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Important Disclosures 

Forward-Looking Statements 

This presentation may contain forward-looking statements within the meaning 

of the Private Securities Litigation Reform Act of 1995.   

These forward-looking statements are not statements of facts or guarantees 

of future performance, and are subject to risks, uncertainties and other factors that may cause 

actual results to differ materially from those discussed in the statements.   

For a discussion of these risks and uncertainties, please see ñRisk Factorsò and ñManagementôs 

Discussion and Analysis of Financial Condition and Results of Operationsò in the Companyôs 

Annual Report on Form 10-K for the fiscal year ended March 31, 2014 and in the Companyôs 

quarterly reports on Form 10-Q. 

Non-GAAP Financial Measures 

This presentation includes certain non-GAAP financial measures.  These non-GAAP measures 

are in addition to, not a substitute for or superior to, measures of financial performance 

determined in accordance with GAAP.  The company undertakes no obligation to update the 

information contained in this presentation to reflect subsequently occurring events or 

circumstances.  



Page 2 

Financial Overview 
Peter H. Nachtwey 
Chief Financial Officer 
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Operating Results FY 2014 

FY 14   FY 13 

Operating Revenues     $ 2,741.8        $ 2,612.6   

Operating Expenses       2,310.9         3,047.1 

Operating Income (loss)           430.9           (434.5) 

Net Income (loss)           284.8           (353.3) 

Diluted EPS            2.33             (2.65) 

Adjusted Income1          417.8            347.2 

Adjusted Income per diluted share1            3.41              2.61 

Operating Margin, as adjusted1, 2         22.0%           17.5% 

Effective Tax Rate GAAP3         32.8%           29.5% 

($ millions, except 

 per share amounts) 

1 See Appendix for GAAP reconciliation 

3 Includes the impact of Consolidated Investment Vehicles (CIVs) for FY14 and FY13, 0.3% and (0.4%), respectively. 

2 Operating margin, as adjusted restated for all periods to exclude intangible amortization 



Assets Under Management ($ billions) 

AUM by Affiliate1 
Mar 14 

AUM 

Mar 13 

AUM 

Mar 12 

AUM 

% Change vs. 

Mar 13 Mar 12 

Western Asset $ 467.1 $ 458.9 $ 446.2  2%   5% 

ClearBridge      90.5      65.9      55.8 37%  62%  

Royce & Associates      38.6      37.4       39.7 3%    (3)%   

Permal Group       19.7      21.3       18.3 (8)%   8% 

Brandywine      52.2      46.0      37.2 13% 40% 

Batterymarch      10.2      12.7      18.4 (20)% (45)% 
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1 Primary affiliates ordered by contribution to fiscal year to date 2014 pre-tax earnings 
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  Assets Under Management by Asset Class 
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Effective April 1, 2014, certain client assets previously reported as AUM have been reclassified as Assets Under Advisement (AUA). As a result of this change $12.0 billion 

of AUA in June 2014, are excluded from the table above. Included in the table above is $12.6 billion in fixed income AUM in March 2014 related to the low fee sovereign 

mandate that has been reclassified as Assets Under Advisement (AUA) 
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Fiscal Year Net Flows ($B) 

Net Flows 
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Allocating Cash for the Benefit of Shareholders 
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ÅShares outstanding reduced by 46M 
shares or 28% over the past four years1 

ÅContinued dividend growth 

ÅCash decreased by $75M, while utilizing 
$60M to reduce debt, continuing share 
repurchases and investing in business 
initiatives 

ÅSeed investments of $406M   

     

1 Since inception of the buyback program 
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Recent Capital Structure Changes 
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Prior to Fiscal ó12 Notes Offering 
Post FY12 Notes Offering 

Fiscal ó15 Debt Restructuring 

(Current Debt Structure) 
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Building Momentum 
Joseph A. Sullivan  
President and Chief Executive Officer 

 

 

 



ÅA Diversified Global Asset Management Firm 

ÅServing Individual and Institutional Investors for Over a Century 

ÅApproximately 2,800 Employees with Offices Around the World 

ÅHeadquartered in Baltimore, Maryland 

ÅTicker:  LM  (NYSE) 
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As of March 31, 2014: 

ÅRevenue TTM: $2.7B 

ÅShares Outstanding:117.0M 

ÅInstitutional Holdings: 88% 

 

ÅEquity Market Cap1: $5.9B 

ÅStock Price1: $50.95 

Å AUM: $704.3B2 

 

1 As of July 25, 2014 
2 As of June 30, 2014.  Effective April 1, 2014, certain client assets previously reported as AUM have been reclassified to Assets 
Under Advisement (AUA).  As a result of this change $12.0B of AUA, are excluded from AUM for the month of June 2014 
 

Legg Mason Today 
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Why Legg MasonéWhy Now? 

Å Enhanced affiliate model 

ï Acquisitions of QS Investors and Fauchier Partners 

ï Streamlined US Equities and Solutions platforms 

ï Sold or shut down sub-optimal affiliates 

ï Implementing management equity plans (ñMEPò) at affiliates 

ï Improving long-term flow trends in both equity and fixed income 

Å Accelerating Global Distributions trajectory 

ï Building sales momentum ï FYô14 record gross sales up 15% YoY 

ï Distribution initiatives ï investing in sales personnel and technology 

Å Improved capital structure 

ï De-levered and extended maturities 

ï Share count reduced by 28% over the last four years 

Å Compelling valuation 

ï Strong cash generation 

ï Tax shield turbocharges cash for investments or return to shareholders  

ï EV/EBITDA multiple below peer average 

 

Reinvigorated Platform with a Focus on Growth 

Industry leader in returning capital: Over the past 3 years shareholders 

received over $1.3B in payouts via buybacks and dividends 
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Asset & Revenue Diversity 

Total AUM $702B 

FYTD 2014 Gross Revenues $2,742M 

Data as of March 31, 2014 
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Key Operating Priorities 

Create an innovative 

portfolio of  

investment 

solutions 

Deliver 

compelling 

investment 

performance 

Operate with  

the highest level 

of effectiveness 

and efficiency 

Grow 

market share 

worldwide 
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Progress on Operating Priorities - Products 

ÅAcquired QS Investors 

ÅPermal launched the Alternative Select Fund, 

marking expansion into liquid alternative space 

ÅAppointed Thomas K. Hoops as Head of 

Business Development 

ÅIdentifying products that suit specific needs and 

create focused campaign 
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ÅLegg Mason plans to leverage QS Investorsô 

capabilities with existing affiliates and global 

distribution for future growth in the rapidly 

growing customized solutions, liquid 

alternatives and smart beta strategies 



Å75% or more of Strategy performance vs. benchmarks 

beating peers for all time periods 

ÅFixed income AUM is the largest driver of Strategy 

performance and has continued to have strong returns 

over all time periods 

Progress on Operating Priorities - Performance 

% of Strategy1 AUM beating Benchmark  

 
1 See appendix for details regarding strategy performance Page 15 



Progress on Operating Priorities - Distribution 

ÅFY14 record gross sales of $65B up 15% from the 
prior year  

ÅUS sales improved by $5B for the year 

ÅInternational sales improved by $3B 

ÅSales remain strong, but redemptions reflect 
continued headwinds in small cap products  
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48%

35%

17%

AUM 
by Channel

US Retail

US Quasi -Institutional

International

($ Billions) FY14 FY13 Change 

Gross Sales: 

US $41.4   $36.5  $4.9 

Intôl   23.8      20.4    3.4 

Total $65.2   $56.9  $8.3 

Net Flows 

US    ($ 1.5)      ($0.6)    ($0.9) 

Intôl        1.4         2.8      (1.4) 

Total     ($0.1)       $2.2    ($2.3) 



Actively Building a Better Legg Mason 
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Progress on Operating Priorities - Productivity 

59.6% 

24.5% 



For internal use only. Not for distribution to the public. 

If the wind will not serve, take to the oars. 

                   -Latin proverb 

Questions & Answers 


