























WHEN YOU COVER
ONE IN THREE
AMERICANS YOU
DON'T JUST KNOW
QUALITY CARE

‘Serving more than 100 million
members and collaborating with
'80% of doctors and 90% of
hospitals nationwide gives
Blue Cross and Blue Shield
companies the experience to
‘identify issues, the knowledge
to create solutions and the scale
to implement thsm We are
leading the way with Blue
Distinction’, a designation that
‘recognizes higher-quality care,
and Blue Health Intelligence’,
which shares evidence and insights
‘with those working toward better
healthcare nationwide. Find out
more at bcbs.com

# ) BlucCross BlueShield
G

Leading the future of healthcare



















Royal Bank of Canada

Strength
to move forward.

For over 140 years, we’ve made it our business to focus
on the fundamentals and consistently deliver results.

That’s why RBC is one of the top 10 largest financial institutions
globally, with a market capitalization over USD30 billion and
net income of USD4.4 billion in 2008.

This strength allows us to continue to build our client relationships in
the current market and deliver focused expertise, insightful thinking,
and proven execution, every day.

Now, more than ever, put our strength to work for you.

www.rbc.com/moveforward

Capital Markets — Banking — Wealth Management - Insurance

& The Lion & Globe design and RBC are registered trademarks of Royal Bank of Canada. © Copyright 2009.
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HOW

PRIVATE EQUITY
COULD REVIVE
THEECONOMY

By Peter Carbonara
and Jessica Silver-Greenberg
Photograph by Bill Wadman

Armed with $1 trillion, the Donald B. Marron, founder of the $3 billion private equity

firm Lightyear Capital, has been eyeing financial wreck-

age for more than a year. In early 2008 Marron, the former

dealmaking. That will pump chairman and chief executive of brokerage PaineWebber,

capital into the markets sent teams of analysts to scout out more than 200 strug-

gling U.S. financial firms. So far Marron has made only

one deal, buying a stake in student lender Higher One last

summer. But the 74-year-old art aficionado, whose starkly modern New York office brims with abstract
paintings, says dealmaking will soon pick up dramatically. “We expect this trend to continue,” he says.

While some attention has been paid to the vultures now circling the troubled banking sector, private
equity is beginning to venture out across the economy in search of deals big and small. Glen T. Matsu-
moto, a partner in Swedish buyout shop EQT Partners, is looking for more ways to spend the $1.5 billion
his firm has amassed for infrastructure and energy plays, having picked up Michigan energy company
Midland Cogeneration Venture in March. Brian A. Rich of Catalyst Partners, an upstart buyout shop with
$300 million in assets, recently plowed $5.6 million into Mindbody, a California software company. He's
hoping to invest in more cash-starved technology and media outfits. “We think it’s a great time to put
capital out,” says 48-vyear-old Rich, who ran Toronto Dominion’s U.S. merchant banking arm before start -
ing Catalyst in 2000.

It's been a rough two years for private equity firms, those freewheeling and much-vilified financiers
who buy companies only to sell them later for a profit. The buyout boomthat ended in 2007 wasn't pretty;
many of the deals made at the height of the frenzy have been disasters. Bankruptcy courts are littered with
private equity blunders, including household names Chrysler, Tribune, and Linens 'n Things. Such high -
profile blowups heightened private equity’s reputation as a group of fast-buck artists who are better at
destroying companies than running them.

But a strange thing has happened. While the experts were proclaiming—and maybe even celebrating—
their death, private equity firms were quietly bulking up their war chests and readying themselves for a
new wave of deals. By some measures they're stronger than ever: Firms are sitting on a record $1 trillion
with which to make new purchases, according to research firm Preqgin. “They are showing up at the party
with a wheelbarrow full of cash,” says Donna Hitscherich, a professor at Columbia Business School.

Slowly and deliberately, firms are mobilizing their forces to exploit huge oppor -
EQT's Matsumoto  {yynjties being created by the recession. Some big buyout firms, filling the void cre-
z:::: e"::t:';:"a"d ated by the financial crisis, are acting like traditional investment banks, providing
in March for loans to troubled companies and even advising executives on mergers. Some firms
$650 million are aggressively hiring and firing buyout specialists, turning the cold eye they usually

firms are cranking up their
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WHAT'S NEXT

abuilding’s systems are inefficient but
still fully functional, the owner won't
bother [with a greenupgrade],” says
Sean Patrick Neill, principal of Cycle-7,
aNew York consultancy that focuses on
green-building financing.

BALKING BY BANKS

Such barriers lead to a second problem:
Without a clear way to make money
from energy savings, “banks have found
it difficult to finance big retrofits,” says
Mike Pedersen, group head of corpo-
rate operations at TD Bank Financial
Group. Up front, there’s the catch-22
that banks want to see “track records of
proven savings resulting from the ret -
rofits]” he adds. That’s tough to provide
if the projects can’t get financing. Banks
are also uncomfortable with fuzzy
arrangements, such as lending to an
owner backed by hypothetical savings
drawn from multiple tenants.

A determined landlord can find novel
financing models. New York’s Empire
State Building is trying to cut energy use
by 389 as part of a $500 million planned
rehab. Carrying little debt, its owners

GREEN UPGRADES

In big buildings, energy-saving renovations bring paybacks over time:

LIGHTING Payback
1to3
years

ELECTRIC Payback

MOTORS 1 year

WINDOWS Payback

2.5 years

Sensors that turn off lights in empty rooms can cut
power bills by up to 30%. Simply swapping in more
efficient bulbs can pay for itself in one year.

It takes a lot of energy to pump water and circulate air
to high floors. Switching to motors that automatically
vary their speed saves electricity.

Caulking gaps around old window frames keeps heated
(or chilled) air from leaking. Bigger savings come from

replacing single-pane windows with multipane designs.

Data: Investment Property Forum (U.K.); New York State Energy Research & Development Authority; Business\Week

canuse the building, rather than energy
savings, to back the loan. In Chicago,
Vornado Realty Trusts’ Merchandise
Mart, the world’s largest commercial
building, has paid for eco-improve-
ments from its own ongoing operating
budgets, eking out incremental savings
by updating mechanical systems, win-
dows, and maintenance routines.

And in Toronto, TD Bank works with

owners, tenants, and other banks to
identify and finance retrofits. With the
right market -based solution, “tenants
will see energy cost savings, and owners
can monetize a share of those savings to
finance investment,” says David Pecaut,
a senior partner at Boston Consulting
Group and co-chair of the Greening
Greater Toronto initiative. “Then green
retrofits will take off! 1BW

WE SEE THE FUTURE

DIFFERENTLY.

It’s bright. We have the most fuel-efficient midsize sedan in America: We have the
most fuel-efficient SUV in the world? And we are scheduled to deliver our first production
electric vehicle in the market next year. So yes, these are difficult times, but we're driving
in the right direction.

To see why, please visit thefordstory.com.

The details: 1TEPA-estimated 41 city/36 hwy mpg, Fusion Hybrid. Midsize class per R. L. Polk & Co. 2Unadjusted city fuel economy from
EPA (10/08) and VCA (5/08). EPA-estimated 34 city/31 hwy mpg, FWD. Actual mileage will vary. Excluding vehicles built for Mazda.
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066 TECH&YOU

instead of a fancy solid - state drive that
stores data on flash memory chips.
Hard drives are slower and heavier
than chips, but in return, the dvz packs
320 gigabytes of storage instead of the
128 GB on solid-state drives.

Where HP really saved money is
on the processor. And in doing so, it
opened a new chapter in the long rival -
ry between giant Intel and its dogged
challenger AMD. The Dell Latitude
sports Intel’s ultralow-voltage Core 2
Duo chip, which costs $284 in quanti-
ties of 1,000. The dvz is powered by
AMD’s Athlon Neo chip, which is be-
lieved to go for well under $100 (AMD
doesn’'t disclose its pricing).

Because the AMD chip is a single
processor, it provides less punch than
Intel’s two-core variety. But a com-
puter’s overall performance depends

Where HP cut costs is on the processor.
That has ignited a new battle in the long

war between chipmakers Intel and AMD

on both the main processor and the
graphics processor. Intel integrates
these functions in the microproces-
sor, while AMD compensates by adding
extra graphics technology from its
subsidiary, ATL. In the dvz, this combi-
nation delivers Blu-ray high -definition
movies, something the laptop could not
doif it relied on the processor alone.

The downside is that the processor
and graphics adapter of the dvz draw
significantly more power than an Intel
system, taking a toll on battery life.
The dvz got less than three hours on
acharge—a mediocre showing. And
unlike low-voltage Intel systems that I
have used recently, the dvz got a bit hot
during extended use.

Despite these drawbacks, the dvz
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THREE CLASSES OF LIGHTWEIGHTS

EXECUTIVE ULTRALIGHT

NETEOOK

THINBOOK

12.1 in.-13.3 in.

Display

Intel Core 2 Duo,
ultralow-voltage

Processor

9in.-12 in.

Intel Atom

121 in.

AMD Athlon Neo

Storage Solid-state drive Flash memory to 320 GB hard drive
to 128 GB 16 GB; hard drives
to 160 GB
Weight 31b.~4 Ib. 2 Ib.-3 Ib. 3.81b.
Price $1,500+ $300-$500 $750

Dell Latitude E4200,
Lenovo ThinkPad X301,
Apple MacBook Air

Examples

is still a lot of laptop for the price.

For most people, I think it represents
greater value than any netbook. And
whatever you call this new class of
laptop—suggestions include “thin-
book” and “affordable ultralight” —
there are going to be more of them.
This fall, AMD will
offer a dual-processor
version of its Neo chip
with more efficient
graphics, thus slash-
ing power consump-
tion and heat.

AMD has always
been good at slipping
into any seam Intel leaves exposed,
but the chip giant is ready to strike
back. It is already shipping cheaper
Celeron low-voltage chips in Japan.
And this summer, in time for the back-
to-school season, it will offer a new
line of Consumer Ultra Low Voltage
processors targeted specifically at sub-
$1,000 thin-and-light notebooks.

Then Intel will have to contend with
other challenges, including graphics
chips from Nvidia. In a recent conver-
sation, Nvidia CEO Jen-Hsun Huang
declared: “The $1,000-plus notebook
is over!” The company is jazzing up
netbooks with its Ion platform, which
pairs Intel’s bare-bones $§40 Atom
processor chip with a robust Nvidia
graphics adapter. My prediction is that

Dell Inspiron Mini,
Asus Eee PC, Hewlett-
Packard Mini 1000

Hewlett-Packard
Pavilion dv2

the Ion platform will prove Huang’s
point, leading to even more powerful
executive-class notebooks with racy
graphics, an inexpensive microproces-
sor, and a sub-$1,000 price tag.

The bottom line for mobility-mind-
ed buyers is that the need to choose be-
tween expensive executive ultralights
and cheap but underpowered netbooks
is nearly over. And what looks like
the beginning of heated competition
among chipmakers guarantees that the
new breed of notebooks will get better
and cost less—a happy outcome for
fans of lightweight laptops. 1BW

[T Exchange

Read, save, and add content on BW's
new Web 2.0 topic network

Netbooks from 1 to 10 D
Gadgets blog Crave, from CNET =
UK, surveyed the expanding

universe of netbooks and picked 10
favorites. Asus nabbed the top
three spots with its N10 and Eee
PCs, praised for keyboards, battery
life, and style. Samsung's NC10
picked up fourth place for strengths
in many areas.

To peruse Crave's picks and other
stories, go to hitp://bx.business-
week.com/netbooks/reference/
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