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Investment managers judge the best in corporate Australia. Stuart Washington reports

“Intheshortrun, themarketisa
voting machine, butinthe longrun
the market is a weighing machine.”
Benjamin Graham

* nearly2007 the Australian
market was a popularity
contest. And almost
everyone was popular.

Aé  “Oneofthecluesthatwe
had was that it was all too easy,” says
Mike Mangan, a portfolio manager
with the boutique fund manager
2MG Asset Management.

“Itwasup 20 per cent every year.
Itdidn’t pass the smell test.”

Atthat time the voting machine, as
pictured by the legendary US value
investor Benjamin Graham, wasin
full swing. Graham, notincidentally,

isregarded as one of the key influ-
ences on the investment strategies
of one of the world’s most successful
investors, Warren Buffett.

Graham’s voting machine canbe
thought of as the market beinga
popularity contest, when stocks with
no real merit are “voted” to unreal-
istic heights. Babcock & Brown over
$302 No problems. How about Allco
Finance Group, what doesitdo? No
idea, buthere’s $13.

Usher in the dawn 0f 2010, aftera
gruelling financial crisis, and there
are signs the markethas (tempor-
arily) switched towardsbeinga
weighing machine. Graham’s
weighing machineistheideathat
over the longer-term markets will
reveal the stocks of true value.

The annual East Coles ASX Top 100
survey of professionalsinvolved in
the stockmarket, drawn from fund
managers and stockbrokers, reveals
atelling preference for weightrather
than popularity. The survey
assembles the views of an average of
14 market participants for each
stockin the ASX 100, representing
1395 separate company reviews,
across 20 different aspects.

The aspectsinclude most
effective chief executive, mostfocus
onshareholder value and clarity of
strategy. The tables for bestand
worst company overall were
compiled by adding the 20 criteria
then ranking the companies from
firsttolast (see above).

Respondentsincluded fund

managers withininstitutions
including BT, Lazard, UBS, Wallara,
Constellation, Tyndall, Caledonia
and Morgan Stanley.

Whenitcomesto the survey
choosing weight above popularity,
take the most admired chief exec-
utive named by the respondents:
GrantKing at the energy retailer
Origin Energy.

Astute? Undoubtedly. Respected?
Certainly. But a celebrity chief exec-
utive? Hardly. (See panel, page 4.)

The seeds of the current admiration
for Kinglie in the actions of the past.

During those crazy days of 2006 he
was not out there bidding top dollar
for Alinta, the prize over which
Babcock & Brown and Macquarie
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