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In 1985, two men sat in a small New York office with a big idea and very little else. Stephen
Schwarzman was thirty-eight; his partner Peter Peterson was a former US commerce secretary
and former chairman of Lehman Brothers. Between them they had four hundred thousand dollars
of starting capital, a two-person staff, no investors, no track record. They named their firm with a
small private joke: Schwarz is German for black, Peter comes from the Greek for stone. Blackstone.
Four decades later that partnership became the largest alternative asset manager the world has
ever seen, the first to cross a trillion dollars in assets, a firm that owns more commercial real
estate than almost anyone on Earth.

Key Facts
Founders Stephen Schwarzman and Peter Peterson, both former Lehman Brothers
executives
Sector Alternative asset management — private equity, real estate, credit, infrastructure
Moat Scale and trust in raising and deploying patient, long-locked capital
The Method Raise long-term capital, buy assets that do not trade easily, manage patiently,
charge fees
Famous Offshoot Seeded Larry Fink's bond business in 1988, sold the stake in 1994; it became
BlackRock
Defining Trait The first alternative asset manager to cross $1 trillion in assets (2023)
Status Public (NYSE: BX)
By the Numbers

Started with $400,000 in seed capital in 1985

Sold its stake in the future BlackRock in 1994 for about $240 million, a business now worth many times
Blackstone

Went public in June 2007, the first major private equity firm to do so, right before the financial crisis
Became the first alternative asset manager to cross $1 trillion in assets in late 2023
Raised a first private equity fund of roughly $810 million despite having no buyout track record

Managed roughly $1.2 trillion by 2025, the largest alternative investment firm in the world

The Moat
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Patient Capital as a Compounding Machine

Blackstone's edge is the illiquidity premium. It buys assets, whole companies, vast portfolios of
buildings, private loans, that cannot be sold at the click of a button, and it is paid for the patience and
lock-up ordinary investors will not tolerate. The unifying idea behind decades of expansion into real
estate, credit, infrastructure and insurance was simple: raise long-term capital, buy assets that do
not trade easily on public markets, manage them patiently, and charge fees for doing so. The
deepest money is not any single brilliant deal; it is the management fee charged, year after year, on
an ever-growing and increasingly permanent pool of capital, a modest percentage of a trillion
dollars collected annually almost regardless of markets. The more assets it gathers, the more fees it
earns, and the more credibility it has to gather still more, a moat that compounds on itself.

The One That Got Away

Selling the Business That Would Dwarf the Parent

In 1988 a young bond trader named Larry Fink came to Blackstone for backing to start a fixed-income
business built around risk management. Blackstone provided the seed capital and took a fifty
percent stake, and the unit grew quickly. In 1994, after a falling-out over equity and direction, the two
sides parted, and Blackstone sold its entire stake for about $240 million; Fink's firm took the name
BlackRock. By the cold arithmetic of hindsight it was one of the most expensive divestitures in the
history of finance, the business Blackstone sold for $240 million grew into the largest asset manager

on the planet, worth a fortune many times the entire value of Blackstone itself. Schwarzman later
called the sale a major regret, the parent had given life to the child that would dwarf it, a live lesson in
how hard it is to know, in the moment, which asset you are holding is the one that will become
priceless.

“ The toll-taker often outlasts and out-earns the gambler. ”

The Legendary Scorecard

Category Score Notes

Schwarzman and Peterson saw alternative assets as a backwater

Founder Vision 9 worth building into a center
Innovation 8 Helped drag prl'votc.a egwty, .cred|t.cmd real estate into the
mainstream of institutional investing
. Four decades of relentless expansion into every corner of
Execution 9 -
alternative assets
Real but not impregnable; the alternative-asset business is
Moat 7 ) - . .
fiercely competitive and increasingly crowded
. . Built a new asset class and a compounding fee machine from
Capital Allocation 9 $400,000
Wealth Creation 9 From $400,000 to the first trillion-dollar alternative asset manager
- Survived the 2008 crash after its IPO and the 2022-23 BREIT
Durability 8

redemption stress
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Helped turn alternative assets from a niche into a pillar of global

Historical Importance 8 )
finance

Capital allocation turned into a business, and the clearest lesson

OverallLegendary 8.5/10 in the power of patient capital

Scores are an editorial verdict on the standard eight-category Greatest Companies scale. The overall is a judgment, not a
weighted average.

Timeline
1985 Stephen Schwarzman and Peter Peterson found Blackstone with $400,000
1987 Blackstone raises its first private equity fund, and the market crashes on Black Monday
1988 Blackstone seeds Larry Fink's bond business, the future BlackRock
1991 Blackstone builds its real estate arm amid the savings-and-loan wreckage
1994 Blackstone sells its stake in the future BlackRock for about $240 million
2007 Blackstone goes public in June, the first major private equity firm to do so, near the market top
2008 The financial crisis sends its shares far below the IPO price
2023 Blackstone becomes the first alternative manager to cross $1 trillion in assets
2025 Blackstone manages roughly $1.2 trillion, the largest alternative asset manager in the world

Lessons — What This Means for You

THE MOVE - Own what others cannot easily trade

Blackstone buys assets, whole companies, vast portfolios of buildings, private loans, that cannot be sold at
the click of a button, and is paid for the patience and lock-up ordinary investors will not tolerate. Look for
the return that lives precisely where liquidity is scarce, where the crowd's need for an easy exit creates an
opportunity for those willing to wait.

THE MONEY - Fees on permanent capital compound quietly

The deepest money at Blackstone is not any single brilliant deal but the management fee charged, year
after year, on an ever-growing and increasingly permanent pool of capital. A modest percentage of a
trillion dollars, collected annually almost regardless of markets, is one of the most powerful compounding
machines in finance. Notice who collects the steady toll, because the toll-taker often outlasts and
out-earns the gambler.

THE MIND - Patient capital is a temperament, not just a fund term

Schwarzman built a firm around money that does not need to move, long lock-ups, multi-year horizons,
and a deep aversion to permanent loss. That is a temperament as much as a structure: the willingness to
be illiquid and patient when the rest of the market is obsessed with daily prices, treating the long horizon
not as a constraint but as the source of the edge.

Related Reading

The bond shop it seeded and sold, which grew to dwarf it: BlackRock: The Company That Owns a Piece of
Everything
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A different capital-allocation machine, compounding inside one company: Berkshire Hathaway: The Dying
Mill That Compounded for Sixty Years
Explore every company: The Greatest Companies series

Read the Full Story
Read the full company story: Blackstone: The $400,000 Bet That Built a Trillion-Dollar Empire

Sources & Further Reading

Stephen A. Schwarzman, What It Takes: Lessons in the Pursuit of Excellence (2019)
Blackstone Inc. annual reports and SEC filings

Greatest Companies (Blackstone chapter), The Complete Trader's Edge

How to cite: van Riet, L. (2026). “Blackstone” — Greatest Companies Research Sheet, v1.0. The Complete Trader's Edge,
completetradersedge.com.

GO DEEPER

Free: take the M:M-M Assessment and explore the full Greatest Companies series and tools at
completetradersedge.com.

Learn the framework behind these lessons in The Complete Trader's Edge — 70 chapters of Mind,
Method and Money.

FROM THE BOOK

@ This company is one of 51in Greatest Companies — every legendary business

COMPANIES read through one lens: Moat, Meltdown, Machine. Eight kinds of moat, from

Forines

Standard Oil to SpaceX.

Get Greatest Companies (Kindle - Paperback - Hardcover) &rarr;
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