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Chrysler

The takeover hunters appear to like Michigan's big game
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Who would've imagined that buyout sharks could end up circling some of Michigan's corporate icons,
such as the Chrysler Group and Dow Chemical Co.? Yet Monday, we were shocked by speculation that
private-equity firms could launch a $54billion takeover bid for Midland-based Dow, which would be the
largest leveraged buyout ever. Last week, we heard reports that DaimlerChrysler AG has contacted
private-equity firms about the possible sale of the Chrysler Group. "The private-equity investors aren't
simply hunting deer. They're also hunting elephant," said David Sowerby, a Bloomfield Hills-based
portfolio manager for Loomis Sayles & Co. And who are the so-called potential partners? According to
the rumors, the mix in the Dow deal could include huge deal-makers such as Kohlberg Kravis Roberts &
Co., Blackstone Capital Partners LP and the Carlyle Group. The speculative names on that Chrysler list
include Apollo Management, Blackstone, Carlyle and Cerberus Capital Management. (Carlyle is not
interested in buying Chrysler or working on a deal, according to a person familiar with the matter.) Let's
face it, one reason the rumors are floating around these Michigan companies is that we're living in an
era when billions upon billions of dollars are being thrown at all sorts of corporate targets. On Monday,
we learned that investors led by Kohlberg Kravis Roberts and Texas Pacific Group plan to buy TXU Corp.,
the largest power producer in Texas, for $45 billion in the biggest-ever leveraged buyout. So once one
deal gets announced, investors only get hungrier for the next deal. Jim Cramer, host of "Mad Money" on
CNBC, told me via e-mail that a buyout involving Dow "makes so much sense it is scary." The Dow
Chemical stock price continues to be low compared to stock prices of other chemical companies. "Great
company, lousy stock, great opportunity for someone who wants that cash and doesn't mind that the
company isn't a double-digit grower," Cramer said. Sowerby said the thinking is that a private-equity
group could be able to unlock some value at Dow. "In this environment, | don't dismiss any potential
private-equity deal," Sowerby said. As for private-equity firms ponying up the estimated $5 billion to $13
billion it would take to buy Chrysler from DaimlerChrysler? "It's certainly an option -- and it's certainly a
possibility," said Jim McTevia, a managing member of turnaround consulting firm McTevia & Associates
LLC in Bingham Farms. McTevia said a private-equity group could fix the company, then sell it or merge
it with another group.

Getting taken over by a private-equity firm is one way for a company to avoid the glare of regulators and
shareholders and make meaningful moves. Maybe it's closing plants. Maybe it's cutting the workforce.
Maybe it's selling off pieces of the business. David Brophy, a finance professor and director of the Center
for Venture Capital and Private Equity Finance at the University of Michigan, said the private-equity
firms focus on cash flow, performance and the possibilities for redeploying assets. "It's absolutely a
challenge to anybody who feels comfortable in his job," Brophy said. In five years or so, investors hope



to sell off the now-fixed company to new shareholders or another company. "Everybody benefits,
except for the people who have to be downsized," said Gerald Meyers, former American Motors Corp.
CEO and a U-M professor of business management.
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