a minority owner of the Affiliate that gives such owner the right to sell a
portion of its ownership interest in the Affiliate to the Company annually beginning in 2018. The purchase price of
these conditional purchases will be at fair market value on the date of the transaction.

The Company and certain Affiliates operate under regulatory authorities that require that they maintain minimum
financial or capital requirements. Management is not aware of any significant violations of such requirements.

6.Fair Value Measurements

The following tables summarize the Company’s financial assets and liabilities that are measured at fair value on a
recurring basis:

Fair Value Measurements

Quoted
Prices
in Significant Significant
December 31, Active Other Other
2016 MarketObservable Unobservable
for Inputs Inputs
IdenticdlLevel 2)  (Level 3)
Assets
(Level 1)
Financial Assets
Cash equivalents $ 64.1 $64.1 $ —$ —
Investments in marketable securities(!)
Trading securities 40.5 405 — —
Available-for-sale securities 81.9 819 — —
Other investments 34 34 — —
Foreign currency forward contracts® 0.6 — 0.6 —
Financial Liabilities®
Contingent payment arrangements $ 8.6 $— 3 —$ 86
Affiliate equity obligations 12.1 — — 12.1
Foreign currency forward contracts 0.5 — 0.5 —
11
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Fair Value Measurements

Quoted
Prices
in Significant Significant
June 30, Active Other Other
2017 MarketObservable Unobservable
for  Inputs Inputs
IdenticdlLevel 2)  (Level 3)
Assets
(Level 1)
Financial Assets
Cash equivalents $33.0 $33.0 9% —$ —
Investments in marketable securities(!)
Trading securities 50.1 50.1 — —
Available-for-sale securities 53.5 535 — —
Foreign currency forward contracts® 0.8 — 0.8 —
Financial Liabilities®
Contingent payment arrangements $78 $— § —$ 7.8
Affiliate equity obligations 70.7 — — 70.7
Foreign currency forward contracts 1.2 — 1.2 —

() Principally investments in equity securities.

2> Amounts are presented within Other assets or Other liabilities.

The following are descriptions of the significant financial assets and liabilities measured at fair value and the fair
value methodologies used.

Cash equivalents consist primarily of highly liquid investments in daily redeeming money market funds, without
enacted liquidity fees or redemption gates that are valued at net asset value (“NAV”).

Investments in marketable securities consist primarily of investments in publicly traded securities and funds advised
by Affiliates that are valued at NAV. Publicly traded securities and funds advised by Affiliates valued using
unadjusted quoted market prices for identical instruments in active markets are classified as level 1. Publicly traded
securities valued using quoted prices for similar instruments in active markets or quoted prices for identical or similar
instruments in markets that are not active are classified as level 2.

Contingent payment arrangements represent the present value of the expected future settlement of contingent payment
arrangements related to the Company’s investments in consolidated Affiliates. The significant unobservable inputs that
are used in the fair value measurement of these obligations are growth and discount rates. Increases in the growth rate
result in a higher obligation while increases in the discount rate result in a lower obligation.

Affiliate equity obligations include agreements to repurchase Affiliate equity. The significant unobservable inputs that
are used in the fair value measurement of the agreements to repurchase Affiliate equity are growth and discount rates.
Increases in the growth rate result in a higher obligation while increases in the discount rate result in a lower
obligation.

Foreign currency forward contracts use model-derived valuations in which all significant inputs are observable in
active markets to determine fair value.

It is the Company’s policy to value financial assets or liabilities transferred as of the beginning of the period in which
the transfer occurs. There were no significant transfers of financial assets or liabilities between level 1 and level 2 in
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the three and six months ended June 30, 2016 and 2017.
Level 3 Financial Assets and Liabilities
The following tables present the changes in level 3 liabilities:

12
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For the Three Months Ended June 30,

2016 2017
Contingéxftiliate Contingeniffiliate
PaymenEquity Payment Equity
Arrange@bligations Arrangeniligations
Balance, beginning of period $7.8 $ 35.6 $89 $ 915
Net (gains) losses 02 O — 1.7 O —
Purchases and issuances — 9.7 — 50.8
Settlements and reductions — (18.3 ) 2.8) (71.6 )
Balance, end of period $8.0 $ 27.0 $7.8 $ 70.7
Net change in unrealized (gains) losses relating to instruments still held at $02(0 § — $17 1§ —

the reporting date

For the Six Months Ended June 30,

2016 2017
ContingenAffiliate Contingentffiliate
Payment Equity Payment Equity
Arrangemédpdigations Arrangenfdligations
Balance, beginning of period $102 $ 623 $86 $ 12.1
Net (gains) losses 22 Y — 20 O —
Purchases and issuances — 39.8 — 150.4
Settlements and reductions — (75.1 ) (2.8) (91.8 )
Balance, end of period $8.0 $ 27.0 $7.8 $ 70.7

Net change in unrealized (gains) losses relating to instruments still held at

(OO \— " g —
the reporting date $22)M'$ 2.0 $

(1) Accretion and changes in the expected value of the Company’s contingent payment arrangements are recorded in
Imputed interest expense and contingent payment arrangements.
The following table presents certain quantitative information about the significant unobservable inputs used in valuing
the Company’s level 3 financial liabilities:
Quantitative Information About Level 3 Fair Value Measurements

Fair
Fair Range at Value Range at
Valuation Unobservable Value at & at g
] December 31, June 30,
Techniques Input December201 6 June 2017
31,2016 30,
2017
Contingent payment Discounted cash Growth rates $ 8.6 3% - 8% $78 8% -9%
arrangements flow
Discount rates 14% - 15% 14% - 15%
Affiliate equity obligations g(‘)iioumed ash  Growthrates 121 4%- 10% 707 1% - 10%
Discount rates 15% - 16% 12% - 16%

Investments Measured at NAV as a Practical Expedient
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The Company’s Affiliates sponsor investment products in which the Company and Affiliates may make general partner
and seed capital investments. The Company uses the NAV of these investments as a practical expedient for their fair
value. The following table summarizes the nature of the Company’s investments, unfunded commitments and any
related liquidity restrictions or other factors that may impact the ultimate value realized:

13

21



Edgar Filing: AFFILIATED MANAGERS GROUP, INC. - Form 10-Q

AFFILIATED MANAGERS GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

December 31,2016  June 30, 2017
Fair Unfunded Fair Unfunded

Category of Investment . .
gory Value Commitments Value Commitments

Private equity funds) $137.8 $§ 92.2 $147.3 $ 92.1
Other funds® 9.7 — 4.5 —
Other investments $1475 % 922 $151.8 $ 92.1

The Company uses NAV as a practical expedient one quarter in arrears (adjusted for current period calls and
(1) distributions)to determine the fair value. These funds primarily invest in a broad range of private equity funds, as
well as making direct investments. Distributions will be received as the underlying assets are liquidated over the
life of the funds, which is generally up to 15 years.
() These are multi-disciplinary funds that invest across various asset classes and strategies, including long/short
equity, credit and real estate. Investments are generally redeemable on a daily, monthly or quarterly basis.
Other Financial Assets and Liabilities Not Carried at Fair Value
The carrying amount of Receivables and Payables and accrued liabilities approximates fair value because of the
short-term nature of these instruments. The carrying value of notes receivable, which is reported in Other assets,
approximates fair value because interest rates and other terms are at market rates. The carrying value of the credit
facilities, which is reported in Senior bank debt, approximates fair value because the debt has variable interest based
on selected short-term rates. The following table summarizes the Company’s other financial liabilities not carried at
fair value:
December 31,
2016
Carryingdfair ~ Carrying-air
Value Value Value Value
Senior notes $945.1 $936.0 $945.4 $968.5 Level 2
Convertible securities 307.5 466.9 308.6 510.5 Level2
7.Goodwill and Acquired Client Relationships
The following tables present the changes in the Company’s consolidated Affiliates’ Goodwill and components of
Acquired client relationships (net):

June 30, 2017

Fair Value Hierarchy

Goodwill
Total
Balance, as of December 31, 2016 $2,628.1
Foreign currency translation 194
Balance, as of June 30, 2017 $2,647.5
Acquired Client Relationships
Definite-lived Indefinite-lived Total
Gross Accumulated Net Net Book Net Book
Book .. 00
Amortization Value Value
Value Value
Balance, as of December 31, 2016 $1,290.0 $ (788.1 ) $501.9 $ 995.5 $1,497.4
Intangible amortization and impairments — (43.9 ) (439 ) — 439 )
Foreign currency translation 3.2 — 32 19.4 22.6
Balance, as of June 30, 2017 $1,293.2 $ (8320 ) $461.2 $ 1,014.9 $1,476.1

Definite-lived acquired client relationships are amortized over their expected useful lives. As of June 30, 2017, these
relationships were being amortized over a weighted average life of approximately twelve years. The Company
recorded amortization expense, in Intangible amortization and impairments, for these relationships of $26.7 million

22



Edgar Filing: AFFILIATED MANAGERS GROUP, INC. - Form 10-Q

and $53.4 million for the three and six months ended June 30, 2016, respectively, and $22.0 million and $43.9 million
for the three and six months ended June 30, 2017, respectively. Based on relationships existing as of June 30, 2017,
the Company estimates that its
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

consolidated annual amortization expense will be approximately $85 million in each of 2017, 2018 and 2019, $50

million in 2020 and $30 million in 2021.
8.Equity Method Investments in Affiliates

The following table presents the change in Equity method investments in Affiliates:

Total
Balance, as of December 31, 2016 $3,368.3
Equity method earnings 206.7
Equity method intangible amortization 458 )
Distributions of earnings from equity method investments (283.5 )
Investments 29.8
Foreign currency translation 3.6
Other 0.4 )
Balance, as of June 30, 2017 $3,278.7

In the six months ended June 30, 2017, there were no new material investments. In the six months ended June 30,
2016, the Company completed investments in Systematica Investments L.P. and Baring Private Equity Asia, both of
which closed on January 4, 2016. The purchase price allocations were completed using financial models that included
assumptions of expected market performance, net client cash flows and discount rates. The majority of the
consideration paid is deductible for U.S. tax purposes over a 15-year life.

The aggregate purchase price allocation for the investments was as follows:

Total
Consideration paid $551.0
Definite-lived acquired client relationships  $223.1

Indefinite-lived acquired client relationships 7.3

Deferred tax liability (32.0 )
Goodwill 352.6
$551.0

For these new investments, the Company recorded amortization expense on the definite-lived acquired client
relationships of $4.5 million and $7.4 million in the three and six months ended June 30, 2016, respectively, and $3.7
million and $7.4 million in the three and six months ended June 30, 2017, respectively.

As of June 30, 2017, the definite-lived relationships at all of the Company’s equity method Affiliates were being
amortized over a weighted average life of approximately 13 years. The Company recognized amortization expense for
these relationships of $14.8 million and $29.0 million for the three and six months ended June 30, 2016, respectively,
and $24.0 million and $45.8 million for the three and six months ended June 30, 2017, respectively. Based on
relationships existing as of June 30, 2017, the Company estimates the annual amortization expense attributable to its
current equity-method Affiliates to be approximately $85 million for each of the next five years.

The financial results of certain equity method Affiliates are recognized in the Consolidated Financial Statements one
quarter in arrears.

The Company has determined that one if its equity method Affiliates is significant under Rule 10-01(b)(1) of
Regulation S-X. For the three and six months ended June 30, 2016, this equity method Affiliate recognized revenue of
$222.4 million and $428.5 million, respectively, and net income of $122.9 million and $234.6 million, respectively.
For the three and six months ended June 30, 2017, this equity method Affiliate recognized revenue of $259.2 million
and $524.8 million, respectively, and net income of $144.4 million and $293.0 million, respectively.
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9.Related Party Transactions

A prior owner of one of the Company’s Affiliates retained an interest in certain of the Affiliate’s private equity
investment partnerships. The prior owner’s interest is presented in the Company’s Consolidated Balance Sheets as
either a liability in Other liabilities or as Non-controlling interests, depending on the structure of the prior owner’s
investments in the partnerships. The total liability was $67.8 million and $65.1 million at December 31, 2016 and
June 30, 2017, respectively. The total non-controlling interest was $2.5 million and $1.3 million at December 31, 2016
and June 30, 2017, respectively.

The Company and its Affiliates earn asset based revenue, performance fees, distribution service, and other fees and
incur distribution and servicing and other expenses for services provided to Affiliate sponsored investment products.
In addition, Affiliate management owners and Company officers may serve as trustees or directors of certain
investment vehicles from which an Affiliate earns advisory fee revenue.

The Company has liabilities to related parties for contingent payment arrangements in connection with certain
business combinations. The net present value of the total amounts payable were $8.6 million and $7.8 million as of
December 31, 2016 and June 30, 2017, respectively, and were included in Other liabilities.

The Company has related party transactions in association with its Affiliate equity transactions, as more fully
described in Notes 11 and 12.

10. Share-Based Compensation
The following is a summary of share-based compensation expense:

For the )
For the Six
Three
Months
Months
Ended June
Ended June
30 30,

2016 2017 2016 2017
Share-based compensation $10.8 $10.3 $20.0 $19.7
Tax benefit 42 40 177 76
The Company has $66.4 million and $83.4 million of unrecognized share-based compensation as of December 31,
2016 and June 30, 2017, respectively, which will be recognized over a weighted average period of approximately
three years (assuming no forfeitures).
Stock Options
The following table summarizes transactions in the Company’s stock options:
Weighted Weighted Average
Stock  Average Remaining
Options Exercise Contractual Life

Price (years)
Unexercised options outstanding - December 31, 2016 1.4 $108.53
Options granted 0.0 152.36
Options exercised 0.6 ) 96.52
Options forfeited 0.0 140.26
Unexercised options outstanding - June 30, 2017 0.8 116.71 3.6
Exercisable at June 30, 2017 0.4 107.81 1.6

For the six months ended June 30, 2016 and 2017, the Company granted stock options with fair values of $16.0
million and $0.4 million, respectively. Stock options generally vest over a period of three to four years and

expire seven years after the grant date. All options have been granted with exercise prices equal to the closing price of
the Company’s common stock on the grant date. In certain circumstances, option awards also require certain
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performance conditions to be satisfied in order for the options to be exercised.

The fair value of options granted was estimated using the Black-Scholes option pricing model. For the six months
ended June 30, 2016 and 2017, the weighted average fair value of options granted was $38.90 and $46.49, per option,
respectively, based on the weighted-average grant date assumptions stated below.
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For the Six

Months Ended

June 30,

2016 2017
Dividend yield — % 05 %
Expected volatility 30.6% 30.1%
Risk-free interest rate 1.6 % 22 %
Expected life of options (in years) 5.7 5.7
Forfeiture rate — % — %

Restricted Stock
The following table summarizes transactions in the Company’s restricted stock units:

Weighted
Restricted Average
Stock Grant
Units Date
Value
Unvested units - December 31, 2016 0.6 $168.84
Units granted 0.2 152.89
Units vested 0.2 ) 167.72
Units forfeited 0.0 ) 170.52
Unvested units - June 30, 2017 0.6 162.92

For the six months ended June 30, 2016 and 2017, the Company granted awards with fair values of $27.7 million and
$36.4 million, respectively. These awards were valued based on the closing price of the Company’s common stock on
the grant date and contain vesting conditions requiring service over a period of three to four years. In certain
circumstances, awards also require certain performance conditions to be satisfied.

11.Redeemable Non-Controlling Interests

Affiliate equity interests provide holders with a ratable portion of ownership in one of the Company’s consolidated
Affiliates, consistent with the structured partnership interests in place at the respective Affiliate. Affiliate equity
holders generally have a conditional right to put their interests to the Company at certain intervals (between five and
15 years from the date the equity interest is received or on an annual basis following an Affiliate equity holder’s
departure). The current redemption value of the Company’s Affiliate equity interests is presented as Redeemable
non-controlling interests. Changes in the current redemption value are recorded to Additional paid-in capital. The
following table presents the changes in Redeemable non-controlling interests:

Redeemable
Non-controlling
interests
Balance, as of December 31, 2016 $ 673.5
Changes attributable to consolidated products 6.2
Repurchases of redeemable Affiliate equity  (139.1 )
Transfers from non-controlling interests 47.2
Changes in redemption value 142.8
Balance, as of June 30, 2017 $ 730.6

12. Affiliate Equity

Affiliate equity interests are allocated income in a manner that is consistent with the structured partnership interests in
place at the respective Affiliate. The Company’s Affiliates generally pay quarterly distributions to Affiliate equity
holders. For the six months ended June 30, 2016 and 2017, distributions paid to Affiliate equity holders were $189.0

27



Edgar Filing: AFFILIATED MANAGERS GROUP, INC. - Form 10-Q

million and $178.6 million, respectively.
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The Company periodically repurchases Affiliate equity interests from and issues Affiliate equity interests to its
Affiliate equity holders. For the six months ended June 30, 2016 and 2017, the amount of cash paid for repurchases
was $75.3 million and $85.1 million, respectively. For the six months ended June 30, 2016 and 2017, the total amount
of cash received for issuances was $3.6 million and $8.0 million, respectively.

Sales and repurchases of Affiliate equity generally occur at fair value; however, the Company also grants Affiliate
equity to its Affiliate partners, employees and officers as a form of compensation. If the equity is issued for
consideration below the fair value of the equity or repurchased for consideration above the fair value of the equity,
then such difference is recorded as compensation expense over the requisite service period.

The following is a summary of Affiliate equity expense:

For the )
For the Six
Three
Months
Months
Ended June
Ended June
30 30,

2016 2017 2016 2017
Controlling interest $2.4 $3.1 $45 $7.1
Non-controlling interests4.8 8.8 8.7 214
Total $7.2 $11.9 $13.2 $28.5
The following is a summary of unrecognized Affiliate equity expense:

Controlling Remaining Life Non-controlling Remaining Life
Interest Interests

December 31,2016 $ 31.3 4 years $ 707 5 years

June 30, 2017 32.8 4 years 83.8 5 years

The Company records amounts receivable from and payable to Affiliate equity holders in connection with the transfer
of Affiliate equity interests that have not settled at the end of the period. The total amount receivable was $22.9
million and $13.9 million at December 31, 2016 and June 30, 2017, respectively, and was included in Other assets.
The total amount payable was $12.1 million and $70.7 million as of December 31, 2016 and June 30, 2017,
respectively, and was included in Other liabilities.

Effects of Changes in the Company’s Ownership in Affiliates

The Company periodically acquires interests from, and transfers interests to, Affiliate equity holders. Because these
transactions do not result in a change of control, any gain or loss related to these transactions is recorded to Additional
paid-in capital, which increases or decreases the controlling interest’s equity. No gain or loss related to these
transactions is recognized in the Consolidated Statements of Income or Comprehensive Income.

While the Company presents the current redemption value of Affiliate equity within Redeemable non-controlling
interests with changes in the current redemption value increasing or decreasing the controlling interest’s equity over
time, the following table discloses the cumulative effect that ownership changes had on the controlling interest’s equity
related only to Affiliate equity transactions that settled during the periods:
For the Three For the Six
Months Ended  Months Ended

June 30, June 30,
2016 2017 2016 2017
Net income (controlling interest) $108.3 $126.3 $212.3 $248.8

25 )09 B4 )O3 )
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Increase / (decrease) in controlling interest paid-in capital from purchases and
sales of Affiliate equity issuances

Decrease in controlling interest paid-in capital related to Affiliate equity
repurchases

Net income attributable to controlling interest and transfers from Non-controlling $102.0 $110.7 $187.6 $179.4
interests

13.Income Taxes

3.8 ) @165 ) (213 ) (69.1 )

18
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The consolidated income tax provision includes taxes attributable to the controlling interest and, to a lesser extent,
taxes attributable to the non-controlling interests as follows:

Controlling interest:

Current tax

Intangible-related deferred taxes
Other deferred taxes

Total controlling interest
Non-controlling interests:
Current tax

Deferred taxes

Total non-controlling interests
Provision for income taxes
Income before income taxes (controlling interest)

For the Three

Months Ended June For the Six Months
30 Ended June 30,
2016 2017 2016 2017
$27.2 $40.0 $54.8 $62.4
21.3 19.1 434 38.9

1.8 1.6 7.3 17.2
50.3 60.7 105.5 118.5
$2.2 $1.9 $4.2 $3.8
©2 ) ©1 ) 03 H) (©O1 )
2.0 1.8 3.9 3.7
$52.3 $62.5 $1094 $122.2
$158.7 $187.0 $317.8 $367.3

Effective tax rate attributable to controlling interest 31.7 % 32.5 % 332 % 323 %

(1) Taxes attributable to the controlling interest divided by Income before income taxes (controlling interest).

14.Earnings Per Share

The calculation of basic earnings per share is based on the weighted average number of shares of the Company’s
common stock outstanding during the period. Diluted earnings per share is similar to basic earnings per share, but
adjusts for the dilutive effect of the potential issuance of incremental shares of the Company’s common stock. The
following is a reconciliation of the numerator and denominator used in the calculation of basic and diluted earnings

per share available to common stockholders.

Numerator

Net income (controlling interest)

Interest expense on convertible securities, net of taxes
Net income (controlling interest), as adjusted
Denominator

Average shares outstanding (basic)

Effect of dilutive instruments:

Stock options and restricted stock

Junior convertible securities

Average shares outstanding (diluted)

For the Three For the Six
Months Ended Months Ended
June 30, June 30,

2016 2017 2016 2017

$108.3 $126.3 $212.3 $248.8
39 39 7.7 7.8
$112.2 $130.2 $220.0 $256.6

53.8 563 539 565
0.7 0.2 0.6 0.3
2.2 2.2 2.2 2.2
56.7 587 567 59.0

As of June 30, 2017, the Company had unsettled market share repurchases for 0.2 million shares of its common stock,
which were acquired under a $32.0 million accelerated share repurchase program that was completed on July 28,

2017.

Average shares outstanding (diluted) in the table above exclude share awards that have not satisfied performance
conditions and the anti-dilutive effect of the following shares:
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Stock options and restricted stock units

For the  For the
Three Six
Months Months
Ended Ended
June 30, June 30,

20162017 20162017
02 02 03 0.2

The Company may settle portions of its Affiliate equity purchases in shares of its common stock. Because it is the
Company’s intent to settle these potential purchases in cash, the calculation of diluted earnings per share excludes any
potential dilutive effect from possible share settlements of Affiliate equity purchases.

15.Comprehensive Income

The following tables show the tax effects allocated to each component of Other comprehensive income (loss):

Foreign currency translation adjustment

Change in net realized and unrealized gain (loss) on derivative

securities

Change in net unrealized gain (loss) on investment securities

Other comprehensive income (loss)

Foreign currency translation adjustment

Change in net realized and unrealized gain (loss) on derivative

securities

Change in net unrealized gain (loss) on investment securities

Other comprehensive income (loss)

For the Three Months Ended June 30,

2016
Tax

Pre-Tax Benefit ax
(Expense)

$(539) $ —
0.3 (0.0

(23.0 ) 9.0
$(76.6) $ 9.0

) 03

2017

Net of Tax

Pre-TaxBenefit ax
(Expense)

$(53.9) $269 $ —
0.6 ) (0.0)

(14.0 ) (7.1 ) 3.1
$(67.6) $19.2 $ 3.1

For the Six Months Ended June 30,

2016
Tax

Pre-Tax Benefit ax
(Expense)

$(559) $ —
0.8 ) (0.0

(404 ) 15.6
$97.1) $ 15.6

2017

Net of Tax

Pre-TaxBenefit ax
(Expense)

$(559) $39.1 $ —
) (0.8 ) (09 )0.0

(24.8 ) 0.2 0.7
$(81.5) $384 §$ 0.7

The components of accumulated other comprehensive income (loss), net of taxes, were as follows:

Balance, as of December 31, 2016

Other comprehensive gain (loss) before reclassifications 39.1

Amounts reclassified
Net other comprehensive gain (loss)
Balance, as of June 30, 2017

Realized

and
Foreign Unrealized
Currency  Gains

Translation (Losses)
Adjustment on

Unrealized

Gains

(Losses)

on Total
Investment
Securities

Net of

$26.9
0.6 )

4.0 )
$22.3

Net of

$39.1
0.9 )

0.9
$39.1

Derivative )

Securities
$(139 ) $ 04 $ 9.8 $(203.7)
(0.8 ) 10.6 48.9
(0.1 ) (9.7 ) (9.8 )
(0.9 ) 0.9 39.1
$(1748 ) $ (05 ) $ 10.7 $(164.6)
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(1) See Note 3 for amounts reclassified from Other comprehensive income (loss).

16.Segment Information

In the first quarter of 2017, the Company’s Chief Operating Decision Maker (the “CODM”) changed the manner in
which he assesses the Company’s performance. In 2016, the CODM assessed the performance of the Company in three
business segments representing three distribution channels. Given an increase in the number of the Company’s
Affiliates accounted for
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under the equity method of accounting and changes in the way asset management services are delivered, during the
first quarter of 2017, the CODM began to assess the performance of the Company as a single global active asset
management company. As a result, the CODM now reviews information organized around one operating segment to
evaluate and manage the Company’s business operations. Therefore, the Company has determined that it has one
reportable segment. In connection with this change, the Company completed impairment assessments based on its
former three distribution channels, as well as its single global active asset management reporting unit, and determined
that there were no impairments under either approach.

17.Subsequent Events

On July 5, 2017, the Company contributed its interest in Forbes Family Trust to Wealth Partners Capital Group, LLC
(“WPCG”), in return for a minority equity interest in WPCG. WPCG is a new venture which will invest, through partner
firms, in smaller wealth management firms.

On July 12, 2017, the Company delivered a notice to redeem all $200.0 million principal amount outstanding of its
6.375% senior unsecured notes due 2042 at a redemption price equal to 100% of the principal amount. The Company
will redeem the senior unsecured notes on August 15, 2017.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Forward-Looking Statements

Certain matters discussed in this Quarterly Report on Form 10-Q, in our other filings with the Securities and Exchange
Commission, in our press releases and in oral statements made with the approval of an executive officer may
constitute ‘“forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995.
These statements include, but are not limited to, statements related to our expectations regarding the performance of
our business, our financial results, our liquidity and capital resources and other non-historical statements, and may be
prefaced with words such as “outlook,” “guidance,” “believes,” “expects,” “potential,” “continues,” “may,” “will,” “should,” *
“approximately,” “predicts,” “projects,” “intends,” “plans,” “estimates,” “pending investments,” “anticipates” or the negative v
these words or other comparable words. Such statements are subject to certain risks and uncertainties, including,
among others, the factors discussed under the caption “Item 1A. Risk Factors” in our Annual Report on Form 10-K for
the year ended December 31, 2016.

These factors (among others) could affect our financial performance and cause actual results to differ materially from
historical earnings and those presently anticipated and projected. Forward-looking statements speak only as of the date
they are made, and we will not undertake and we specifically disclaim any obligation to release publicly the result of
any revisions that may be made to any forward-looking statements to reflect events or circumstances after the date of
such statements or to reflect the occurrence of events, whether or not anticipated. In that respect, we caution readers
not to place undue reliance on any such forward-looking statements.

Management’s Discussion and Analysis should be read in conjunction with the Consolidated Financial Statements and
the notes thereto contained elsewhere in this Quarterly Report on Form 10-Q.

Executive Overview

We are a global active asset management company with equity investments in leading boutique investment
management firms, which we refer to as our “Affiliates.” Our innovative partnership approach allows each Affiliate’s
management team to own significant equity in their firm and maintain operational autonomy. Our strategy is to
generate shareholder value through the growth of existing Affiliates, as well as through investments in new Affiliates
and additional investments in existing Affiliates. In addition, we provide centralized assistance to our Affiliates in
strategic matters, marketing, distribution, product development and operations. As of June 30, 2017, our aggregate
assets under management were $772.1 billion, in more than 550 investment products across a broad range of active,
return-oriented strategies.

We hold meaningful equity interests in each of our Affiliates. In certain cases, we consolidate the Affiliate’s financial
results in our Revenue, Operating expenses and Other non-operating (income) and expenses. In other cases, we use the
equity method of accounting and our share of the Affiliate’s financial results is reported (net of intangible
amortization) in Income from equity method investments. Our Affiliates accounted for under the equity method are
integral to our operations and, therefore, Income from equity method investments is included in our Operating income.
While we account for a majority of our Affiliates on a consolidated basis of accounting, a growing number of our
Affiliates are accounted for on an equity method basis. As a result, equity method Affiliates represent a growing
proportion of our Operating income, as compared to our consolidated Affiliates, which represent a decreasing
proportion of our Operating income.

Whether we account for an Affiliate on a consolidated or equity method basis of accounting, we generally maintain
the same partnership approach and provide support and assistance in substantially the same manner, and our operating
model is generally the same. Furthermore, our Affiliates are impacted by similar marketplace factors and operational
trends, which may not be observable when analyzing the financial results of consolidated and equity method Affiliates
separately. Therefore, we believe our aggregate operating measures of assets under management, average assets under
management and aggregate revenue, which incorporate the assets under management and revenues of all of our
Affiliates, regardless of the accounting treatment, have become increasingly important in providing management and
investors with a more comprehensive view of the operating performance and material trends across our entire
business. Aggregate revenue is calculated by combining the Revenue of our consolidated Affiliates with equity
method revenue. We discuss both Revenue at our consolidated Affiliates and equity method revenue in our Results of
Operations.
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The following table presents our key operating performance measures:
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As of and for As of and for the

the Three Six Months Ended

Months Ended Tune 30

June 30, ’
(in billions, except as noted) 2016 2017 % 2016 2017 %

’ Change Change

Assets under management())
Consolidated Affiliate assets under management $368.9 $407.2 10 % $368.9 $407.2 10 %
Equity method Affiliate assets under management 278.7 3649 31 % 278.7 364.9 31 %
Total $647.6 $772.1 19 % $647.6 $772.1 19 %

Average assets under management(!)
Consolidated Affiliate average assets under management  $373.5 $4014 7 % $368.7 $3942 7 %
Equity method Affiliate average assets under management 272.8 363.0 33 % 267.7 360.3 35 %

Total $646.3 $764.4 18 % $636.4 $7545 19 %
Revenue (in millions) $554.1 $5709 3 % $1,099.5 $1,11521 %
Equity method revenue (in millions)@ 4433 6535 47 % 894.0 1,4732 65 %

Assets under management is presented on a current basis without regard to the timing of the inclusion of an
Affiliate’s financial results in our Consolidated Financial Statements. Average assets under management provides a

() more meaningful relationship to our financial and operating results as it reflects both the particular billing patterns
of Affiliate sponsored products and client accounts and corresponds with the timing of the inclusion of an
Affiliate's financial results in our Consolidated Financial Statements.

2 Equity method revenue primarily consists of asset based and performance fees earned by our equity method
Affiliates.
Assets Under Management
Through our Affiliates, we manage active return-oriented strategies rather than passive or indexing strategies,
exchange-traded funds, fixed income or money market products, which typically carry lower fee rates. We continue to
see meaningful client demand for active return-oriented strategies, particularly in alternative and multi-asset strategies,
reflecting continued investor demand for returns that are less correlated to traditional equity and fixed income
markets. Investor demand for passively managed and indexing strategies has continued, particularly for the large cap
U.S. equity portion of client portfolios, and we have experienced outflows in U.S. equity strategies consistent with this
industry-wide trend. We expect client demand for alternative and multi-asset strategies to continue, and believe the
best-performing active equity managers (whether global-, regional- or country-specific) will continue to have
significant opportunities to grow from net client cash inflows. We believe we are well positioned to benefit from these
trends.

The following charts and tables provide information regarding the composition of and changes in our assets under
management on a current basis by active return-oriented strategy and client type:
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Assets under Management (in billions) at June 30, 2017
By Strategy By Client Type

Alternatives primarily include assets under management in long and short public equity, control equity, managed
futures, multi-strategy, and other alternative and hedge fund strategies, as well as energy and infrastructure

() investments and primary and secondary private equity strategies. Alternative strategies generate earnings from (i)
management fees from products subject to lock-ups or similar restrictions, (ii) management fees from products not
subject to such restrictions and/or (iii) performance fees and carried interest.

(2) Global equities include emerging markets strategies, which accounted for 10% of our overall assets under
management as of June 30, 2017.

By Strategy - Quarter to Date
Global U.S. Multi-asset

(in billions) Alternatives Equities Equities & Other Total
March 31, 2017 $ 290.6 $252.6 $1109 $ 994 $753.5
Client cash inflows and commitments 14.3 10.0 34 4.5 32.2

Client cash outflows and realizations (9.6 ) 98 ) (6.6 )44 ) (304 )
Net client cash flows 4.7 0.2 32 )o0.1 1.8
Market changes (0.8 ) 12.7 2.9 0.8 15.6
Foreign exchange() 1.8 2.6 0.1 0.5 5.0
Other — 02 )— 3.6 ) 3.8 )
June 30, 2017 $ 296.3 $267.9 $110.7 $97.2 $772.1
By Client Type - Quarter to Date
High
(in billions) Institutional Retail Net Total
Worth
March 31, 2017 $ 444.8 $201.6 $107.1 $753.5
Client cash inflows and commitments 16.4 11.5 4.3 322
Client cash outflows and realizations (15.0 ) (119 ) 3.5 ) @304 )
Net client cash flows 1.4 04 )08 1.8
Market changes 8.6 42 2.8 15.6
Foreign exchange() 2.9 1.8 0.3 5.0
Other 0.3 ) (0.1 )B4 )@B8 )
June 30, 2017 $ 4574 $207.1 $107.6 $772.1
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By Strategy - Year to Date
Global U.S. Multi-asset

(in billions) Alternatives Equities Equities & Other Total

December 31, 2016 $ 2524 $233.9 $110.1 $ 92.3 $688.7
Client cash inflows and commitments 26.5 17.8 6.8 9.0 60.1
Client cash outflows and realizations (17.6 ) (186 ) (14.6 ) (8.7 ) (59.5 )

Net client cash flows 8.9 08 ) @8 )03 0.6

New investments 30.6 1.5 — 33 354
Market changes 2.7 30.1 8.3 4.2 453
Foreign exchange() 2.7 3.7 0.1 0.7 7.2
Other (1.0 ) (0.5 ) — 3.6 ) (5.1 )

June 30, 2017 $ 296.3 $267.9 $110.7 $97.2 $772.1

By Client Type - Year to Date

High
(in billions) Institutional Retail Net Total

Worth
December 31, 2016 $ 401.2 $188.3 $99.2 $688.7
Client cash inflows and commitments 27.9 23.8 8.4 60.1
Client cash outflows and realizations (30.4 ) 22.1 ) (7.0 ) (595 )
Net client cash flows (2.5 ) 1.7 1.4 0.6
New Investments 31.0 1.2 3.2 354
Market changes 24.8 13.5 7.0 453
Foreign exchange() 4.3 2.5 0.4 7.2
Other (1.4 ) (0.1 )Y@Bo6 ) (B1 )
June 30, 2017 $ 4574 $207.1 $107.6 $772.1

(1, Foreign exchange reflects the impact of translating non-U.S. dollar denominated assets under management into
U.S. dollars for reporting purposes.

In addition to assets under management, we also report average assets under management. Average assets under
management provides a more meaningful relationship to our financial and operating results as it reflects both the
particular billing patterns of Affiliate sponsored products and client accounts and corresponds with the timing of the
inclusion of an Affiliate’s financial results in our Consolidated Financial Statements.

Average assets under management increased $118.1 billion or 18% for the three months ended June 30, 2017 due to a
33% increase in average assets under management at equity method Affiliates and a 7% increase in average assets
under management at consolidated Affiliates. Average assets under management increased $118.1 billion or 19% for
the six months ended June 30, 2017 due to a 35% increase in average assets under management at equity method
Affiliates and a 7% increase in average assets under management at consolidated Affiliates.

Aggregate Revenue
Aggregate revenue is calculated by combining the Revenue of our consolidated Affiliates with equity method revenue.
We derive most of our aggregate revenue from asset based revenue and performance fees from investment

management services. Asset based revenue includes advisory and other fees earned by our Affiliates for services
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provided to their clients and are typically determined as a percentage of the value of a client’s assets under
management. Performance fees are billed based upon investment performance, typically on an absolute basis or
relative to a benchmark.

Our ratio of asset based revenue to average assets under management (“asset based revenue ratio”) either in the
aggregate, or separately for consolidated Affiliates or equity method Affiliates is calculated as asset based revenue
divided by average
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assets under management for the respective Affiliates. Our asset based revenue ratios may change as a result of new
investments, client cash flows, market changes, foreign exchange or changes in contractual fees.

The following table presents the Revenue of our consolidated Affiliates and equity method revenue, and when
combined, Aggregate revenue:

For the Three For the Six
Months Ended Months Ended
June 30, June 30,
) iy % %
(in millions) 2016 2017 Change 2016 2017 Change
Revenue $554.1 $5709 3 % $1,099.5 $1,11521 %

Equity method revenue () 4433  653.5 47 % 8940 14732 65 %

(1) Equity method revenue primarily consists of asset based and performance fees earned by our equity method
Affiliates.

Aggregate revenue increased 23% in the three months ended June 30, 2017. This increase was primarily due to a
$210.2 million or 47% increase in equity method revenue and a $16.8 million or 3% increase in Revenue at our
consolidated Affiliates. The increase in equity method revenue was primarily due to an increase of $173.0 million or
39% from asset based revenue and an increase of $37.2 million or 8% from performance fees. The increase in asset
based revenue was primarily due to a 33% increase in average assets under management and an increase in our asset
based revenue ratio of 6% as a result of our 2016 investments in new equity method Affiliates which had higher asset
based revenue ratios than existing Affiliates. The increase in Revenue at our consolidated Affiliates was primarily due
to an increase of $22.4 million or 4% from asset based revenue, partially offset by a $5.6 million or 1% decrease from
performance fees. The increase in asset based revenue at consolidated Affiliates was primarily due to a 7% increase in
average assets under management, partially offset by a 3% decline in our asset based revenue ratio.

Aggregate revenue increased 30% in the six months ended June 30, 2017, due primarily to an increase in equity
method revenue of $579.2 million or 65% and a $15.7 million or 1% increase in Revenue at our consolidated
Affiliates. The increase in equity method revenue was primarily due to an increase of $366.6 million or 41% from
asset based revenue and an increase of $212.5 million or 24% from performance fees. The increase in asset based
revenue was primarily due to a 35% increase in average assets under management and an increase in our asset based
revenue ratio of 6% as a result of our 2016 investments in new equity method Affiliates which had higher asset based
revenue ratios than existing Affiliates. The increase in Revenue at our consolidated Affiliates was primarily due to a
$31.7 million or 3% increase from asset based revenue, partially offset by a $16.0 million or 2% decrease from
performance fees. The increase in asset based revenue at our consolidated Affiliates was primarily due to a 7%
increase in average assets under management, partially offset by a 4% decline in our asset based revenue ratio.

Aggregate revenue and equity method revenue are provided in addition to, but not as substitutes for, Revenue. See
Results of Operations for a further discussion of the changes in Revenue at our consolidated Affiliates and equity
method revenue.

Financial and Supplemental Financial Performance Measures
The following table presents our key financial and supplemental financial performance measures:

For the Three For the Six
Months Ended Months Ended
June 30, June 30,
(in millions) 2016 2017 % 2016 2017 %
Change Change
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Net income (controlling interest) $108.3 $126.3 17 % $212.3 $2488 17 %
Adjusted EBITDA (controlling interest)(!) 220.3 2548 16 % 436.1 4986 14 %
Economic net income (controlling interest)) 167.4 188.7 13 % 326.7 3719 14 %

o Adjusted EBITDA (controlling interest) and Economic net income (controlling interest) are non-GAAP
performance measures and are discussed in “Supplemental Financial Performance Measures.”

We believe Adjusted EBITDA (controlling interest) is an important supplemental financial performance measure for

our management and investors. Adjusted EBITDA (controlling interest) provides a comprehensive view of our share

of the
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financial performance of our entire business before interest, taxes, depreciation, amortization, impairments and
adjustments to our contingent payment obligations. Conversely, our GAAP financial performance measures,
Operating income and Income before income taxes, include the non-controlling interest’s share of financial
performance.

Our ownership level of consolidated Affiliates is higher than our ownership level of our equity method Affiliates and,
as a result, we experience a greater proportion of an increase or decrease in Revenue from our consolidated Affiliates
than an increase or decrease in our equity method revenue. While our equity method revenue increased 47% in the
three months ended June 30, 2017, our Revenue from consolidated Affiliates increased 3%, resulting in a $34.5
million or 16% increase in Adjusted EBITDA (controlling interest). In the six months ended June 30, 2017, our equity
method revenue increased 65%, while our Revenue from consolidated Affiliates increased 1%, resulting in a $62.5
million or 14% increase in Adjusted EBITDA (controlling interest).

Our Net income (controlling interest) increased $18.0 million or 17% in the three months ended June 30, 2017, which
was generally consistent with the 16% increase in Adjusted EBITDA (controlling interest). In the six months ended
June 30, 2017, our Net income (controlling interest) increased $36.5 million or 17%, which was greater on a
percentage basis than the 14% increase in Adjusted EBITDA, primarily due to a decrease in our effective tax rate and
lower relative growth in Amortization and impairments and Interest expense in the six month period ended June 30,
2017 than the comparative period.

We consider Economic net income (controlling interest) to be an important measure of our financial performance, as
we believe it best represents our performance after tax and before our share of non-cash expenses relating to our
acquisition of interests in our Affiliates. Our Economic net income (controlling interest) increased $21.3 million or
13% in the three months ended June 30, 2017, which is less on a percentage basis than the increase in Adjusted
EBITDA (controlling interest), primarily due to an increase in our cash taxes. In the six months ended June 30, 2017,
our Economic net income (controlling interest) increased $45.2 million or 14%, consistent with the increase in
Adjusted EBITDA (controlling interest).

Results of Operations

The following discussion includes the financial results of our consolidated and equity method Affiliates. Our
consolidated Affiliates’ financial results are included in our Revenue, Operating expenses and Other non-operating
(income) and expenses, and our share of our equity method Affiliates’ financial results is reported (net of intangible
amortization) in Income from equity method investments in Operating income.

Revenue
The following table summarizes our consolidated Affiliate average assets under management and Revenue:
For the Three For the Six
Months Ended Months Ended
June 30, June 30,
L % %
(in millions, except as noted) 2016 2017 Change 2016 2017 Change
lgiicl)lril(s)?llsl)clated Affiliates average assets under management (in $3735 $401.4 7 %  $368.7 $3942 7 %
Revenue $554.1 $5709 3 %  $1,099.5 $1,1152 1 %

Our Revenue increased $16.8 million or 3% in the three months ended June 30, 2017, primarily due to a $22.4 million
or 4% increase from asset based revenue, partially offset by a $5.6 million or 1% decrease from performance fees. The
change in asset based revenue was primarily due to a 7% increase in average assets under management, partially offset
by a 3% decline in our asset based revenue ratio. The decline in our asset based revenue ratio was primarily due to
changes in the composition of our average assets under management.

Our Revenue increased $15.7 million or 1% in the six months ended June 30, 2017, primarily due to a $31.7 million

or 3% increase from asset based revenue, partially offset by a $16.0 million or 2% decrease from performance fees.
The change in asset based revenue was primarily due to a 7% increase in average assets under management and a 4%
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decline in our asset based revenue ratio. The decline in our asset based revenue ratio was due to a decrease in asset
based revenue related to renewal commissions at one of our Affiliates in the United Kingdom as a result of a
regulatory change which was offset by a reduction in distribution expenses at the Affiliate which were reported in
Selling, general and administrative expenses. The decline in our asset based revenue ratio was also due to changes in
the composition of our average assets under management.

Operating Expenses

The following table summarizes our consolidated operating expenses:
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For the Three For the Six
Months Ended Months Ended
% %
June 30, Change June 30, Chanee
(in millions) 2016 2017 & 2016 2017 &

Compensation and related expenses $232.1 $2422 4 9% $458.7 $484.2 6%

Selling, general and administrative 966 89.1 & )Y 1925 177.8 (8)%

Intangible amortization and impairments 28.6  22.0 (23 )% 553 439 (21)%

Depreciation and other amortization 5.0 4.9 2 )» 10.0 10.1 1 %

Other operating expenses (net) 100 11.8 18 % 225 21.7 (@»D%

Total operating expenses $372.3 $370.0 (1 )% $739.0 $737.7 (O )%

Our operating expenses are primarily attributable to the non-controlling interests because the substantial majority of
these expenses are incurred by consolidated Affiliates through which we share in revenue without regard to expenses.
For these Affiliates, the amount of their operating expenses, including compensation, is generally determined by the
percentage of revenue allocated to operating expenses (“Operating Allocation”) as part of the structured partnership
interests in place at the respective Affiliate. Accordingly, our operating expenses are impacted by increases or
decreases in an Affiliate’s revenue and corresponding increases or decreases in its respective Operating Allocation.
Compensation and related expenses increased $10.1 million or 4% in the three months ended June 30, 2017, primarily
due to a $6.3 million or 3% increase from compensation expenses at Affiliates and a $4.6 million or 2% increase from
compensation expenses associated with Affiliate equity transactions. These changes primarily relate to the
non-controlling interests.

Compensation and related expenses increased $25.5 million or 6% in the six months ended June 30, 2017, primarily
due to a $15.3 million or 3% increase from compensation expenses associated with Affiliate equity transactions and a
$9.0 million or 2% increase from compensation expenses at Affiliates. These changes primarily relate to the
non-controlling interests.

Selling, general and administrative expenses decreased $7.5 million or 8% in the three months ended June 30, 2017,
primarily due to a $5.8 million or 6% decrease from a reduction of expenses in wealth management initiatives.
Selling, general and administrative expenses decreased $14.7 million or 8% in the six months ended June 30, 2017,
primarily due to a $7.2 million or 4% decrease from a reduction in distribution expenses, related to commissions at
certain of our Affiliates in the United Kingdom, a $5.8 million or 3% decrease from a reduction of expenses in wealth
management initiatives and a $1.2 million or 1% decrease from acquisition-related professional fees.

Intangible amortization and impairments decreased $6.6 million or 23% in the three months ended June 30, 2017, due
to a $5.0 million or 17% decrease from a change in the pattern of economic benefit for certain assets and a $1.6
million or 6% decrease from certain assets being fully amortized.

Intangible amortization and impairments decreased $11.4 million or 21% in the six months ended June 30, 2017, due
to a $8.4 million or 15% decrease from a change in the pattern of economic benefit for certain assets and a $3.0
million or 6% decrease from certain assets being fully amortized.

There were no significant changes in Depreciation and other amortization and Other operating expenses (net) in the
three and six months ended June 30, 2017.

Income from Equity Method Investments

For equity method Affiliates, our share of an Affiliate’s earnings or losses is contractually calculated using a formula
whereby our share is based either on a fixed percentage of such Affiliate’s revenue without regard to expenses or by
reference to such Affiliate’s revenue less certain agreed-upon expenses. Our share of an Affiliate’s earnings or losses is
reported (net of intangible amortization attributable to our investment in an equity method Affiliate) in Income from
equity method investments in Operating income.

Additional investments in existing or new Affiliates will generally impact our financial results in the year of
investment and, depending upon the timing, in the following year when the full-year financial results of the Affiliate
investment are reflected in our Consolidated Financial Statements.

The following table summarizes equity method earnings and equity method intangible amortization, which together
comprise Income from equity method investments, as well as equity method Affiliate average assets under
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management and equity method revenue:
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For the Three For the Six Months
Months Ended
Ended June 30,

June 30,

(in millions, except as noted) 2016 2017 % 2016 2017 %
’ p Change Change

Equity method earnings $80.0 $99.0 24 % $1622 $206.7 27 %
Equity method intangible amortization (148 ) 240 )62 % (290 ) (458 )58 %
Income from equity method investments $65.2 $750 15 % $133.2 $1609 21 %

Operating Measures
Eicllﬁgzsl;leth()d Affiliates average assets under management (1n$ 2728 $363.0 33 % $2677 $3603 35 %

Equity method revenue $443.3 $653.5 47 % $894.0 $1,4732 65 %

Our equity method revenue increased $210.2 million or 47% in the three months ended June 30 2017, due to a $173.0
million or 39% increase from asset based revenue and a $37.2 million or 8% increase from performance fees. The
increase in asset based revenue was due to increases of $129.2 million or 29% from our 2016 investments in new
Affiliates and $43.8 million or 10% from asset based revenue at existing Affiliates. The increase in asset based
revenue at existing Affiliates was due to a 15% increase in average assets under management. The increase in
performance fees was primarily due to a $38.6 million or 9% increase from our 2016 investments in new Affiliates,
partially offset by a $1.4 million or less than 1% decrease from performance fees at existing Affiliates.

While equity method revenue increased 47% in the three months ended June 30, 2017, equity method earnings
increased $19.0 million or 24%, primarily due to our 2016 investments in new Affiliates, in which we own less of the
equity interests than in our existing equity method Affiliates.

Equity method intangible amortization increased $9.2 million or 62% in the three months ended June 30, 2017, due to
a $4.7 million or 32% increase from our 2016 investments in new Affiliates and a $4.5 million or 30% increase from a
change in the pattern of economic benefit related to certain assets at existing Affiliates.

Our equity method revenue increased $579.2 million or 65% in the six months ended June 30, 2017, due to a $366.7
million or 41% increase from asset based revenue and a $212.5 million or 24% increase from performance fees. The
increase in asset based revenue was primarily due to increases of $270.1 million or 30% from our 2016 investments in
new Affiliates and $96.5 million or 11% from asset based revenue at existing Affiliates. The increase in asset based
revenue at existing Affiliates was due to a 15% increase in average assets under management. The increase in
performance fees was primarily due to a $232.6 million or 26% increase from performance fees from our 2016
investments in new Affiliates, partially offset by $20.2 million or 2% decrease in performance fees at existing
Affiliates.

While equity method revenue increased 65% in the six months ended June 30, 2017, equity method earnings increased
$44.5 million or 27%, primarily from our 2016 investments in new Affiliates, in which we own less of the equity
interests than in our existing equity method Affiliates.

Equity method intangible amortization increased $16.8 million or 58% in the six months ended June 30, 2017, due to
an $11.0 million or 38% increase from our 2016 investments in new Affiliates and a $5.8 million or 20% increase
from a change in the pattern of economic benefit related to certain assets at existing Affiliates.

Non-Operating (Income) and Expenses

The following table summarizes non-operating income and expense data:

For the Three For the Six
Months Ended Months Ended
June 30, June 30,
C %
(in millions) 2016 2017 Change 2016 2017 % Change
Investment and other income $(11.6) $(15.7) 35 % $(15.6) $(29.2) 87 %
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Interest expense 21.9 22.4 2 % 440 443 1 %
Imputed interest expense and contingent payment 0.8 )3 188 % (1.1 ) 3.1 NM. (D
arrangements

Income taxes 52.3 62.5 20 % 1094 1222 12 %
29
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(1) Percentage change is not meaningful.

Investment and other income increased $4.1 million or 35% in the three months ended June 30, 2017, primarily due to
a $7.8 million or 67% increase from changes in the fair value of investments, partially offset by a $1.7 million or 15%
decrease from lower dividend income and a $1.5 million or 13% decrease from lower foreign currency transaction
gains.

Investment and other income increased $13.6 million or 87% in the six months ended June 30, 2017, primarily due to
a $12.0 million or 77% increase from changes in the fair value of investments and a $3.8 million or 24% increase from
realized gains on the sale of investment securities, partially offset by a $1.7 million 11% decrease from lower dividend
income.

There were no significant changes in Interest expense in the three and six months ended June 30, 2017.

Imputed interest expense and contingent payment arrangements increased $1.5 million in the three months ended June
30, 2017, primarily due to a $1.4 million expense on the revaluation of a contingent payment arrangement.

Imputed interest expense and contingent payment arrangements increased $4.2 million in the six months ended June
30, 2017, primarily due to a $2.8 million gain on the revaluation of a contingent payment arrangement in the six
months ended June 30, 2016, which did not reoccur and a $1.4 million expense on the revaluation of a contingent
payment arrangement in the six months ended June 30, 2017.

Income taxes increased $10.2 million or 20% and $12.8 million or 12% in the three and six months ended June 30,
2017, respectively, primarily due to an increase in Income before income taxes attributable to the controlling interest,
partially offset by stock compensation tax benefits, as well as an increase in the indefinite reinvestment of certain
foreign earnings.

Net Income

The previously discussed changes in Revenue, expenses and Income from equity method investments had the
following effect on Net income:

For the Three For the Six
Months Ended Months Ended
June 30, June 30,
) iy % %
(in millions) 2016 2017 Change 2016 2017 Change
Net income $183.6 $204.4 11 % $357.0 $398.0 11 %

Net income (non-controlling interests) 75.3  78.1 4 % 1447 1492 3 %
Net income (controlling interest) 108.3 1263 17 % 2123 2488 17 %

Supplemental Financial Performance Measures

Adjusted EBITDA (controlling interest)

As supplemental information, we provide a non-GAAP measure that we refer to as Adjusted EBITDA (controlling
interest). Adjusted EBITDA (controlling interest) represents our earnings before our share of interest expense, income
taxes, depreciation, amortization, impairments and adjustments to our contingent payment obligations. We believe that
many investors use this information when assessing the financial performance of companies in the investment
management industry. This non-GAAP performance measure is provided in addition to, but not as a substitute for, Net
income (controlling interest) or any other GAAP measures of financial performance.

The following table provides a reconciliation of Net income (controlling interest) to Adjusted EBITDA (controlling
interest):
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For the Three For the Six
Months Ended Months Ended

June 30, June 30,
(in millions) 2016 2017 2016 2017
Net income (controlling interest) $108.3 $126.3 $212.3 $248.8
Interest expense 219 224 440 44.3
Imputed interest expense and contingent payment arrangements) 0.8 2.3 1.1 ) 3.1
Income taxes 503 60.7 1055 1185
Depreciation and other amortization 2.0 2.2 4.0 4.5
Intangible amortization and impairments(® 370 409 714 79.4
Adjusted EBITDA (controlling interest) $220.3 $254.8 $436.1 $498.6

In the six months ended June 30, 2016, we adjusted our estimate of a contingent payment obligation and,
(1) accordingly, recorded a gain attributable to the controlling interest of $2.8 million. For the six months ended June
30, 2017, we adjusted our estimate of a contingent payment obligation and accordingly, recorded a loss attributable
to the controlling interest of $1.4 million, all of which occurred in the three months ended June 30, 2017.
Our reported intangible amortization includes amortization attributable to our non-controlling interests. For our
@) equity method Affiliates, we do not separately report intangible amortization in our Consolidated Statements of
Income. Our share of these Affiliates’ amortization is reported in Income from equity method investments.
The following table summarizes the Intangible amortization and impairments shown above:
For the Three For the Six
Months Ended Months Ended
June 30, June 30,
(in millions) 2016 2017 2016 2017
Reported Intangible amortization and impairments $28.6 $22.0 $55.3 $43.9
Intangible amortization (non-controlling interests) (6.4 ) (5.1 ) (12.9) (10.3)
Equity method intangible amortization 148 240 290 458
Total $37.0 $409 $714 $794
Economic Net Income (controlling interest) and Economic Earnings Per Share
As supplemental information, we also provide non-GAAP performance measures that we refer to as Economic net
income (controlling interest) and Economic earnings per share. We consider Economic net income (controlling
interest) and Economic earnings per share to be important measures of our financial performance, as we believe they
best represent our performance before our share of non-cash expenses relating to our acquisition of interests in our
Affiliates, and they are, therefore, employed as our principal performance measures. Economic net income
(controlling interest) and Economic earnings per share are used by our management and Board of Directors as our
principal performance benchmarks, including as one of the measures for aligning executive compensation with
stockholder value. These measures are provided in addition to, but not as substitutes for, other GAAP measures of
financial performance, such as Net income (controlling interest) and Earnings per share (diluted).
Under our Economic net income (controlling interest) definition, we add to Net income (controlling interest) our share
of pre-tax intangible amortization and impairments (including the portion attributable to equity method Affiliates),
deferred taxes related to intangible assets, and other economic items, which include non-cash imputed interest
(principally related to the accounting for convertible securities and contingent payment arrangements) and certain
Affiliate equity expenses. We add back intangible amortization and impairments attributable to acquired client
relationships because these expenses do not correspond to the changes in value of these assets, which do not diminish
predictably over time. The portion of deferred taxes generally attributable to intangible assets (including goodwill) is
added back because we believe it is unlikely these accruals will be used to settle material tax obligations. We add back
non-cash imputed interest and reductions or increases in contingent payment arrangements to better reflect our
contractual interest obligations. We add back non-cash expenses relating to certain transfers of equity between
Affiliate partners when these transfers have no dilutive effect to shareholders.
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Economic earnings per share represents Economic net income (controlling interest) divided by the Average shares
outstanding (adjusted diluted). In this calculation, the potential share issuance in connection with our convertible
securities is measured using a “treasury stock” method. Under this method, only the net number of shares of common
stock equal to the value of these convertible securities in excess of par, if any, is deemed to be outstanding. We
believe the inclusion of net shares under a treasury stock method best reflects the benefit of the increase in available
capital resources (which could be used to

31

53



Edgar Filing: AFFILIATED MANAGERS GROUP, INC. - Form 10-Q

repurchase shares of common stock) that occurs when these securities are converted and we are relieved of our debt
obligation. This method does not take into account any increase or decrease in our cost of capital in an assumed

conversion.
The following table provides a reconciliation of Net income (controlling interest) to Economic net income (controlling
interest):
For the Three For the Six
Months Ended  Months Ended
June 30, June 30,
(in millions, except per share data) 2016 2017 2015 2017
Net income (controlling interest) $108.3 $126.3 $212.3 $248.8
Intangible amortization and impairments(!) 37.0 40.9 71.4 79.4
Intangible-related deferred taxes 21.3 19.1 43.4 38.9
Other economic items®®) 0.8 2.4 04 )48
Economic net income (controlling interest) $167.4 $188.7 $326.7 $371.9
Average shares outstanding (diluted) 56.7 58.7 56.7 59.0
Assumed issuance of junior convertible securities shares (2.2 ) (22 ) 22 )22 )
Average shares outstanding (adjusted diluted) 54.5 56.5 54.5 56.8

Economic earnings per share $3.07 $3.33 $5.99 $6.55

() See note (2) to the table in “Adjusted EBITDA (controlling interest).”
For the three months ended June 30, 2016 and 2017, Other economic items were net of income tax expense of $0.4
) million and $0.8 million, respectively. For the six months ended June 30, 2016 and 2017, Other economic items
were net of an income tax benefit of $0.2 million and income tax expense of $1.2 million, respectively.
For the six months ended June 30, 2016, we adjusted our estimate of a contingent payment obligation and,
accordingly, recorded a gain attributable to the controlling interest of $2.8 million ($1.7 million net of tax). For the
() six months ended June 30, 2017, we adjusted our estimate of a contingent payment obligation and accordingly,
recorded a loss attributable to the controlling interest of $1.4 million ($0.9 million net of tax), all of which occurred
in the three months ended June 30, 2017.
Liquidity and Capital Resources
During the six months ended June 30, 2017, we met our cash requirements primarily through cash generated by
operating activities. Our principal uses of cash during the quarter were, and for the foreseeable future are expected to
be, for repayments of senior debt, distributions to Affiliate equity holders, repurchases of common stock, Affiliate
equity repurchases, the payment of cash dividends on our common stock, and general working capital purposes. We
also expect that a principal use of cash will be for investments in new and existing Affiliates. We anticipate that cash
flows from operations, together with borrowings under our revolver and proceeds from our equity distribution
program, will be sufficient to support our cash flow needs for the foreseeable future.

Cash and cash equivalents at December 31, 2016 and June 30, 2017 were $430.8 million and $364.6 million,
respectively, including $18.9 million and $23.3 million, respectively, in our wholly-owned foreign subsidiaries, which
could be repatriated without accruing or paying any significant additional U.S. taxes.
The following table summarizes our cash flow activities:
For the Six
Months Ended
June 30,
(in millions) 2016 2017
Operating cash flow $341.4 $444.0
Investing cash flow (540.0 ) 1.0
Financing cash flow (14.4 ) (517.2)
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In the six months ended June 30, 2017, Cash flow from operating activities increased $102.6 million, of which
approximately 70% was attributable to the controlling interest. Cash flow from operating activities attributable to the
controlling interest increased primarily from the receipt of cash distributions of our share of equity method earnings
from our 2016 investments in new Affiliates.

Investing Cash Flow

Net cash flow from investing activities, which is primarily attributable to the controlling interest, increased $541.0
million in the six months ended June 30, 2017, primarily due to a decrease in Investments in Affiliates of $521.1
million and an increase in Sale of investment securities of $24.1 million.

Financing Cash Flow

Net cash flow used in financing activities, which is primarily attributable to the controlling interest, increased $502.8
million in the six months ended June 30, 2017. This increase was primarily due to a change in the senior debt activity
from net borrowings of $255.0 million in the six months ended June 30, 2016 to net repayments of $80.0 million in
the six months ended June 30, 2017, an increase in repurchases of common stock of $136.8 million, and an increase in
taxes paid on shares withheld from restricted stock vesting and option exercises, included in Other financing items of
$25.5 million.

The following table summarizes the carrying value of our outstanding indebtedness:

. . December June
(in millions) 31.2016 30,
’ 2017
Senior bank debt $870.0 $790.0
Senior notes 945.1 945.4

Convertible securities 307.5 308.6

Senior Bank Debt and Senior Notes

We have a $1.45 billion senior unsecured multicurrency revolving credit facility (the “revolver”) and a $385.0 million
senior unsecured term loan facility (the “term loan” and, together with the revolver, the “credit facilities”). The credit
facilities both mature on September 30, 2020.

The credit facilities contain financial covenants with respect to leverage and interest coverage, as well as customary
affirmative and negative covenants, including limitations on priority indebtedness, asset dispositions and fundamental
corporate changes, and certain customary events of default. As of June 30, 2017, we were in compliance with all terms
of our credit facilities and had $1.0 billion of remaining capacity under our revolver, all of which we could borrow
and remain in compliance with our credit facilities.

On July 12, 2017, we delivered a notice to redeem all $200.0 million principal amount outstanding of our 6.375%
senior unsecured notes due 2042 at a redemption price equal to 100% of the principal amount. We will redeem the
senior unsecured notes on August 15, 2017.

We are currently rated A3 by Moody’s Investors Service and we were upgraded to A- by S&P Global Ratings during
the quarter. A downgrade of our credit rating, including a downgrade to below investment grade, would not trigger a
default or have any other significant impact on the terms of our existing credit facilities. A reduction in our credit
rating could, however, increase our borrowing costs. Additionally, a downgrade of our credit rating below investment
grade in connection with a change in control would require us to make a repurchase offer on certain of our senior
notes.

Equity Distribution Program

In 2016, we entered into equity distribution and forward equity agreements with several major securities firms under
which we, from time to time, may issue and sell shares of our common stock (immediately or on a forward basis)
having an aggregate sales price of up to $500.0 million (the “equity distribution program”). As of June 30, 2017, no
sales have occurred under the equity distribution program.

Affiliate Equity

Many of our Affiliate agreements provide us with a conditional right to call and Affiliate equity holders with the
conditional right to put their Affiliate equity interests to us at certain intervals. For equity method Affiliates, we do not
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typically have such put and call arrangements. The purchase price of these conditional purchases is generally
calculated based
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upon a multiple of the Affiliate’s cash flow distributions, which is intended to represent fair value. Affiliate equity
holders are also permitted to sell their equity interests to other individuals or entities in certain cases, subject to our
approval or other restrictions.
As of June 30, 2017, our current redemption value of $730.6 million for these interests has been presented as
Redeemable non-controlling interests. Although the timing and amounts of these purchases are difficult to predict, we
repurchased $150.4 million of Affiliate equity during the six months ended June 30, 2017, and expect to repurchase a
total of approximately $175 million in 2017. In the event of a repurchase, we would become the owner of the cash
flow associated with the repurchased equity.
Commitments
We have committed to co-invest in certain investment partnerships. As of June 30, 2017, these unfunded
commitments totaled $92.1 million and may be called in future periods. In connection with a past acquisition
agreement, we are contractually entitled to reimbursement from a prior owner of one of the Company’s Affiliates for
$11.1 million of these commitments if they are called.
As of June 30, 2017, we were contingently liable, upon achievement by certain Affiliates of specified financial targets,
to make payments related to our investments in Affiliates through 2019. For our consolidated Affiliates, we were
contingently liable for up to $21.7 million, and expected to make payments of $8.9 million ($1.6 million in 2017). The
present value of these expected payments was $7.8 million as of June 30, 2017. For our equity method Affiliates, we
were contingently liable for up to $170.0 million, and expected to make no payments.
Affiliate equity interests provide holders with a conditional right to put their interests to us over time. In addition, in
connection with an investment in an Affiliate accounted for under the equity method, we entered into an arrangement
with a minority owner of the Affiliate that gives such owner the right to sell a portion of its ownership interest in the
Affiliate to us annually beginning in 2018. The purchase price of these conditional purchases will be at fair market
value on the date of the transaction.
We and certain of our Affiliates operate under regulatory authorities, which require that we and they maintain
minimum financial or capital requirements.
Share Repurchases
Our Board of Directors authorized share repurchase programs in May 2015 and January 2017, authorizing us to
repurchase up to 3.0 million and 1.9 million shares of our common stock, respectively, for a total of 4.9 million
shares, which do not expire. As of June 30, 2017, we had repurchased 2.2 million shares of this total authorized
amount. As of June 30, 2017, we had unsettled market share repurchases for 0.2 million shares of our common stock,
which were acquired under a $32.0 million accelerated share repurchase program that was completed on July 28,
2017.
Contractual Obligations
The following table summarizes our contractual obligations as of June 30, 2017. Contractual debt obligations include
the cash payment of fixed interest.

Payments Due

Remainder
(in millions) Total of 2018-2019 2020-2021 Thereafter
2017
Contractual Obligations?)
Senior bank debt $7900 $— $ — $ 790.0 $—
Senior notes® 1,495.0 21.0 84.0 84.0 1,306.0
Junior convertible securities 885.7 11.1 444 44 .4 785.8
Leases® 205.8 19.1 672 58.5 61.0
Affiliate equity 70.7 70.0 0.7 — —

Total contractual obligations $3,447.2 $121.2 $ 1963 $ 9769  $2,152.8
Contingent Obligations
Contingent payment obligations® $8.9 $1.6 $73 $ — $—
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This table does not include liabilities for commitments to co-invest in certain investment partnerships or uncertain
() tax positions of $92.1 million and $26.6 million, respectively, as of June 30, 2017, as we cannot predict when such
obligations will be paid.
On July 12, 2017, the Company delivered a notice to redeem all $200.0 million principal amount outstanding of its
) 6.375% senior unsecured notes due 2042 at a redemption price equal to 100% of the principal amount. The
Company will redeem the senior unsecured notes on August 15, 2017.
3y The controlling interest portion is $5.7 million through 2017, $22.7 million in 2018-2019, $19.7 million in
2020-2021 and $29.4 million thereafter.
The contingent payment obligations disclosed in the table represent our expected settlement amounts associated
@) with our investments in new Affiliates. The maximum settlement amount through 2017 is $4.7 million, $187.0
million in 2018-2019 and none thereafter.
Recent Accounting Developments
See Note 2 of the Consolidated Financial Statements.
Item 3. Quantitative and Qualitative Disclosures About Market Risk
There have been no material changes to our Quantitative and Qualitative Disclosures About Market Risk in the three
months ended June 30, 2017. Please refer to the below as well as the additional disclosures in Item 7A of our 2016
Annual Report on Form 10-K.
Foreign Currency Exchange Risk
To illustrate the effect of possible changes in currency exchange rates, we estimate a 1% change in the pound sterling
and Canadian dollar to U.S. dollar exchange rates would have resulted in changes to stockholders’ equity of
approximately $13 million and $2 million, respectively, as of June 30, 2017, and annual changes to Income before
income taxes of $1.2 million and $0.3 million, respectively.
Item 4. Controls and Procedures
We carried out an evaluation under the supervision and with the participation of our management, including our Chief
Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our disclosure
controls and procedures during the quarter covered by this Quarterly Report on Form 10-Q. Based upon that
evaluation, our Chief Executive Officer and Chief Financial Officer concluded that, as of the end of the quarter
covered by this Quarterly Report on Form 10-Q, our disclosure controls and procedures are effective in ensuring that
(1) the information required to be disclosed by us in the reports that we file or submit under the Securities Exchange
Act of 1934, as amended (the “Exchange Act”), is recorded, processed, summarized and reported within the time periods
specified in the Securities and Exchange Commission’s rules and forms, and (ii) such information is accumulated and
communicated to our management, including our principal executive officer and principal financial officer, as
appropriate, to allow timely decisions regarding required disclosure. In designing and evaluating our disclosure
controls and procedures, we recognize that any controls and procedures, no matter how well designed and operated,
can provide only reasonable assurance of achieving the desired control objectives, and our management necessarily
was required to apply its judgment in evaluating and implementing possible controls and procedures. Our disclosure
controls and procedures were designed to provide reasonable assurance of achieving their stated objectives, and our
principal executive officer and principal financial officers concluded that our disclosure controls and procedures were
effective at the reasonable assurance level. We review on an ongoing basis and document our disclosure controls and
procedures, and our internal control over financial reporting, and we may from time to time make changes in an effort
to enhance their effectiveness and ensure that our systems evolve with our business.
No change in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the
Exchange Act) occurred during the quarter covered by this Quarterly Report on Form 10-Q that has materially
affected, or is reasonably likely to materially affect, our internal control over financial reporting.
PART II—OTHER INFORMATION

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
(a)None.
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(b)None.
(c)Purchases of Equity Securities by the Issuer.
Total Maximum
Number of Number of
Total Average Shares Average Shares that
. Purchased . May Yet Be
) Number of  Price Price
Period . as Part of . Purchased
Shares Paid Per . Paid Per
Purchased® Share Publicly Share Under
Announced Outstanding
Plans or Plans or
Programs Programs®
April 1-30, 2017 — $ — $ —3,488,778

May 1-31, 2017 660,301 153.17 587,891 153.42 2,900,887
June 1-30, 20174 214,659 165.28 180,875 165.86 2,720,012
Total 874,960 156.14 768,766 156.35

(1) Includes shares surrendered to the Company to satisfy tax withholding and/or option exercise price obligations in

connection with stock swap option exercise transactions.
Our Board of Directors authorized share repurchase programs in May 2015 and January 2017, authorizing us to
(2) repurchase up to 3.0 million and 1.9 million shares of our common stock, respectively, for a total of 4.9 million
shares, which do not expire. As of June 30, 2017, we had repurchased 2.2 million shares of this total authorized
amount.
As of June 30, 2017, we had unsettled market share repurchases for 180,875 shares of our common stock,
3) which were acquired under a $32.0 million accelerated share repurchase program. The program was
completed on July 28, 2017, resulting in delivery of a total of 182,713 shares under the program.
Item 6. Exhibits
The exhibits are listed on the Exhibit Index and are included elsewhere in this Quarterly Report on Form 10-Q.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

AFFILIATED MANAGERS GROUP, INC.

(Registrant)

August 3,

2017 /s/ JAY C. HORGEN
Jay C. Horgen
on behalf of the Registrant as Chief Financial Officer and Treasurer (and also as Principal Financial and
Principal Accounting Officer)
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EXHIBIT INDEX

Eﬁll%escription
31 Amendment to Amended and Restated Certificate of Incorporation.
31.1 Certification of Registrant’s Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
31.2 Certification of Registrant’s Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
32.1 Certification of Registrant’s Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
32.2 Certification of Registrant’s Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
The following financial statements from the Registrant’s Quarterly Report on Form 10-Q for the quarter ended
June 30, 2017 are filed herewith, formatted in XBRL (eXtensible Business Reporting Language): (i) the
Consolidated Statements of Income for the three-and six-month periods ended June 30, 2017 and 2016, (ii) the
101 Consolidated Balance Sheets at June 30, 2017 and December 31, 2016, (iii) the Consolidated Statements of
Equity for the six-month periods ended June 30, 2017 and 2016, (iv) the Consolidated Statements of Cash Flows
for the six-month periods ended June 30, 2017 and 2016, and (v) the Notes to the Consolidated Financial
Statements.
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QuickLinks
PART I—FINANCIAL INFORMATION

Item 1. Financial Statements

AFFILIATED MANAGERS GROUP. INC. CONSOLIDATED STATEMENTS OF INCOME (in millions. except
per share data) (unaudited)

AFFILIATED MANAGERS GROUP, INC. CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in millions) (unaudited)

AFFILIATED MANAGERS GROUP, INC. CONSOLIDATED BAIL ANCE SHEETS (in millions) (unaudited)
AFFILIATED MANAGERS GROUP. INC. CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (in
millions) (unaudited)

AFFILIATED MANAGERS GROUP, INC. CONSOLIDATED STATEMENTS OF CASH FIL.OWS (in millions)

(unaudited)
AFFILIATED MANAGERS GROUP. INC. NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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