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35 to 40% Greener
For Our Blue Planet
Nature always selects the most efficient

design. So can you. On a typical 1,000 nm

trip, the new Falcon 900LX uses 35 to 40% less

fuel — releasing that many fewer emissions —

than anything in its class. The secret? Superior

aerodynamics and Aviation Partners’ winglets.

Lighter-stronger materials. Integrated tri-jet

power. And a design optimized for nonstop

flights up to 4,750 nm and short airfields.

Visit falconjet.com/900LX for details.
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$457 million, but its 5.3% profit margin
pales when compared with, for example, oil
and gas’s 16%. There has been talk about
selling the unit, whose performance has
been hampered by the U.S. housing slump.
However, it generates strong cash flow
and, Immelt asserts, “nobody can run it
better than we can. Nobody gets better
synergy from the GE brand than we can.
So when I took at it today, I just think
selling it doesn’t create shareholder value.”
The sheer size of GE’s business portfolio

raises the issue of whether the company has
gotten too big to be managed efficiently, and
whether shareholders wouldn’t be better
served if it were broken up. Immelt counters
that by stressing the synergies among its
businesses. “We can take a best practice
from oil and gas and bring it to aviation,” he
argues. And he notes that “all of our indus-
trial peers have finance arms, so we walk
with more power as a global industrial com-
pany because we have a finance arm.”
President Obama recently named Immelt

chairman of the Council on Jobs and Com-
petitiveness, a responsibility Immelt says he
will be able to balance with his CEO duties.
As for the very disappointing stock per-

formance, when Immelt took over in 2001
GE’s shares traded for around 30 times for-
ward earnings–a pricey multiple helped by
a golden era for lucrative power-generation
equipment in the U.S., and Jack Welch’s con-
siderable ability to charm Wall Street.
Today the shares fetch about 15 times

the $1.33 a share analysts expect it to earn
this year. In his own defense, Immelt says
that “driving the kind of portfolio change
we have done and starting from a high val-
uation has created headwinds for us as we
have gone through the last decade.”
James Roeder, portfolio manager of the

Invesco Van Kampen Equity and Income
Fund (ACEIX), which holds the stock, says
that Welch, who ran GE from 1981 to 2001,
“was a master of managing the business to
produce results every quarter.” He credits
Immelt with being “a really sharp guy, a
good communicator and a very good sales-
man for the company, but I think he was
dealt a tough hand.”
MacDonald says that Immelt “deserves

a lot more credit than the share price sug-
gests. As of late, he’s been impressive.”
Deutsche Bank analyst Nigel Coe ob-

serves that Immelt “will be judged by how
the share price does over the next few years.
That’s the ultimate litmus test for a CEO.”
Based on that criterion, Jeffrey Immelt has

gotten an F from investors since 2001. But if
GE—and its stock—perform as well as he’s
now positioned them to, he could earn A’s over
the next few years. If they don’t, he won’t
have to explain why they haven’t, because
someone else probably will be at the helm. 

Finance new opportunities
That’s what commercial lenders can do when they’re smart

aboutmanaging risk.And smart lenders can seed innovative

new businesses byworkingwith CMEGroup, theworld’s leading

derivativesmarketplace. Emerging growth companies and

financial institutions around the world come to us tomanage

virtually every kind of risk. Interest rate fluctuations, stock

market movements, changing currency valuations – whatever

the risk, we help the world advance beyond it. Learnmore at

cmegroup.com/advance.

How the world advances

CME Group is a trademark of CME Group Inc. The Globe logo is a trademark of Chicago Mercantile Exchange Inc. All other trademarks are the property of their respective owners. Copyright © 2011 CME Group. All rights reserved.
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THE BUSINESS-JET FIELD HAS

yet to fully recover from 2008’s
one-two punch—the economy’s
decline and the blizzard of bad
PR after Detroit’s auto CEOs
flew corporate aircraft to
Washington to ask for bailouts.
But the industry is rebounding,
albeit with some adjustments
to fit the times. Here are five
key developments.

Charter a Seat
Until recently, flying privately
meant just that: You owned or
chartered the entire airplane
and filled it with whichever
friends and associates you
wanted to take along. Or you
“owned” use of the aircraft for
a particular flight, via a jet card
or fractional jet share.
None of those options is an

inexpensive proposition. So
more folks are opting instead
for a single seat on a private
flight, and more companies are
getting in on the action.
Greenjets, a West Palm

Beach, Fla.-based charter bro-
ker, offers per-seat pricing on
light jets that includes a “free”
companion ticket, allowing you
and a friend to travel in style
between New York and Florida
for $3,900 and between Las Ve-
gas and New York for $6,300.
These prices are for holders of
the firm’s Black Greenjet card,
which costs $14,500 annually.
Slightly higher prices are avail-
able for holders of the $9,500-
per-year Gold Greenjet card.
(Note that as a broker, Greenjets doesn’t own or operate air-
craft; it arranges flights that other companies provide.)
Want a fixed rate for more than a seat? XOJet, which is

based in Brisbane, Calif., offers aircraft for flights between
New York City and several West Coast destinations at

prices that start at $19,000 for a plane holding up to eight
passengers. It can fly coast-to-coast with all eight occupied.
New York to Florida flights begin at $12,000, while New
York to Houston, San Antonio or Dallas costs $15,000 and
up. Unlike traditional charter services, this XOJet doesn’t
charge for extra fuel, catering and other items.
By focusing on popular routes and economical Embraer

Phenom 100 very light jets, Southern California-based Jet-
Suite has been able to introduce whole-aircraft prices so
low they don’t even include commas. The company—which

was recently purchased by a
group that includes JetBlue
founder David Neeleman—of-
fers flights between Van Nuys
and Las Vegas for $999. It uses
very light Brazilian-made Em-
braer Phenom 100s holding
four passengers, which means
the per-person cost works out
to an airline-challenging
$249.75. (Like the price, the
fine print is reminiscent of air-
line travel: Tickets are nonre-
fundable, subject to availability
and usable only on Mondays,
Tuesdays and Saturdays.
Taxes and fees apply.)

Teaming With Airlines
Many people who fly privately
in the U.S. buy first-class tick-
ets on commercial airlines
when traveling overseas. Rec-
ognizing that fact, several pri-
vate-jet companies have an-
nounced alliances that will
allow their passengers to ar-
range an entire domestic and
international trip with one fi-
nancial transaction.
Bombardier’s Flexjet sub-

sidiary—a Richardson, Texas-
based seller of fractional jet
shares—has joined forces with
Korean Air to offer the Flexjet
Connect program, which
makes it easier for travelers to
arrange flights with both com-
panies. Flexjet customers who
purchase first-class Korean
Air tickets receive a year of
Elite status with the airline,
which affords them such privi-

leges as concierge services at select airports and dedicated
check-in facilities. Korean Air passengers, meanwhile, can
make easy transfers to private jets for the U.S. legs of
their journeys via FlexJet’s Jet Solutions partner.
CitationAir, another fractional-jet-share provider, has

linked up with British Airways. The two companies have an-
nounced a service called PrivateConnect, which gives the air-
line’s passengers pay-by-the-hour access to the 80-jet fleet of
CitationAir, a Greenwich, Conn.-based division of Cessna,
the aircraft manufacturer. If you arrive at a U.S. airport on

by Jeff Burger

How toFly in Style for Less by Private Jet

Theaviation industry is comingupwithattractiveways to lure travelersback toprivate
planes.Consider snaggingasingle seatorhitchinga rideonanempty flight retuninghome.

Budget-conscious private travelers are favoring new con-
tenders like the Phenom 300 light jet, above and bottom
left. Bottom right, Avantair Piaggio Avanti.

This story was prepared
by the editors of Business
Jet Traveler, the leading
magazine in the field, in cooperation with Barron’s.
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wants to hold the figure to no more than 30%
to 40%.
The sprawling entity invests in or finances

commercial real estate, leased aircraft, loans
for infrastructure purchases, private-label
credit cards for U.S. retailers such as Wal-
Mart (WMT), and residential mortgages in
England, France and Poland, among others.
Key metrics like delinquencies on con-

sumer loans continue to trend down, and the
spreads on GE Capital’s debt costs over Li-
bor, the London interbank offered rate,
have narrowed, signaling that the market
has more confidence in the operation.

GE Capital is shrinking its balance sheet.
The goal is to bring ending net investment,
which is the capital invested in the financial
businesses, to $440 billion in 2012, versus
$477.4 billion at the end of 2010. The aim is
to make the unit more profitable by focus-
ing on its strengths. That includes making
well-collateralized loans in industries that
GE knows well—aviation, energy, transpor-
tation and health care.
During the financial crisis, GE Capital

ran into problems with shaky commercial
real estate, particularly its equity holdings,
and residential mortgages in the U.K. As a
result, GE Capital gave investors heartburn.
A big worry: the vulnerability of its funding
and liquidity, which relied heavily on com-
mercial paper—unsecured, short-term bor-
rowings that seized up industrywide, around
the time of the Lehman Brothers collapse in
2008. Though GE Capital does have some de-
posits, it relies heavily on wholesale funding.
In the fall of 2008, GE Capital’s com-

mercial-paper exposure was $72 billion.
Now it’s closer to $40 billion, and cash has
been raised to around $60 billion to help
support its liabilities. It also had secured
ample backup credit lines. “Their funding
is way less precarious and a lot more con-
servative” now than it was three years
ago, says a buy-side analyst.
During the crisis, GE Capital stopped pay-

ing dividends to its parent and participated in
the Federal Deposit Insurance Corp.’s Tempo-
rary Liquidity Guarantee Program, which
backstopped $60 billion of its long-term debt.
GE Capital, which also issued some commer-
cial paper in 2008-09 that wasn’t backed by
the government, plans to finish repaying the
government-guaranteed debt next year. This
year, $62 billion of debt comes due, but the
company is in good shape to pay that off, and
the debt payments level off considerably after
next year, when $81 billion matures.
GE Capital’s $3.3 billion in profits last

year was more than double 2009’s $1.5 billion.
And it was able to release $200 million of re-
serves in the fourth quarter, a sign that the
credit cycle is improving.
During that quarter, four of its five oper-

ating units were profitable, the exception be-
ing commercial real estate. It lost $409 mil-
lion–down from a loss of nearly $600 million
a year earlier. The plan is to reduce GE
Capital’s debt and equity exposure to that
sector—particularly on the equity side, which
had an unrealized loss of roughly $5 billion
at the end of December.
Businesses that GE Capital is exiting in-

clude residential-mortgage lending in Austra-
lia and equipment-rental ventures for sea con-
tainers and rail cars. The unit’s returns won’t
be what they were before the financial cri-
sis—at its peak it generated $12.3 billion in
annual profits—because it is less leveraged
and it’s putting more capital aside. Its Tier 1
common capital ratio, a measure of an institu-
tion’s financial health, was comparable to the
big banks’, at just under 9% at the end of last
year. And it hopes to resume paying dividends
to GE next year—a key step to further boost-
ing the parent’s dividend and enhancing the
share price. That’s why its crucial for the com-
mercial real-estate business to turn profitable
by the third quarters, says analyst Heymann.
One big advantage for General Electric

has been a low tax rate. In 2010, the rate for
its industrial businesses was 17%—below the
historical rate north of 20% and mainly ow-
ing to settlements of tax audits with the In-
ternal Revenue Service. However, GE’s tax
rate was also helped, in part, by $32 billion of
losses at GE Capital from 2008 to 2010.
GE says it does not owe U.S. federal

taxes for 2010, partly because of losses at GE
Capital. In fact, the company actually re-
corded a $3.2 billion tax benefit for 2010, as
the New York Times pointed out in a blister-
ing article late last month. The company says
the benefit, which is not a rebate or a refund,
stemmed from a “reversal of accruals for
prior year taxes as a result of audit settle-
ments with the IRS and revisions of esti-
mates from prior-year returns.”
The company also benefits from doing a

lot of business overseas, where corporate
taxes usually are lower than in the U.S. And
it has one of Washington’s most effective tax-
lobbying operations.
However, GE did pay almost $2.7 billion

in cash taxes last year to governments
around the world, including the U.S.—though
it didn’t specify how much it paid to Uncle
Sam. (GE’s tax bill in 2010 applied to previ-
ous years; its tax return for 2010 has yet to
be filed.)
In any case, GE didn’t violate the law, but

simply used provisions that have been around
for years—and that any competent corporate
tax staff would use. The company will have a
higher tax rate starting this year, in part be-
cause GE Capital is turning around. And,
given the nation’s severe fiscal problems,
Congress and the White House may finally
tighten corporate tax rules. Thornburg’s Mac-

Donald says a higher tax rate is baked into
his $2-a-share profit estimate.
“GE will go back to normalized earnings,

and you will see normalized tax rates,” pre-
sumably north of 20%, says Dray of Citi-
group, who adds: “Ironically, investors ap-
plaud seeing higher tax rates because it lifts
the stigma of there being a lower quality of
earnings because of the tax benefit.”
One of Immelt’s top priorities has been to

invest heavily in research and development,
a key for a company founded in 1892 by
Thomas Edison and whose technological
breakthroughs include medical X-rays and
magnetic resonance imaging. GE spent $3.9
billion on R&D last year, versus $3.1 billion
as recently as 2008. Throughout the reces-
sion, GE has continued to invest in new tech-
nologies. The company has pushed into wind
power, via a business it acquired from En-
ron’s bankruptcy in 2002, and solar power,
having taken a majority stake in PrimeStar
Solar, a startup in Colorado.

Wind power is facing tough challenges,
especially in the U.S., owing to a still less
than robust economy, stiff competition, over-
capacity and lower natural-gas prices. “It’s
going to take time for the orders to come
back in full force,” says Kevin Rendino,
head of BlackRock’s basic value equity
team. “But the backlog is building.”
In contrast, GE’s equipment and service

orders from oil and gas companies jumped
23% in the fourth quarter. Energy infra-
structure, which includes oil and gas opera-

tions, earned $7.3 billion last year, up a little
more than 2% from 2009, even though reve-
nue fell about 8%, to $37.5 billion.
Another business that moves the needle

is aviation, which accounted for $17.6 bil-
lion in revenue last year–down from $18.7
billion in 2009, owing to the global down-
turn. Profits came to $3.3 billion, versus
$3.9 billion a year earlier. GE’s aviation
business is well-positioned for growth, al-
though it does have stiff competition. Pratt
& Whitney, a unit of United Technologies,
has rolled out its geared turbofan engine
amid much buzz about it being a cutting-
edge technology.
GE and its joint ventures have an in-

stalled base of 24,000 commercial engines—
more than Pratt & Whitney and Rolls
Royce combined. That’s significant because
an engine maker gets a lot of its profits
from after-market business, mainly mainte-
nance, repairs, spares and overhauls.
One of its joint ventures, CFM, is the

lone provider for the workhorse Boeing
737–the most popular aircraft in commercial
fleets around the world. Wide-body aircraft
to which GE supplies engines include the
Boeing’s (BA) 747 and 777. However, the
Pentagon’s recent decision to at least tempo-
rarily halt spending on an alternate engine
for the F-35 Joint Strike Fighter Jet is a
big setback for GE and Rolls. The lone en-
gine maker now is Pratt & Whitney.
A new commercial engine General Elec-

tric has developed is the GEnx, which will
power planes including the oft-delayed Boe-
ing 787 Dreamliner, now scheduled to begin
service later this year. It’s also developing
the LEAP-X for narrow-body planes, in-
cluding the C919 being built by China.
These new engines are lighter, more fuel-

efficient and more environmentally friendly
than those they’re replacing. This ties into
GE’s “Ecoimagination” initiative. Equipment
and services marketed under this rubric gen-
erates nearly $20 billion in annual revenue,
versus about $5 billion when it started in
2005, according to Immelt.

Revenue at GE’s health-care division
rose about 6% last year, to nearly $16.9 bil-
lion, while profits rose 13% to $2.7 billion.
The unit, which sells X-ray machines, mag-
netic-resonance-imaging equipment and
other hardware, has good growth potential
in markets like India and China. Its reve-
nue in developing markets was about $3.4
billion last year, versus $2.2 billion in 2005.
More than half of General Electric’s

sales now come from abroad, versus about
35% in 2001. And sales growth has been
particularly good in less-developed markets.
GE’s final business is its home and

business division, which includes the appli-
ance business. Last year, the unit earned

Now Comes the Tricky Part
Amajor part of Immelt’s job, with GE Capital
rebounding, is to improve earnings and have
General Electric shares outperform the S&P 500.
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British Airways, a driver will meet you at
baggage claim and take you to a CitationAir
private jet for the final leg of your journey. If
you belong to British Airways’ Executive
Club, work for a company that has a corpo-
rate account with the carrier or have flown on
the airline within 12 months, you can use Cita-
tionAir even if your trip doesn’t include a
British Airways flight.

The Big Shrink
Companies and individuals that had owned
whole aircraft are now using fractional
shares to cut costs. And some that had em-
ployed fractional shares are downsizing to
jet cards or charter.
Whatever their travel mode, more travel-

ers appear to be opting for smaller aircraft.
Middle Eastern royal families still buy air-
borne palaces such as the Boeing Business
Jet and Airbus Corporate Jet, but an in-
creasing number of budget-conscious pri-
vate travelers are favoring new contenders
like Embraer’s Phenom 100, and its slightly
bigger counterpart, the Phenom 300 light
jet, which can carry up to nine passengers.
The Cleveland-based fractional-jet-share

provider Flight Options garnered attention
when it placed a big bet on the Phenom 300
a few years ago, ordering 100 of them at a
cost of $750 million. Not to be outdone,
Berkshire Hathaway’s Columbus, Ohio-
based NetJets announced an order last Oc-
tober for 125 of the same model in a deal
that could be worth more than $1 billion.
Savings for fractional customers on smaller
planes can be substantial: Clearwater, Fla.-
based Avantair offers only Piaggio P180
Avanti twin-engine turboprops. Although
smaller and slower than rivals’ jets, the
plane helps keep Avantair’s fares 32% to
48% lower, according to its Website.

Filling Up ‘Empty Legs’
Often, private jets fly with no passengers at
all. If you want to fly to Missoula, Mont.,
your charter company will take you
there—even though it may well have no pas-
sengers for a return trip to the airplane’s
home base. That repositioning flight is called
an “empty leg,” and it’s one reason private
flying is so expensive.
Now that’s changing, as more and more

companies are using the Internet to match
empty legs with customers interested in flying
those routes. Charter operators welcome reve-
nue from what would otherwise be unpaid
flights, and passengers enjoy big discounts.
Recently developed software makes it

easy to match travelers and flights by auto-
matically posting empty legs in a searchable
online database whenever a customer books
a one-way trip. For example, stratosjets.com
and emptylegmarket.com both list dis-
counted one-way repositioning flights.

New Fractional Plans
Fractional shares once looked like a way for
business travelers to enjoy virtually all the
benefits of full jet ownership, including tax
depreciation, but with fewer headaches. Up-
front costs are lower, since you buy only a
portion of the aircraft. Moreover, you leave

management and maintenance to an opera-
tor, and you can resell your share and walk
away after a few years.
Lately, however, high monthly fees and

unexpectedly low resale prices have taken
some of the shine off these plans, and some
customers have been bailing out of fractional
shares. Largely as a result, share providers
are revamping their business models.
Fractional companies are reducing the

number of aircraft models they offer, which
cuts costs by allowing them to concentrate
maintenance and operations efforts on fewer
aircraft types. And some providers are focus-
ing more on light jets and turboprops.
Many other changes look possible. There

has been talk of smaller service areas, with
more surcharges for those who want to fly
to the Caribbean, for example. Some indus-
try insiders also say providers may stop
promising to repurchase jet shares from
customers. There’s discussion, too, about
more variable pricing, meaning higher
prices for those who want unlimited access
to “their” jets, and lower prices for those
willing to accept more peak-travel-day re-
strictions. 

JEFF BURGER is editor of Business Jet Traveler
magazine.

XOJet flies Bombardier Challenger 300s,
which typically seat eight passengers.
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Fixed income investing entails credit and interest rate risks (when interest rates rise, bond/fund prices generally fall). A portion of a municipal bond fund’s distributions may be subject
to tax and may increase taxes for investors subject to federal alternative minimum tax. Capital gains distributions are taxable as capital gains.

Oppenheimer Rochester® municipal bond funds include below-investment-grade securities (“junk bonds”) that may be more at risk of default and subject to liquidity risk. Funds canmaintain
a relatively high portion of their portfolio holdings in particular segments of the municipal securities market, such as tobacco bonds or real-estate-related securities. Funds may invest
substantially in U.S. territories, commonwealths and possessions and could be exposed to their local, economic and political conditions. State-specific muni bond funds may also invest in a
limited number of issues within a single state, which can further increase volatility and exposure to regional developments. Fund holdings are subject to change.
Shares of Oppenheimer funds are not deposits or obligations of any bank, are not guaranteed by any bank, are not insured by the FDIC or any other agency, and involve investment risks,
including the possible loss of the principal amount invested.

Carefully consider a fund’s investment objectives, risks, charges & expenses before investing. For a prospectus, and if available, summary prospectus
containing this & other fund info., contact your advisor, call us at 1-800-225-5677 or go to oppenheimerfunds.com. Read the prospectus, and if
available, summary prospectus carefully before investing.
©2011 OppenheimerFunds Distributor, Inc.

HEAR FROM OUR FUND MANAGERS

From your iPhone or Android, visit any QR Code reader site. Download & install the app.
Scan the code to the left to watch videos. Data chargesmay apply. Experiencesmay vary. Follow us on Twitter @Rochesterfunds

Why did a school bond with no credit rating look appealing?

Why did our research team give it high marks?

What convinced us that it could deliver a great tax-free yield?

Get the full story and more from a Rochester fund manager at

THE ROCHESTER WAY:

ROCHESTERWAY.COM

CAN BE SMARTER INVESTMENTS
THAN HIGHLY RATED ONES.

PROVING THAT UNRATED BONDS
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