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Country Percentage
Sweden 1195
United Kingdom 1033
Netherlands 1027
Denmark 0751
Belgium 0641
United States 05663
France 0635
Finland 0605
Furope 0571
Norway. 0543
Hungary 0457
Germany 0437
Switzerland 0421
Spain 0403
Romania 0389
Austria 0314
Ireland 0.300
Poland 0.243
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Pension Invested | % of Assets | Committed and
(billions) | Invested | Not Invested
(billions)

TIAA-CREF (teachers, |$6.1 5% S50

medical)

“California Public 5231 122% 5239

iployees Retirement
lorida State Board of | NA| NA $9.0

Administration
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Maax Corp. | 2005
(e, spas,

and showers),
Lachine,

Quebec,

Canada

Nellson 2004
Nutracentical

(diet bars

and shakes).

Irwindale,
cA

$110m

1$100m

w
Childs,
Borealis
Capital,
Ontario
Municipal
Pension
Fremont
Partners

2034

1,500

2008

12006
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Year Company | Investment | Return | Company

Invested Results After
| | | Bain Collects
1988 Stage Stores $100m led for

from stock | bankruptey in
Lofferings|2000

1990 Damon Corp. [ g4m $12m from | Pleaded guilty
selling the | in 1996 to
company | overbilling

Medicare during

the time of Bain's

%nid a$119m
1992 TAmpad [$5m 1$100m from | Filed for
dividends | bankruptey in
| | | 2000
1993 Gcs $60m $65m from | Filed for
Technologies dividends | bankruptey in
(renamed GS 2001
| | Industries) |
1994 Dade $85m $421m Filed for
Behring from bankruptey in
| | |dividends | 2002
1997 Details $46m $93m Filed for
(renamed from stock | bankruptey in
DD | Lofferings | 2003
2000 KB $18.5m $85m from -d for
dividends | bankruptey in
2004

“Including investment partners.
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Company PE-Induced Changes | Company Fared
Better, Same, or
Worse Than if Buyout
Had Not Happened
General Beat competitors in Better
Instrument introducing new technology
Experian Quick flip [Same
Grew half the business at | Same
the expense of the other |
Centenni Kept business strong Same
‘Communics enough to benefit from the
cellular boom, but the debt
stopped it from taking full
advantage of what turned
ont to be great market
conditions
Riverwood Demand for paper products | Worse
International is falling and debt taken on
to finance the buyout may
sink the business
Borden Changed business mi from | Worse
food to honsewares, and
housewares side of business
went bankrupt
LinTV Conldn't complete Worse
transition to mid-market
strategy and left stranded
with debt |
Saks Lost major ground to chief | Worse
competitor
Valor Telecom | Customer service fell, along | Worse
with company’s valuation
Vertis Didn't invest in business, Worse
which went bankrupt
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[ Number of Deals Value of Deals (in millions)
12000 203 $29.019

| 2001 3 $17.050
|2002 143 $27811
|2003 209 $57.093
|2004 326 886,491
2005 615 $122.715
2006 S04 $219,052
[2007 581 $486,090
|2008 194 $136.127
[Total 3188 $1,181,448






OEBPS/kosm_9781101152386_oeb_009_r1.gif
o7 ‘KKR First Data Credit card |27
processing

a7 Goldman | Alltel Telecom s27
Sachs, TPG

10/07 | Blackstone | Hilton Hotels | Lodging $27

08 Bain, Thomas | Clear Channel | Radlio stations | $26
H.Lee Communications | and billboards
Partners
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Owner Hospital Name | Number of | Year Acquired
| Hospitals |

Kohlberg HCA 1m0 2006

Kravis Roberts

Bain Capital;

Merill Lynch | |

Cinven Spire Healtheare |25 2007
(UK chain)

Blackstone Group | Vanguard Health | 15 2004
Systems

Texas Pacific Tasis Healtheare |14 2004

Growp | |

GTCR Golder | Capella Healtheare | 14 2005

Rauner

Cinven USP Hospitales |13 2007
(Spain chain)

Welsh, Carson, | Ardent Health |12 2001

Anderson & Stowe | Serviees

Vestar Capital | Essent Healtheare |5 2003

Partners
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a training tape for

a Popcopy store
(which clearly looked
like a Kinkos). He
tanght employees
thatwhenever any
customer asked for
help, they should say
the whole computer
system was down fr
a fow hours and they
were busy.

Strategic Topps Meat Co. | Topps had controls | 2003 through
nvestment and | (nker of fosen inolfcientt0. (2007
Holdings hamburgers sold | eliminate or reduce
toschoolsand | E. coli bacteria,
Walmart) according to the
USDA. In 2007, its
burgers were linked
tan E. coli outbreak,
sickening customers
and causing one of the
nation's biggest beef
recalls.
Hicks Muse | AMFM Hicks Muse 1994 through
Tate & Furst | (formenly reduced staffsand | 1999
Chancellor | took much of the
Media) which | independent feel ot
bonght 46 of its stations. For

radio stations
through many
different deals.
Tt was the
operator ownin
o most i
stations in the
country before
merging with
Clear Channel

example, it converted
Washington, D.C.,
political talk station
WWRC to nationally
icated Bloomberg
ness News. Its

blander Subsequently.
radio listenership fell

nationally throughout
the 19905
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Lehman Brothers |40.2 6.4%
Merrill Lynch 335 5.3%
Morgan Stanley 289 4.6%
Wachovia 244 39%
Total 54887 TI3%
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“The following s alist of investors that bonght the fifteen biggest slices of a
2007 bank loan from the banks that financed one of the largest buouts.
“The composition of buyers s typical for buyouts completed from

2005 through the first half of 2007.

Hedge Fund 5.1 percent
Mutual Fund Manager/Insurance Company 4.4 percent
CLO 4.1 percent

Mutual
Mutual Fund Manager/Insurance Company 2.6 percent
Mutual Fund Manager/Insurance Company 2.4 percent
Hedge Fund 2.2 percent

CLO 2.2 percent

9. |CLO 18 percent
10. [ CLO 1.7 percent
11, | Mutual Fund Manager/Insurance Company 16 percent
12. | Hedge Fand 15 percent
13. | Mutual Fund Manager/Insurance Company 1.4 percent
14, [CLO 14 percent
15. | CLO 1.2 percent

w]e]o]=

Manager/Insurance Company 37 percent

BRIk

TOTAL: These fifteen buyers bought 37.3 percent of the bank loan.
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PE Firm Company | When It Result
Raised Prices.

Kohlberg Kravis | Masonite (door | 2006 during | Home Depot in
Roberts manufacturer) | housing boom | 2007 moved most
ofits door business

to 4 competitor.

Apollo Vail Resorts | 1997 More than
Management | (three ski doubled the price
resorts in for scasonal lift
Summit tickets. Customers
Connty, then flocked to
Colorado) Tone regional
competitor.
polos resorts

eventually dropped
| their prices.

Bain Capital, | Duane Reade | Raised Has a dominant
DL Merchant | pharmacy chain | prescription |30 percent share
drugprices | of New York City
duringthe | pharmacy market,
Oak Hill Capi time PE firms | and raising drug
Partners all controlled prices has not
separately bought the chain significantly hurt

and sold the (1992 throngh | business.
business present)
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PE Firm Located Capital Raised
Carlyle Group Washington, DC

Goldman Sachs New York 549
Texas Pacific Group (TPG) | Fort Worth, TX 849
Kohlberg Kravis Roberts New York 540
CVC Capital Partners London $37
‘Apollo Management New York $33
Bain Capital Boston $32
Permira London 25
‘Apax Partners London 25
Blackstone Group New York 23
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Company To Number of | Year
Whom | Employees | Declared

Bank-
ruptey

Buffets (Old | 2002 and $225m | Caxton- | 37,000 2008

Country and | 2004 Iseman

HoméTown Capital

Buffet A“(H

restaurant Sentinel

chains), Capital

Eagan, MN
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New York State Common [$103 67% 5126

Retirement Fu
California State 'l(s/:l\(rs lss2
Retirement System

156% 1519

Source: Dow Jones’ 2009 Dircctory of Alternative Investment Programs

“Based on third quarter 2008 CalPERS press release,
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0.206

Ttaly
Greece. 0.193
Czech Republic 0.158
Portugl 0.104
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Employer Employees
Walmart Stores 2,055,000
State Grid Corporation of China 1.486.000
China National Petroleum L7345
Kohlberg Kravis Roberts 855000
USS. Postal Service 85,929
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Date Deal | Buyer Company Industry | Amount
Closed | | (billions)
1007 TPG, XU Uility 544
Goldman
Sachs, KR
207 Blackstone | Equity Office | Real estate. | $35
Properties
11/06 Bain, KR, | Hospital Corp. | Hospitals | $32
Memill of America
Lynch
9 KKR RR Nabisco | Tobaccoand | $30
foods
08 Apollo, TPG. | Harrahs Casinos 528
Entertainment
507 Carle, | Kinder Morgan | Pipelines | 525
Goldman
Sachs,
Riverstone
Holdings,

AIG
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THE BUYOUT
OF AMERICA

Houw Private Equity Will Cause
the Next Great Credit Crisis

JOSH KOSMAN

PORTFOLIO
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PE Firm

Clayton,
Dubilier & Rice

Company

Kinko's

How It Redu Ownership
Costume: Period

The copy chain 1996 throngh
became the poster | 2004

child for poor service
edian Dave
o did a skit

played the manager in
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Of the twenty-five companies that issued 1 billion in junk bonds related to
buyouts betsween 1955 and 1989, 52 percent filed for bankruptey:

Allied Stores

Burlington Industries

Charter Medical

E-11 Holdings

Federated Department Stores

Gillett Holdings

R.H. Magy

National Gypsum

Owens-Coming

SCI Holding

Southland

UsG

Wickes
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Year Number of Mattresses and | Priceto | Average

Foundations Shipped to Retailers
Retailers
1997 35.3 mill 536 billion__ $101.95
2006 432 million 568 billion 815700
TOTAL 54% rise

Tnflation: One dollarin 1997 had the same buying power as $1.26 in 2006

Based on data from International Slecp Prodcts Association and
Consumer Price Inde
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Deal Value n billions) | Market Share
JPMorgan Chase 953 15%
Goldman Sachs 583 9.2%
Citigroup 562 5.9%
Credit Suisse 549 5%
Bank of America 496 75%
Deutsche Bank 44 5%






