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Q4 2020 

Letter to Shareholders 
 

Overview  
We ended the year with the best quarter on record. Given the environment and the extraordinary year, that says 
a lot for our business. Despite the turmoil and disruption, our investment strategies and the strength of our capital 
structure showed through. Results in our asset management business were very strong, with FFO up close to 
20% over the previous year. Total FFO for the year of $5.2 billion was also a record, with realizations in the fourth 
quarter adding to results. On a go-forward basis, annualized asset management revenues including carry are now 
running at $6.5 billion, and with our next round of fundraising for our private flagship funds just beginning, the 
franchise is poised for growth. 

We have also launched four new strategies, and while none of these are expected to be significant contributors 
to our results in the short term, they should all be meaningful in the longer term. These include investing in 
LP secondaries, the energy transition to net-zero carbon, technology and reinsurance.  

With respect to reinsurance, as recently announced, we plan to distribute to you a new share of Brookfield 
Reinsurance as a special dividend. This share will be paired with BAM shares to enable us to efficiently operate 
this business, and it should be attractive to some of you to hold.  

Post year end, we launched a tender offer to take our property company private. We did this as most property 
securities trade poorly in the market, despite the underlying real estate being valuable. Taking it private will offer 
us greater flexibility in managing assets, and by paying our co-owners of BPY an attractive price, which they can 
elect to receive in a combination of cash, preferred shares with a coupon commensurate with current yields, or 
BAM shares for continued upside in the stock market, we believe it is best for all concerned.  

BAM Stock Market Performance was Good, All Things Considered  
As an indication of returns that can be generated for investors, below is our latest tabulation of annualized 
compound investment returns over the past 30 years. For reference, $1,000 invested 30 years ago in Brookfield 
Asset Management is today worth $86,000. Some years have been fantastic, some were like 2020; but as 
demonstrated in this table, compounding reasonable returns over long periods of time is an incredible miracle of 
finance. 

Compound Investment Performance 

Years 
$1,000 Invested  

in Brookfield Brookfield NYSE S&P 500 
10-Year U.S. 
Treasuries 

1  $    1,090 9% 18% 10% 
5 $    2,200 17% 15% 5% 
10  $    3,400 13% 14% 5% 
20  $  32,500 19% 8% 5% 
30 $  86,000 16% 11% 4% 

The returns earned by a company are the reflection of many factors, but over the longer term they are the result 
of the combination of a good strategic plan and relentless execution of that plan. Only in the longer term is it 
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possible to look back at both strategy and execution, which if done well, tends to also compound over time. 
Furthermore, we believe the intrinsic value of a Brookfield share today is greater than the share price; this gives 
us a large margin of safety in our efforts to record reasonable returns over the longer term. 

The Market Environment was Unforgettable 
Much has been said about 2020, and it surely was one of the most unusual years in memory. GDP in every 
country dropped precipitously, stock markets plummeted then recovered, central banks collapsed interest rates 
to zero, and money with little risk became virtually free. Many businesses were shut down, most worked from 
home, people were afraid, plane travel declined 98%, Brexit happened, and a new U.S. president was elected. 

As the year turns over to 2021, markets are strong, borrowing costs are low, money is available to well capitalized 
borrowers, stock price multiples for many businesses are extremely high, and pharma companies have come 
through in amazing time with vaccines that are now being distributed. Our expectation is that economies will 
regularize as the at-risk populations are vaccinated, and as the death and hospitalization numbers decline. This 
is starting to happen now—albeit unevenly—and as governments and people get comfortable enough to resume 
a more normal life, we expect we will see a strong recovery in economic numbers starting now and into 2022. 

With no meaningful inflation on the horizon and high unemployment numbers, there is an expectation that interest 
rates will stay low and that stocks that were not bolstered by the pandemic trade will recover. Other good 
companies that have elevated multiples either will be proven to deserve them, or their securities may trade 
sideways for a time, until their results catch up with their share prices. 

Our operations are highly geared to the economic recovery. As a result, we should be able to grow the value of 
our businesses coming out of this recession while hopefully narrowing the gap between the intrinsic value and 
the trading price of a Brookfield share. Like most businesses, we are pleased to see 2020 behind us, and we look 
forward to 2021/2022. 

Our Business was Strong, Despite Headwinds 
During the fourth quarter, we generated a record $2.1 billion of FFO, an increase of 75% over the same period in 
2019. Full year FFO was $5.2 billion, showcasing the resiliency of our underlying businesses. This is even more 
remarkable, as up to 20% of our businesses were shut for months during the year and some are still recovering. 
This should mean that as the global recovery takes hold, our results will get even stronger. All of this led to record 
total cash available to shareholders for distribution and/or reinvestment (CAFDR) of $3.1 billion or $2.01 per share 
in 2020. 

AS AT AND FOR THE 12 MONTHS ENDED  
DEC 31 (MILLIONS, EXCEPT PER SHARE AMOUNTS) 2016 2017 2018 2019 2020 CAGR 

Cash available (CAFDR) – Per share $     1.36 $     1.39 $     1.61 $     1.75 $     2.01 10% 
  – Total 1,994 2,041 2,358 2,602 3,103 12% 

Fee-related earnings (before performance fees) 712 754 851 1,201 1,428 19% 

Gross annual run rate of fees plus target carry 2,031 2,475 2,975 5,781 6,472 34% 

Total assets under management 239,825 283,141 354,736 544,896 601,983 26% 
 
Asset Management Performance was Good and is Getting Better  

Our asset management franchise had a strong year in 2020. We increased total assets under management to 
$600 billion and fee bearing capital to $312 billion. Annualized fee-related earnings and target carried interest are 
now $6.5 billion on an annualized basis. 

In total, we raised approximately $42 billion across our private fund strategies. This included capital for some of 
our flagship funds, and we also made great progress in raising capital for our perpetual core private fund offerings. 



Q4 2020 Letter to Shareholders Brookfield Asset Management Inc. 3 
 

We now have approximately 20 different return strategies across our five main investment verticals that span 
senior debt to opportunistic equity. These included $13 billion of commitments for our latest distressed debt fund 
and $9 billion for perpetual core strategies. We also held a final close on our second infrastructure debt fund of 
$2.7 billion. 

Despite the challenges of 2020, we generated approximately $1.2 billion of carried interest during the year and 
now have $4.7 billion of accrued unrealized carried interest on capital that has been invested. The benefits of the 
focus our funds have on critical service assets with contracted, leased or regulated cash flows were also 
highlighted in 2020, with valuations holding, and in some cases even increasing as a result of their income 
durability. We have re-initiated asset sales that had been delayed earlier in 2020, and demand for these assets 
has been strong. We recently announced a number of sales that we expect to close in the coming months; if they 
close as expected, 2021 should be another strong year.  

At our Investor Day, we laid out our plans for the next round of flagship fundraising, with a target of $100 billion. 
Our flagship credit fund is off to a great start. We recently launched both our fourth flagship real estate fund and 
our new Global Transition Fund, which is focused on decarbonizing the global energy grid. 

Operations were Resilient  

Our renewable power operations continued to deliver strong results in 2020, supported by a globally diversified 
asset base and long-dated, take-or-pay power contracts. During the year, BEP completed the privatization of 
TerraForm Power, and we recently announced the acquisition of a distributed generation platform in the U.S. 
Combined, these scale operations in solar, wind, hydro, storage and distributed generation position us well to 
participate in the decarbonization of the world’s energy supply. 

Our infrastructure businesses were extremely durable during the year. With 95% of the cash flows backed by 
regulated or contracted revenue streams stemming from critical infrastructure assets, earnings were largely 
unimpacted by the economic shutdown. We continued to expand our investment in data infrastructure, which is 
in a multi-year growth trend. We acquired a portfolio of 137,000 communication towers in India, which will 
capitalize on the rollout of 5G and other future technologies. We are also well positioned to participate in the global 
infrastructure investment and privatizations that are likely to follow as a result of both the sizeable debt that 
governments have taken on in recent months and their need to stimulate their economies.  

Within our real estate business, most of our assets performed well in 2020. Our office portfolio is largely backed 
by long-dated leases to high-quality tenants, and rent collection was only marginally impacted. While our retail 
and hospitality assets faced challenges, in those markets where governments began slowly lifting restrictions, we 
have seen a steady rebound in performance. Foot traffic and sales per customer have increased significantly in 
our U.S. mall portfolio, and forward bookings for our hospitality assets are slowly recovering. During the year, we 
closed on the sale of a London office property, sold our U.S. self-storage business, and also disposed of a life 
sciences office portfolio—each well above both its acquisition cost and IFRS value.  

Our private equity operations continued to grow, and we made a number of acquisitions, including a leading non-
bank financial corporation specialized in commercial vehicle lending in India, and an Asia-based technology 
services platform focused on customer management services. We also announced the privatization of Canada’s 
leading mortgage insurer, and the merger of Norbord into West Fraser. We now own approximately 20% of this 
combined entity, which is the pre-eminent forest products business in North America.  

Our credit platform delivered strong results in 2021. We were able to deploy $22 billion during the year, capitalizing 
on the March/April market dislocation, and other opportunities. We expect further opportunities to arise as 
government stimulus rolls off and companies need to recapitalize. The final close of our distressed debt fund is 
likely to take place in the first half of this year; it already is the largest distressed debt fund we have raised.  
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Privatizing our Property Business  
In early January, we announced a proposal to acquire the balance of BPY that we do not already own. The simple 
story is that while the assets are exceptional and the tangible value is higher than the share price, property 
securities show no signs of trading near their intrinsic value. As a result, we believe our BPY partners will realize 
value far more quickly with the deal we are offering them.  

Over the years, we have worked hard to execute our property business plans, with great success, but 
unfortunately the public markets have consistently struggled to appropriately value its assets. This is not unique 
to BPY; many property company securities have struggled to trade at NAV for years. In fact, we have taken private 
numerous real estate companies in our private funds for this very reason.  

It has been evident to us for some time now that this portfolio and our approach to creating value are not well 
suited to the current public markets. To be clear, our view of the value of the portfolio has not changed. This is 
simply a classic example of assets not being what public market investors currently wish to invest into.  

Privatizing the company will give us flexibility to realize the true value of the portfolio in the longer term by 
re-developing some assets, constructing new ones, selling some assets outright, and using various assets to 
create or grow perpetual, private, core real estate funds. The conviction we have in the latter has been enhanced 
by our recent success with our series of perpetual private real estate funds that we now have in North America, 
Europe and Australia.  

Although the immediate impact of the transaction will be an increase to the size of our balance sheet, this will 
quickly reverse, and we expect that over the next five years we will end up with fewer real estate assets than we 
have today—because of this transaction and the flexibility it will offer us. In time, we will also re-create the fee 
streams in the private markets, benefiting our clients who have a desire to own this highest quality real estate. 

The Next Beginning has Already Begun 
We are onto the next beginning for Brookfield. With all our funds performing well during last year, our balance 
sheets in extremely good financial shape, and our alternative investment management franchise now one of the 
pre-eminent businesses around the world, we are onto the next phase of growth for Brookfield. We have widened 
the moat of our business globally and continue to add new products for our clients. With interest rates low, 
alternatives are the investment category that offers an attractive return for our clients, and we are innovating to 
provide them with new products. 

We are also scaling up the size of our large flagship funds. Their size differentiates us and therefore enhances 
our returns. In addition, our clients are looking for income replacement with less volatility, and we are continuing 
to add perpetual core-plus products to our platform. 

New areas of focus for us are investing in the transition of the economy to net-zero carbon emissions; reinsurance; 
technology investing, where we are moving from venture into full-scale technology private equity investing; and 
LP secondaries, where our clients are increasingly looking for scale managers. Each of these areas has the 
potential to provide a meaningful opportunity for our clients and for our business. 

Climate Transition to Net Zero is Real and Accelerating 
As we have noted for many years, overall, Brookfield is already net negative on scope 1 and 2 across our entire 
$600 billion of assets under management on an avoided emissions basis. We believe we are similarly net-zero 
carbon on a scope 3 basis and are now measuring the scope 3 emissions of our portfolio companies in detail. 
Having transformed our own business from a very intensive generator of carbon decades ago to net-zero carbon 
today, we believe we are well positioned to assist others with this change.  

With decades of expertise and the access to capital that we possess, we plan to raise capital from our clients to 
assist other companies in moving to net-zero carbon. We are committing over $2 billion of our own capital to our 
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Global Transition Fund and will be investing that alongside institutional clients who are like-minded in their goals. 
We believe this represents a unique opportunity to create a new asset class while addressing one of society’s 
current greatest needs. 

We believe the world is at the beginning of a 30-year movement to net-zero carbon. This transition will affect 
virtually every business in every country. China, currently one of the largest generators of electricity from coal, 
has recently committed to being net-zero carbon across its entire economy before 2060. The new U.S. 
administration has committed to clean energy by 2035, and the EU, the U.K. and Canada are all accelerating their 
energy transitions. There is now no disputing that the world overall is moving from fossil fuels to lower carbon 
energy—renewables, nuclear energy and potentially hydrogen.  

Within the envelope of net-zero carbon, we will continue to own and operate certain essential infrastructure assets 
globally that transport fuel. We believe that natural gas will play an important role in this energy transition, 
particularly in Asia, and potentially serve as a bridge to hydrogen. Rest assured, when we acquire these assets, 
we will be laser focused on the duration of cash flows, and we will operate them with their contributions to the 
transition to net-zero carbon in mind and with plans to ensure they continuously do better. We believe the 
operating experience we have gained in transitioning from carbon-intensive to net-zero carbon ourselves will 
make us better owners of many of these assets. 

Our Global Transition Fund is focused on the buildout of new renewables globally, as well as the operations 
surrounding investment by businesses to accelerate the transition to net-zero carbon. There are many companies 
that will have the capital and skills to do this themselves. Equally, there will be many that need our operating 
expertise and access to capital to achieve their goals. This is the objective of our new fund, and we are excited 
about what it can accomplish. 

A Few Themes are Driving our Investing in 2021/2022 
We invest in all of our businesses to maintain and grow them, but we seek to deploy the most capital in businesses 
or regions at opportunistic points in time when the opportunity to create greater incremental value exists. This 
changes constantly, but simply stated, we try to stay away from fairly valued markets and invest where capital is 
in short supply. 

Our investing is also driven by themes that generally cross all of our funds and are longer term in nature. The 
themes that we believe are relevant for our business today are as follows: 

• Low interest rates will continue to drive demand for alternative investments. Interest rates appear to be 
set to stay in a lowish band for several years. As a result, alternatives are very attractive to investors. 
This provides an exceptional backdrop for our overall business. 

• Renewable energy is growing. The global electricity make-up is currently 25% from renewable sources, 
and this is set to grow to 50% or more over the next 30 years. The investment required to accomplish this 
is in the tens of trillions of dollars.  

• Technology is affecting all business, as it always has. The difference today is the pace of change, which 
brings with it great opportunity, but also risk. We are embracing this. 

• Alternative credit is here to stay. Capital from institutions and reinsurers will increasingly drive the credit 
markets. Alternative managers have the opportunity to scale up credit as a fixed income replacement for 
institutional investors. 

• Most real estate withstood the dramatic shutdowns in 2020, and while some property will be used in new 
ways in the future, there will be no major paradigm shift. Great real estate in great cities will continue to 
be just that. This will become evident once the global economy recovers. 
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• Many businesses and governments require capital. While businesses have survived thus far by borrowing 
heavily, they now need equity. As a result, there will be attractive opportunities to invest in businesses, 
and to acquire infrastructure from governments. 

Please Remember That You Own a Piece of Our Business 
Lastly, we encourage you to focus on our business, not the share price. If there was ever a year to emphasize 
this point, it was 2020. Consider that the Price of BAM in US$ on a split adjusted basis, started the year at $38.58 
and ended the year at $41.27. With a dividend of 1.25%, you earned a respectable 8% on your investment based 
on the share price. Except, given the extremes in the market seen in 2020, and depending on when you looked 
at the Price, you might have concluded that you had gained 18% if you looked in February, or a month later that 
you were down 44% when our shares traded at $21.57 in March. This is the behavior of Price; but not Value. 

In the short run, Price is a function of supply and demand at any point in time, which is often influenced by the 
news of the day, short-term results, and the investor view of macro events that often have nothing to do with the 
company. This has always been true, and is even more so today with the emergence of ETFs, indexing, social 
media, the 24-hour news cycle and all the information bombarding investors. Value, on the other hand, is the net 
present value of future cash flows based on assumptions for growth, discounted back to the present at an 
appropriate interest rate. The Price of a publicly traded security is very often not the Value of it; sometimes it is 
higher, and sometimes lower. From time to time they can converge—but not that often. 

The Value of Brookfield based on our published plan value metrics was $57 at the start of 2020 and $66 at the 
end. After accounting for the dividend, your Value increased 17% over the year. This was very respectable, 
especially given the environment, and it included write-downs from some businesses that got hit in the short term 
with the shutdowns. 

If we were a private company, we would simply report our Value calculation and the metrics behind it. You would 
likely have been thrilled with 2020. We actually were. On the other hand, the movement of Price often distracts 
investors from focusing on the Value of a business. We encourage you to focus on Value and try to not be 
distracted by Price. 

Closing 
We remain committed to being a world-class asset manager, and to investing capital for you and the rest of our 
investment partners in high-quality assets that earn solid cash returns on equity, while emphasizing downside 
protection for the capital employed. The primary objective of the company continues to be to generate increasing 
cash flows on a per-share basis, and as a result, higher intrinsic value per share over the longer term. 

And do not hesitate to contact any of us should you have suggestions, questions, comments or ideas you wish to 
share. 

Sincerely, 

 
Bruce Flatt 
Chief Executive Officer 

February 11, 2021  



Q4 2020 Letter to Shareholders Brookfield Asset Management Inc. 7 
 

Cautionary Statement Regarding Forward-Looking Statements and Information 

All references to “$” or “Dollars” are to U.S. Dollars. This letter to shareholders contains “forward-looking information” within the meaning of 
Canadian provincial securities laws and “forward-looking statements” within the meaning of Section 27A of the U.S. Securities Act of 1933, 
as amended, Section 21E of the U.S. Securities Exchange Act of 1934, as amended, “safe harbor” provisions of the United States Private 
Securities Litigation Reform Act of 1995 and in any applicable Canadian securities regulations. Forward-looking statements include statements 
that are predictive in nature, depend upon or refer to future events or conditions, include statements which reflect management’s expectations 
regarding the operations, business, financial condition, expected financial results, performance, prospects, opportunities, priorities, targets, 
goals, ongoing objectives, strategies and outlook of Brookfield Asset Management Inc. and its subsidiaries, as well as the outlook for North 
American and international economies for the current fiscal year and subsequent periods, and include words such as “expects,” “anticipates,” 
“plans,” “believes,” “estimates,” “seeks,” “intends,” “targets,” “projects,” “forecasts” or negative versions thereof and other similar expressions, 
or future or conditional verbs such as “may,” “will,” “should,” “would” and “could.” In particular, the forward-looking statements contained in this 
letter include statements referring to the impact of current market or economic conditions on our businesses, the future state of the economy 
or securities market, the expected future trading price of our shares or financial results, the results of future fundraising efforts, the expected 
growth, size or performance of future or existing strategies, future investment opportunities, or the results of future asset sales. In addition, 
forward-looking statements contained in this letter include statements regarding the privatization of our property business, including the impact 
such privatization may have on our business and the actions we may take following such privatization. References in this letter to the “Value” 
of our shares are forward-looking statements.  Additional detail regarding how we measure the Value of our shares can be found on page 5 
of our Q4 2020 Supplemental Information which can be accessed here: https://bam.brookfield.com/reports-and-filings/financial-
reports/supplemental-information. 

Although we believe that our anticipated future results, performance or achievements expressed or implied by the forward-looking statements 
and information are based upon reasonable assumptions and expectations, the reader should not place undue reliance on forward-looking 
statements and information because they involve known and unknown risks, uncertainties and other factors, many of which are beyond our 
control, including the ongoing and developing COVID-19 pandemic and the global economic shutdown, which may cause the actual results, 
performance or achievements of Brookfield Asset Management Inc. to differ materially from anticipated future results, performance or 
achievement expressed or implied by such forward-looking statements and information. 

Factors that could cause actual results to differ materially from those contemplated or implied by forward-looking statements include, but are 
not limited to: (i) investment returns that are lower than target; (ii) the impact or unanticipated impact of general economic, political and market 
factors in the countries in which we do business including as a result of Covid-19 and the related global economic shutdown; (iii) the behavior 
of financial markets, including fluctuations in interest and foreign exchange rates; (iv) global equity and capital markets and the availability of 
equity and debt financing and refinancing within these markets; (v) strategic actions including dispositions; the ability to complete and 
effectively integrate acquisitions into existing operations and the ability to attain expected benefits; (vi) changes in accounting policies and 
methods used to report financial condition (including uncertainties associated with critical accounting assumptions and estimates); (vii) the 
ability to appropriately manage human capital; (viii) the effect of applying future accounting changes; (ix) business competition; (x) operational 
and reputational risks; (xi) technological change; (xii) changes in government regulation and legislation within the countries in which we 
operate; (xiii) governmental investigations; (xiv) litigation; (xv) changes in tax laws; (xvi) ability to collect amounts owed; (xvii) catastrophic 
events, such as earthquakes, hurricanes and epidemics/pandemics; (xviii) the possible impact of international conflicts and other 
developments including terrorist acts and cyberterrorism; (xix) the introduction, withdrawal, success and timing of business initiatives and 
strategies; (xx) the failure of effective disclosure controls and procedures and internal controls over financial reporting and other risks; 
(xxi) health, safety and environmental risks; (xxii) the maintenance of adequate insurance coverage;(xxiii) the existence of information barriers 
between certain businesses within our asset management operations; (xxiv)  risks specific to our business segments including our real estate, 
renewable power, infrastructure, private equity, credit, and residential development activities; and (xxv) and factors detailed from time to time 
in our documents filed with the securities regulators in Canada and the United States.  

We caution that the foregoing list of important factors that may affect future results is not exhaustive and other factors could also adversely 
affect its results. Investors and other readers are urged to consider the foregoing risks, as well as other uncertainties, factors and assumptions 
carefully in evaluating the forward-looking information and are cautioned not to place undue reliance on such forward-looking information.  

Expect where otherwise indicated, the information provided herein is based on matters as they exist as of the date hereof and not as of any 
future date. Unless required by law, we undertake no obligation to publicly update or otherwise revise any such information, whether written 
or oral, to reflect information that subsequently becomes available or circumstances existing or changes occurring after the date hereof.  

Past performance is not indicative nor a guarantee of future results. There can be no assurance that comparable results will be achieved in 
the future, that future investments will be similar to the historic investments discussed herein (because of economic conditions, the availability 
of investment opportunities or otherwise), that targeted returns, diversification or asset allocations will be met or that an investment strategy 
or investment objectives will be achieved. 

Certain of the information contained herein is based on or derived from information provided by independent third-party sources. While 
Brookfield believes that such information is accurate as of the date it was produced and that the sources from which such information has 
been obtained are reliable, Brookfield makes no representation or warranty, express or implied, with respect to the accuracy, reasonableness 
or completeness of any of the information or the assumptions on which such information is based, contained herein, including but not limited 
to, information obtained from third parties. 
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