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" IMPORTANT FACTS

\.

(vi-AG-rah) )

(sildenafil citrate) wbles )

(IMPORTANT SAFETY INFORMATION ABOUTVIAGRA
Never take VIAGRA if you take any medicines with nitrates. This
includes nitroglycerin. Your blood pressure could drop quickly. It could
\I'all to an unsafe or life-threatening level. J

(' ABOUT ERECTILE DYSFUNCTION (ED) )

Erectile dysfunction means a man cannot get or keep an erection. Health
problems, injury, or side effects of drugs may cause ED. The cause may
not be known,

\. J
GBOUT VIAGRA )
VIAGRA is used to treat ED in men. When you want to have sex.,
VIAGRA can help you get and keep an erection when you are sexually
excited. You cannot get an erection just by taking the pill. Only your
doctor can prescribe VIAGRA.

VIAGRA does not cure ED.

VIAGRA does not protect you or your partner from STDs (sexually
transmitted diseases) or HIV. You will need to use a condom.
\VIAGRA is not a hormone or an aphrodisiac.

AN

('WHO IS VIAGRA FOR?
Who should take VIAGRA?
Men who have ED and whose heart is healthy enough for sex.
Who should NOT take VIAGRA?
* If you ever take medicines with nitrates:
» Medicines that treat chest pain (angina), such as nitroglycerin
or isosorbide mononitrate or dinitrate

« If you use some street drugs, such as “poppers” (amyl nitrate or
nitrite)

@SSIBLE SIDE EFFECTS OF VIAGRA

Side effects are mostly mild to moderate. They usually go away after

a few hours. Some of these are more likely to happen with higher doses.
The most common side effects are:

* Headache * Feeling flushed
Less common side effects are:

* Trouble telling blue and green apart or seeing a blue tinge on things
+ Eyes being more sensitive to light + Blurred vision

Rarely, a small number of men taking VIAGRA have

reported these serious events:

+ Having an erection that lasts more than 4 hours. If the erection is
not treated right away, long-term loss of potency could occur.

+ Sudden decrease or loss of sight in one or both eyes. We do not
know if these events are caused by VIAGRA and medicines like
it or caused by other factors. They may be caused by conditions
like high blood pressure or diabetes. If you have sudden vision
changes. stop using VIAGRA and all medicines like it. Call your
doctor right away.

+ Sudden decrease or loss of hearing. We do not know if these
events are caused by VIAGRA and medicines like it or caused
by other factors. If you have sudden hearing changes, stop using
VIAGRA and all medicines like it. Call your doctor right away.

« Heart attack, stroke, irregular heartbeats, and death. We do not
know whether these events are caused by VIAGRA or caused by
other factors. Most of these happened in men who already had
heart problems.

+ Upset stomach

\- If you are allergic to anything in the VIAGRA tablet.

_J

/BEFOFIE YOU START VIAGRA \

Tell your doctor if you have or ever had:

+ Heart attack, abnormal heartbeats, or stroke

+ Heart problems, such as heart failure, chest pain, or aortic valve
narrowing

* Low or high blood pressure

* Severe vision loss

+ An eye condition called retinitis pigmentosa

= Kidney or liver problems

+ Blood problems, such as sickle cell anemia or leukemia

* A deformed penis, Peyronie’s disease, or an erection that lasted
more than 4 hours

+ Stomach ulcers or any kind of bleeding problems

Tell your doctor about all your medicines. Include over-the-counter

medicines, vitamins, and herbal products. Tell your doctor if you

take or use:

+ Medicines called alpha-blockers to treat high blood pressure or
prostate problems. Your blood pressure could suddenly get too
low. You could get dizzy or faint. Your doctor may start you on a
lower dose of VIAGRA.

+ Medicines called protease inhibitors for HIV. Your doctor may
prescribe a 25 mg dose. Your doctor may limit VIAGRA to 25
mg in a 48-hour period.

+ Other methods to cause erections. These include pills, injections,

implants, or pumps.

J

If you have any of these problems, stop VIAGRA. Call your doctor
@l away. /

/HOWTO TAKE VIAGRA \

Do:

* Take VIAGRA only the way your doctor tells you, VIAGRA
comes in 25 mg, 50 mg, and 100 mg tablets. Your doctor will tell
you how much to take.

« If you are over 65 or have serious liver or kidney problems, your
doctor may start you at the lowest dose (25 mg).

* Take VIAGRA about 1 hour before you want to have sex.
VIAGRA starts to work in about 30 minutes when you are
sexually excited. VIAGRA lasts up to 4 hours.

Don't:

* Do not take VIAGRA more than once a day.

* Do not take more VIAGRA than your doctor tells you. If you
think you need more VIAGRA, talk with your doctor.

+ Do not start or stop any other medicines before checking with

\ your doctor.

r
NEED MORE INFORMATION?

¢ This is only a summary of important information. Ask your
doctor or pharmacist for complete product information OR
» Go to www.viagra.com or call (888) 4-VIAGRA (484-2472). )
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Uninsured? Need help paying for Pfizer medicine? Pfizer
has programs that can help. Call 1-866-706-2400 or visit
www.PfizerHelpfulAnswers.com.

Pfizer Labs

Division of Pfizer Tne, NY, NY 10017

Rx Only ©2007 Pfizer Inc All rights reserved, Printed in the USA,
VGIF Rev 4 12/07

@
helpful
answers

Distributed by:

Regi d trademarks are the property of their respective owners.

































Royal Bank of Canada

Stability
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 a proven, secure financial institution with
one of the highest senior debt ratings among global banks,
as rated by Moody’s and Standard & Poor’s.

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

Now, more than ever, put our stability 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. Moody’s Aaa and Standard & Poor's AA-.
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pealing: Apligraf, approved in Canada
and Switzerland, was being exported,
creating skilled jobs in Massachusetts.
This was the sort of high-tech product
needed to drive the U.S. economy into
the 21st century.

But there were several big problems, -12
recalls Geoff MacKay, the company’s
current CEO, who repeatedly used the 24
word “cautious” during our interview.
For one, Apligraf cost more to make
than the company could sell it for—
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A BAD NINE YEARS
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ure out how to deliver Apligraf reliably,

since it was shipping a product made out of living cells. “This
is something no one had done before,” says MacKay, who at the
time was working for Novartis, then the marketing partner for
Apligraf. “The way to commercialize this type of technology
was more difficult than initially anticipated”

By 2002 the early enthusiasm for Apligraf had vanished,
along with the money. Novartis pulled out, Organogenesis de-
clared bankruptcey, and jobs were slashed. The company was
not alone: The entire field of tissue engineering was languish-
ing. Shortly after, MacKay took over at Organogenesis with a
clear mandate to straighten out the company’s manufactur-
ing, logistics, and sales, and turn this tarnished product into
amoneymaker.

And that’s what he did. By bringing down costs, “we now
have margins that are pharmaceutical-like,” says MacKay.
Sales of Apligraf are growing at more than 20% per year, the
company is taking over two more buildings on the same street
in Canton, and it has FDA approval to install high-reliability
robots from Japan's Denso, the same supplier Toyota uses, he

says. Employment is expected to climb from 350 jobs to about
600, the company is introducing products, and MacKay is
talking about “cautious globalization.” In other words, Or-
ganogenesis is fulfilling the promise of 1998 —a decade later.

STUMBLING BLOCKS
Now multiply that story ahundredfold and extend it to other
areas. Consider, for example, micromachines—miniaturized
gyroscopes, pumps, levers, or sensors on a silicon chip. Also
known as MEMS (microelectromechanical systems), micro-
machines have been around in one form or another for years,
most notably as the sensors that trigger airbags in cars.
In1998, MEMS suddenly became the “next big thing” Engi-
neers started to see how the devices could be useful in all sorts
of ways that conventional semiconductors were not. For ex-
ample, MEMS, in theory, could be used to make miniature sen-
sors to monitor a hospital patient’s blood at far less cost than
conventional medical equipment. Venture capitalists threw
billionsinto optical MEMS, miniaturized arrays of tiny mirrors

IMPROVED DRUG
DEVELOPMENT

1998 Hopes: Many
scientists believed that
biotechnology would
speed discovery of new
drugs and improve drug
production.

What Followed: Despite
the 2003 sequencing
of the human genome,
drug discovery was
much harder than
envisioned.

Today: Many new
drugs are in the testing
pipeline.

MINIATURIZED
SILICON-BASED
MACHINES (MEMS)

1998 Hopes: That year
venture capitalists
began pouring billions
into MEMS startups,
“the next semiconduc-
tor revolution”

What Followed: Mass
production of micro-
machines was far more
complicated than antici-
pated.

Today: Consumer ap-
plications for MEMS are
expanding, including a
new add-on for the Wii
controller.

SATELLITE-BASED
INTERNET

1998 Hopes: Big money
backed Teledesic, a
space-based Internet
service intended to
have 800-plus satel-
lites in low orbit for fast
response and quick
downloads.

What Followed: Tele-
desic never got off the
ground as low-orbit
broadband systems
turned out to be costly.

Today: Satellite Internet
speeds are slower than
expected 10 years ago,
but the technology is
improving.

SPEECH
TECHNOLOGY

1998 Hopes: IBM

and others pushed
improved speech
recognition as a “killer
app,” allowing people to
interact naturally with
computers.

What Followed: Few
people use speech

for Web browsing or
creating documents, but
it's important in areas
such as call centers and
health care.

Today: Speech-enabled
mobile phone applica-
tions are proliferating.

JUNE 15,2009 | BUSINESSWEEK

TISSUE ENGINEERING

1998 Hopes: Artificial
tissues and organs
seemed imminent
when the FDA approved
Apligraf, a skin substi-
tute made of living cells.

What Followed: Creating
artificial organs proved
challenging. Organo-
genesis, Apligraf's mak-
er, filed for bankruptcy
protection in 2002.

Today: Organogenesis
is out of bankruptcy and
thriving. Tissue engineer-
ing has evolved into the
broader field of regen-
erative medicine, which
includes stem cells.
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designed to run fiber optic networks.
“In 1998 friends of mine started
a MEMS company and asked me if I
wanted to live the semiconductor rev-
olution again,” says Jeff Hilbert, now
president and chief operating officer at
MEMS outfit WiSpry in Irvine, Calif.

SMALL HEALTH GAINS
FOR MIDDLE-AGED AND
YOUNG AMERICANS

ANNUAL PERCENT DECLINE IN DEATH RATE
1_1968-1978 1978-1988 1988-1998 1998-2006

Merck declined 35% between the end
0f 1998 and the end of 2007, after ad-
justing for inflation, while the stock
price of Cisco Systems was down 9%.
Consider another indicator of com-
mercially important innovation: the
trade balance in advanced technology

products. The Census Bureau tracks
AGE 4 imports and exports of goods in 10
AND high-tech areas, including life sci-

“Inaively thought it was a lot closer to o
being commercialized than it was” A :;
whole array of challenges arose when a
it came time to move to mass produc- -4

tion. “We didn’'t know what we didn't 1

I ences, biotech, advanced materials,
and aerospace. In 1998 the U.S. had a

know,” says Hilbert. WiSpry, which

$30 billion trade surplus in these ad-
vanced technology products; by 2007

just closed a $20 million round of ven- G - .

ture funding, is now about to start -3

that had flipped to a $53 billion defi-

AGE 5TO 24

shipping MEMS chips that will go into

cit. Surprisingly, the U.S. was running

cell phones, improving battery life and

a trade deficit in life sciences, an area
where it is supposed to be a leader.

reducing dropped calls. -
And then there is the biotech sector. -2
-3 AGE25TO44 —

The story driving the biotech boom

A more indirect indication of the
lack of innovation lies in the wages of

was both scientifically sound and

college-educated workers. These are

economically compelling: By under- o

the people we would expect to pros-
per in growing, innovative industries

standing DNA and the human genome, -1 :-:-:-!
researchers could develop effective

that need smart, creative employees.

drugs more quickly and easily. Phar-

AGE 45 TO 64

But the numbers tell a different story.

maceutical companies would no lon- ;

From 1998 to 2007, earnings for a U.S.

worker with a bachelor’s degree rose

only 0.4%, adjusted for inflation. And

ger have to rely on serendipity to find a 0
treatment for an illness. Instead, they :;E- =

AGE 65 TO 84

could focus like lasers on the biological -3
mechanisms that were broken or need- -4

young college graduates—who should
be able to take advantage of opportuni-

ed to be shored up. And the benefits of 1
biotech were supposed to stretch into

ties in hot new industries—were hit by
a2.8% real decline in wages.

o
-1
new sources of energy, increased agri- 2 - -

The final clue: the agonizingly slow

cultural production, and better ways to -3

AGE 85 AND OVER

improvement indeathratesby age, de-

clean up environmental problems.
But fixing and improving the human

Data: Centers for Disease Control & Prevention

spite all the money thrown into health-
care research. Yes, advances in health

body turned out to be far more compli-

cated than expected. Even the sequencing of the human ge-
nome —an acclaimed scientific achievement—has not reduced
the cost of developing profitable drugs. One indicator of the
problem’s scope: 2008 was the first year that the U.S. biotech
industry collectively made a profit, according to a recent re-
port by Ernst & Young—and that performance is not expected
toberepeatedin2009.

RED FLAGS

There’s no government-constructed “innovation index” that
would allow us to conclude unambiguously that we've been
experiencing an innovation shortfall. Still, plenty of clues
point in that direction. Start with the stock market. If an in-
novation boom were truly happening, it would likely push up
stock prices for companies in such leading-edge sectors as
pharmaceuticals and information technology.

Instead, the stock index that tracks the pharmaceutical,
biotech, and life sciences companies in the Standard & Poor’s
500 dropped 32% fromtheend of 1998 tothe end of 2007, after
adjusting for inflation. The information technology index fell
20%. To pick out two major companies: The stock price of

BUSINESSWEEK | JUNE 15, 2009

care can affect the quality of life, but
one would expect any big innovation in medical care to result
in a faster decline in the death rate as well.

The official death-rate stats offer a mixed but mostly dis-
appointing picture of how medical innovation has progressed
since 1098, Onthe plus side, Americans 65and over saw a fast-
er decline intheir death rate compared with previous decades.
The bad news: Most age groups under 65 saw a slower fall in
the deathrate (chart). For example, for children ages1to 4, the
death rate fell at a 2.3% annual pace between 1998 and 2006,
compared with a 4% decline in the previous decade. And sur-
prisingly, the death rate for people in the 45-to-54 age group
was slightly higher in2006 thanin19g98.

Each of these statistics has shortcomings as an innova-
tion indicator. The relatively small decline in the death rate
for many age groups could reflect an increase in obesity-
related diseases among the American population rather
than a shortfall in health-care innovation. The import and
export numbers leave out trade in services and innovative
products produced by U.S. companies overseas. And draw-
ing conclusions about innovation from movements in stock
prices is a dicey business at best. But taken together, these



statistics tell a story of weaker-than-expected innovation.

The final piece of evidence is the financial crisis itself. After
the 2001 tech bust, trillions of dollars flowed into the U.S.—
but most of it went into government bonds and housing rather
than into innovative sectors of the economy. While subprime
mortgages boomed, venture capital investments have more or
less stagnated since 2001, with few tech startups going public.
“The U.S.was awash in capital, much of it desperately seeking
a good deal,” says Robert D. Atkinson, president of the Infor-
mation Technology & Innovation Foundation, a nonpartisan
Washington (D.C.) think tank. “If this had truly been an in-
novative period, then a vast array of cutting-edge innovations
and their commercialization would have demanded hundreds
of billions of dollars of capital.”

If the description of the last decade as aninnovation short-
fall turns out to be accurate, that could make a big difference
in how we think about the U.S. economy. For one thing, it
helps explain why the trade deficit skyrocketed. A high-wage
country such asthe U.S. either has to develop innovative prod-

T00 GOOD TO BE TRUE?

IN DEPTH

ucts and services to compete with low-cost countries such as
China or accept alower standard of living. “The competitive
advantage of the U.S. economy has tobe leveraging our science
capacity for economic growth,” says Pisano of Harvard. Fewer
innovative products mean a weaker trade performance.

Aninnovation shortfall might also have weakened the coun-
try’sunderlying productivity growth, whichin turninfluenced
real wages and the ability of consumers to spend without bor-
rowing. Certainly economists on both the left and the right
believe innovation is an essential ingredient for growth. A De-
cember 20006 paper by the Brookings Institution, co-authored
by Peter R. Orszag, now head of the Office of Management &
Budget, observed: “Because the U.S. is at the frontier of mod-
ern technological and scientific advances, sustaining eco-
nomic growth depends substantially on our ability to advance
that frontier”

The flip side: A shortfall in innovation could undercut
growth and incomes, especially over a decade-long period.
True, the economic statistics appear to show decent produc-

These apparently arcane sta-
tistical problems mean that the

real growth of imports has been

U.S. statistics may have overstated productivity—and innovation

significantly underestimated for
goods such as computers that

By Michael Mandel
1.7%. That's the annual reported growth
in real gross domestic output per full-
time worker between 1998 and 2007,
according to government figures. “The
amount that U.S. workers produce has
grown at remarkable rates in recent
years,’ gushed the 2007 Economic Re-
port of the President. These productivity
gains are usually held up as proof that
the U.S. innovation machine has contin-
ued, despite all sorts of obstacles.

But productivity growth may be over-

LESS OF A BOOM

ANNUAL U.5. GROWTH RATE, 1998-2007
GDP

ADJUSTED GDPRf |

*Adjusted for financial bubble and import price problems
“*Adjusted for import price problems, assuming
manufacturing absorbs the full impact

Data: BusinessWeek, Bureau of Economic Analysis

stated, for two reasons. First, the econo-
my was lifted by two financial bubbles in
a row—stock market and credit—leading
to excess growth of finance and real
estate. “The financial sector contributed
substantially to the surge in productivity
growth,' says Martin Baily, a Brookings
Institution productivity expert. “Some of
the financial innovation has turned out
not to generate real benefits!

Second, new research by Emi Naka-
mura and Jon Steinsson of Columbia
University suggests pervasive problems
with the government's import price
statistics. One example: The figures from
the Bureau of Labor Statistics seem to
show the reported price of imported fur-
niture rose by a total of 9% from 1998 to
2007. But how can the import price have
risen over a stretch when the price paid
by consumers fell by 7%? Or take com-
puters. The official stats indicate that the
price of computers to consumers fell at
an average annual rate of 22% per year
from 1998 to 2007. The annual import
price index for computers, however, fell
by just 8%. Similar problems occur for
the measured import prices of consumer
durables, including motor vehicles.

have rapid model changes. And
that in turn distorts the produc-
tivity and growth stats and make them
look a lot better than they really are. (For
an explanation of how the import price
problems affect the official economic
statistics, see businessweek.com/
go/09/growth.)

Adjusting for the finance bubble and
the import price problems may mean that
economywide productivity growth rose by
about 1.3% per year from 1998 to 2007,
rather than the reported 1.7%. Similarly,
real gross domestic product growth falls
to roughly 2.3% annually from 2.7%. (The
exact size of the downgrade depends
on what is assumed about the correct
change in import prices.)

And what about manufacturing?

The official stats seem to show that
U.S. manufacturing output grew at a
2.6% annual pace from 1998 to 2007,
a strangely positive picture considering
how many factory jobs were lost and
how much production was shifted over-
seas. After the adjustments, however, the
growth rate for manufacturing output is
only 0.8% per year. The conclusion: You
can't depend on productivity and output
growth statistics to make a case for in-
novation's strength.

JUNE 15,2009 | BUSINESSWEEK
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WHAT'S NEXT

Chase report says Wal-Mart wants
manufacturers to spend more on
promotions and ads that appear on the
retailer’s in-store TV network. “Failure
to participate could have meaningful
consequences,’ the report concluded.
Paul Boitman, head of the global Wal-
Mart team at Atlanta consumer-prod-
ucts maker Newell Rubbermaid, denies
being asked to spend more, but another
vendor concedes that it's happening.
CMO Quinn insists that “any increase
[in spending] is because there is value
onboth sides.”

EASIER TO COMPLAIN
With fewer items to restock, employ-
ees can, in theory, devote more time
to helping customers. To drive home
what Wal-Mart calls its “fast, friendly,
clean” message, store managers’ bo-
nuses are now based partly on scores of
customer surveys. Until this year, only
profits mattered. The manager’s office
is being moved to the front of the store
from the back, making it easier for cus-
tomers toregister a gripe.

While Wal-Mart reports higher

sales, faster inventory turnover, and
happier shoppers in remodeled stores,
retail experts are divided on whether
it will retain higher-end shoppers. “If
the recession ended tomorrow, they
would lose a lot of them,” says Ryan
Mathews of Black Monk Consult-
ing, which works with retail clients.
“But the longer the recession goes, the
smarter Wal-Mart will be about hold-
ing on to those customers.”
Newcomers such as Sarah E.
Bowman appear to be converts. The
39-year-old legal recruiter, who
makes about $130,000 a year and lives

in Hagerstown, Md., says she used to
have “negative feelings” about the
world’s biggest retailer. In January, to
save money, she began grocery shop-
ping at alocal outlet. She discovered
a dress for her daughter, bathroom
itemns, and even a tungsten wedding
band, for $48, to replace the one lost
by her husband. “He gets compli-
ments on it,” she says, adding she’s
“only told a few people” where it’s
from. Asked where she’ll shop when
the economy rebounds, Bowman re-
plies: “I think I'm going to stick with
Wal-Mart.” 1BW

[T Exchange

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

Wal-Mart's Passage to India

The world's top-selling retailer realized a longtime goal with the opening of its first
store in India on May 30, reports The Times of India. The 50,000-square-foot outlet in

\ g

the state of Punjab is one of at least 15 wholesale stores Wal-Mart plans to open in

the country over the next three years in a joint venture with India's Bharti Enterprises. ‘

To read the story, go to http://bx.businessweek.com/wal-mart/reference/
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GOOD NEWS FROM
AN AMERICAN

CAR COMPANY.

We have the most fuel-efficient midsize sedan in the country! We have the most
fuel-efficient SUV in the world? We have more five-star test ratings than any
company in U.S. history? Our quality ratings are unsurpassed by either Toyota
or Honda* Yes, times are tough. But we are confident about the road ahead.

To see why, please visit thefordstory.com.

The details: 1EPA-estimated 41 city/36 hwy mpg. Midsize class per R. L. Polk & Co. 2Based on unadjusted 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. 35tar ratings are part of the U.5. Department of Transportation’s Safercar.gov
program (www.safercar.gov). Historic totals include all manufacturers' entities. 4Based on cumulative survey data of 'o8 model year competitive owners at 3 months

of service in 3 surveys conducted g/o7 - 5/08.
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Can you élctually
" wash water?

Siemens helps supply millions of people in Singapore with clean water.

With our innovative water-processing technology, Singapore now has a new, eco-friendly source of water. Over 20 million
gallons of used water are purified every day. By 2010 Singapore plans to clean 22.5 percent of all its water this way.
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[TREASURY BONDS |

SAFE HAVEN—

OR RISKY BET?

By Ben Levisohn

N | 007

U.S. Treasury bonds are supposed to be the safe choice,
but recently they’'ve been acting like just another risky as-
set. At the height of the financial crisis, investors raced into
ultrasafe government bonds—in the last three months of
2008 the price of 10-year notes ran up about 16%, sending
yields as low as 29%. Now investors are fleeing Treasuries.
Since December prices have fallen about 10%, and yields are
at 3.67%. Some investors say Treasuries are still overvalued;

others see opportunity in the pullback. I1BW|

FINDING THE
SWEET SPOT

While short-term rates
have remained largely
unchanged, longer

The best place
to find a good
mix of risk and
reward on the
Treasury’s yield
curve may be in
five-year bonds

moved much higher
since the end of 2008

PERCENT YIELD

®DEC. 31,08
, S MAY 29,09 -
BOND MATURITY /

2 / /
1 //
o 1 1 1 1 1 ]
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Data: Bloomberg

BULL CASE Treasuries are primed for a re-
bound. The U.S. economy won't recover soon,
bulls say. But stocks and bonds are priced as
though it will. Near-term inflation isn't an issue, and bad eco-
nomic data or political unrest could renew the safe-haven
appeal of Treasuries. And to keep mortgage rates low, the
Federal Reserve may boost the amount of Treasuries it buys
from $300 billion to $1 trillion.

THE STRATEGY The iShares Barclays 3-7 Year Treasury
Bond Fund, an exchange-traded fund, makes sense for buy-
and-hold investors. Active traders who think Treasury prices
have fallen too far can buy the iShares Barclays 20+ Year
Treasury Bond ETF and sell on a recovery.

BEAR CASE The U.S. government needs to
sell a massive amount of Treasuries—$2 trillion
at last count. When the economy turns, that

flood of cash will lead to inflation, bears figure. With demand
for anything but short-term debt dwindling, the U.S. will have
to raise rates to entice buyers into long-term Treasuries. A
return to the decade-long 4.3% average on the 10-year is
likely—and some even see rates reaching 10%.

THE STRATEGY For buy-and-hold investors, the advice

is: Stay away. Those with a trading mentality can short the
iShares Barclays 20+ Year Treasury Bond ETF. Two other
ETFs can double a short bet: the ProShares UltraShort 7-10
Year Treasury and the UltraShort 20+ Year Treasury funds.

TURBULENT TREASURIES

The rise in rates could signal economic recovery—or runaway inflation

PERCENT
4.5

Ten-year yields
have jumped
more than 75%

4.0

since the start
of this year

35

10-YEAR TREASURY NOTE YIELD
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25
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Data: Bloomberg
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version on the Pre is only a seven-day
trial. After that, customers must ar-
range to buy it from MotionApps.

Palm’s built-in software is a mixed
bag. The WebOS operating system lets
multiple programs run at once, some-
thing the iPhone doesn't permit. And
unlike the Android-based T-Mobile
G1, whose battery drains after a couple
of hours if you leave Google Maps
running in the background, Palm has
figured out how to manage power
for multiple apps. The Web browser,
built on the same basic code used
by the iPhone and Android, works
well, although it leaves you wishing
the screen, which is 3.1inches to the
iPhone’s 3.5, were just a bit bigger.

If you start typing on the home
screen or many other windows, the
Pre will begin a search that looks first
in contacts, then on the Web—an idea
seemingly inspired by Android. But
there is no way to search the calendar
or e-mail, a gaping deficiency.

One unique feature of the Pre is its
ability to create a unified contact list
and calendar from multiple sources,
including Microsoft Outlook, the old
Palm Desktop, and Web services such
as Gmail and Google Calendar.

When it comes to e-mail, I suspect
many corporate users will rely on the
Microsoft Exchange service, which

AGAINST THE iPHONE

all free

MODEL PALM PRE

Availability U.S. only, Sprint exclusive

Battery Removable

Display 3.1 in. multitouch

Keyboard Slide down, usable in vertical
mode only

Storage 8 GB

Apps Fewer than 20 (as of June 1),

HOW THE NEW PALM MEASURES UP

APPLE iPHONE 3G

Most major countries
(AT&T exclusive in U.S.)

Fixed
3.5 in. multitouch

Horizontal and vertical onscreen

8 GB or 16 GB

Thousands, free and for sale

works fine provided your company
uses delivery software called Active-
Sync Direct Push. Palm makes it
easy for you to set up other e-mail
accounts at the same time. But with
such a tiny keyboard, it’s tedious to
enter anything but very short mes-
sages, and it's unnecessarily difficult
toread some types of messages be-
cause you can’t use the mail program
in horizontal mode.

The Pre does well with both music
and video. It’s got a good music player,
and when you are connected to Wi-Fi
you can buy songs from Amazon.com’s

[T Exchange

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

A Lot Riding on Pre

Palm, its lead investor Elevation Partners, and Sprint have all laid down huge bets

@

that the Pre can revive the sinking fortunes of both Palm and Sprint. Failure

probably would mean the end of the line for Palm and a huge loss for Elevation, whose
principals include venture capital legend Roger McNamee and rock star Bono.
MarketWatch's Dan Gallagher lays out what the players have at stake in his analysis.

To read this and related stories, go to hitp://bx.businessweek.com/palm-inc/

reference/

BUSINESSWEEK | JUNE 15, 2009

MP3 store (downloads over the Sprint
network are not allowed). When con-
nected to a Mac or PC, the Pre can also
sync with your iTunes music library.
But the device cannot download pod-
casts directly—you need to sync with
iTunes, at which point the podcasts get
mixed in with your songs. There's
abuilt-in YouTube player that runs
well, but like other smartphones, the
Pre cannot handle the full-power
Adobe Flash video used on sites such
as Hulu.com,

It is easy to forget that when the
iPhone launched, it also had software
and hardware issues. The difference
is that Apple was effectively pioneer-
ing a new market, so it had plenty of
time to get the formula right. Palm, a
struggling company going up against
surprisingly strong competition,
faces a vastly more difficult chal-
lenge. I am pulling for the Pre, but I
wouldn't want to bet my iPhone on its
success. |BW

BUSINESSWEEK.COM |

For past columns and online-only
reviews, go to businessweek.com/go/techmaven
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FEEDBACK

How to reach BusinessWeek

LETTERS FOR FEEDBACK

We prefer to receive letters via
e-mail, without attachments. Writers
should disclose any connection or

HEALTH CARE
THE PRICE OF REFORM

relationship with the subject of their

comments. All letters must include
an address and daytime and eve-
ning phone numbers, We reserve
the right to edit letters for clarity
and space and to use them in all

electronic and print editions. E-mail:
bwreader@businessweek.com
Fax: (212) 512-6458

BUSINESSWEEK.COM
The full texts of BusinessWeek

In “Someone Must Pay for Health Reform” (News, June 1), I argued that

universal health insurance in the U.S. could be funded only by raising taxes,
lowering payments to providers, or rationing care. Many readers charged me with
ignoring a single-payer solution. My response: That, too, comes at a price—not

just higher taxes, most likely, but also the loss of some 2 million insurance indus-

try jobs. There is no free lunch and no free health-care reform. —Catherine Arnst

Ibeg to differ with your
assessment that there are
only three options. Move
to a single-payer sys-

tem, eliminate insurance
company profits and high
overhead costs, and we can
cover the almost 50 million
uninsured Americans. For
most people, not paying
insurance premiums would
more than compensate for
slightly increased taxes.
And not providing health
coverage will be good for
American businesses. It's

a huge money drain. Under
single-payer, companies
will be able to withdraw
from this cost spiral and
focus on what they do best.

Jennifer Dunkle
FORT COLLINS, COLO.

When I'm paying $600 a
month for coverage, that’s
atax.lhave never met a
Canadian or European who
would trade their health
insurance.

Screen name: Joanne

The concentration of health
care into giant organiza-

BUSINESSWEEK | JUNE 15, 2009

tions is a major part of the
problem, just as it isin
banking. ... We need to start
by making Medicare the
basic payment system, with
private insurance for things
like bypass surgery and ex-
pensive cancer treatments.
Screen name: Sam

The article misses the
elephant in the room: tort
reform. Fear of litiga-

tion leads to “defensive
medicine” —expensive tests
and procedures that do not
benefit patients but are used
simply to shield medical
professionals from lawsuits.

Amy Chai
ELLICOTT CITY, MD.

CORPORATE GOVERNANCE

shareholder voting trends?
While a vote to sepa-
rate board and corporate
leadership positions may
sometimes reflect disap-
pointment in a specific
chairman, it is primarily
avote for more balanced
corporate governance.

Gisela Moriarty
PACIFIC PALISADES, CALIF.

SOCIAL MEDIA

BRACE YOURSELF FOR
MORE ADVERTISING

A BALANCE OF POWER
AT BANK OF AMERICA

It's disturbing that Bank of
America CEO Ken Lewis
considers the loss of his
board chairmanship a
“humbling experience”
(“Can Ken Lewis Keep His
Job?" News, June 1). Is he
paying any attention to

The distressing outcome

of the data-mining efforts
described in “What Isa
Friend Worth?” (Special Re-
port, June 1) is that we will
all have more ads crammed
down our throats.

Rick Cunnington
ORO VALLEY, ARIZ.

So we are now “subjects of
lab study,” and our privacy
does not exist anymore, just
to feed the growing greed

of some few marketers and
companies. ... Very interest -
ing world we are building.
Screen name: Jose

and BusinessWeek Top News,

as well as BusinessWeek archives
starting in 1991, are available on
the Web at businessweek.com
and on America Online at
keyword BW

BUSINESS PhDs

THE BEST TEACHERS HAVE
BEEN THERE, DONE THAT

“The Doctorate Is In” (BTW,
June 1) succinctly explains
what’s wrong with our col-
leges and universities.

When will academia learn
that people’s accomplish-
ments can make them more
valuable teachers than a
piece of paper can?

Robert Cole
BRONXVILLE, N.Y.

CORRECTIONS &
CLARIFICATIONS

Credit for the concept of the
June 1 cover image (“What's
a Friend Worth?") was
inadvertently omitted. The
illustration was inspired by
digital characters created by
Habbo.com.

A BusinessExchange link
accompanying “Can Ken
Lewis Keep His Job?" (News,
June 1) misidentified the firm
that conducted a study of CEO
turnover in 2008. It was Booz &
Co., not Booz Allen Hamilton.

“These Angels Go Where Oth-
ers Fear to Tread" (The Future
of Tech, June 1) stated that the
board of Knewton, an online
education startup, “has already
approved two partnerships,
including one deal to license
its technology to rival Kaplan!
While the board did grant its
approval for such a venture,
Kaplan has no business part-
nership with Knewton.

“A Royal Headache at Burger
King” (Marketing, May 25)
incorrectly described Burger
King's plans to reallocate
marketing funds that had been
going to franchisees. Those
funds will go to U.S. and local
marketing campaigns, not to
global marketing.
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