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The art of the deal in Hong Kong

Fund manager harnesses creativity to maximize returns

By Darren Boey

HONG KONG

ichael Nock’s paintings and

scul{;mres lured about 100

art lovers to Hong Kong’s

Hanart TZ gxller;lsn March

on the opening weekend of his first ex-
hibition.

In real life, Nock attracts investors.
His $357 million Doric Focus Fund has
more than doubled since inception in
June of 2000, outperforming the 43 per-
cent gain of Morgan Stanley Capxul ln-
ternational's benchmark = of
stocks outside Japan.

“The investment process is a creative
process,” said Nock, 50, managing di-
rector of Hong Kong-based Doric Capit-
al,inan intervnew last month. “The bet-
ter investors are those people who
allow themselves a degree of lateral
thinking, t.hmkmg outside the box,
thinking creativel,

Nock said one of his largest positions
is KT&G, South Korea’s  tobacco

company, which U.S. billionaire Carl
Icahn and his allies are demanding be
broken up to lift shareholder returns.
The shares are up 26 puce.nt this g&rm

uf

MldnelNock.pllma, lmlpmr andtlle
managing director at Doric Capital Corp.

percent since Feb. 23, when Icahn and
Wame.x} Luéhtens!em. aNew Yorkkl;scd
hedge fund manager, made a takeover
bid that the compnn; subsequently re-
jected. Lichtenstein last month won a
seat on the board of KT

xu. lnd.u and Chim, the largest
economies in Asia after )Im

“We're out there looking at those
companies that will benefit from do-
mestic consumption,” said Nock, a na-
tive of Sydney wv;'hose Hong Kong ofl'lce
is d
his own. “What we're looking for are
opportunities that will arise as we see
the emergence of a middle class in
China, the expansion of the middle
class in India, and an enrichment of the
middle class in South Korea.”

Some fund managers say Indian and
‘S_oud: Kom stocks, Asia’s best per-
formers in past year, are getting too
expensive.

“Indian corporate earnings have to
really continue to grow at robust levels”
to justify gains, said Anthony Muh, a
fund manager for Alliance Trust in
Hong Kong. “In South Korea, we're a
little bit more cautious than we would
otherwise be” because of

-based Fos'er 's Group is
another “sin” stock that Nock favors.
The company, Australia's largest brew-
er, has spent $4.1 billion on wine acqui-
sitions since 2000 to make it the world’s
second-largest winemaker.

“‘Sin’ industries typxcally have high
margins,” Nock said. “They also have
opportunities to build stmng brand
strengths.”

Shares in South Korea still offer good
value even their rally in 2005,
Nock said. The Kospi, which jumped 54

percent last year, has declined 3.2 per- cused on

cent this year. It trades at 12.1 times esti-
mated earnings, ing it Asia’s
second-chenpest stock benchmark after

Nock holds shares of Macmillan In-
dia, a textbook publisher worth $179
million, The Madras-based company, a
unit of publisher Macmillan Group, in
Odober reported a 128 percent increase
in third-quarter net i income. The stock
has gained 9.1 percent since then.

“We love uienufymg little compa-
nies,” Noc! . “We're looking for
those small acorns that are going to
grow into big companies in the future.”

Bumrungrad Hospital, Thailand’s
second-biggest publicly traded hospital
operator, and Australia’s ABC Learning
Centres, the world’s biggest listed dnld»
care provider, are among other “acorns”
Nock has invested in. Both stocks have
gained more than 10 percent this year.

Macmillan and Nock's other Indian
investments may benefit from economic
growth as the Indian government takes
steps to reduce poverty and bolster rural
output. The statistics bureau on Feb, 7
forecast the economy will grow 8.1 per-
cent in the year ending March 31, faster
than 75 percent the previous year.

hina, Nock favors electricity pro-
ducers, which are enhancing capacity to
keep up with soaring domestic demand.
Huaneng Power International, the
largsl China power generator by mar-
ket value listed in Hong Kong, produced
32 percent more electricity last year. The
shares have gained 2 percent this year.

Chinese eﬂ'ons to tighten up the reg-
ulation of the country’s financial indus-
try have also cheered Nock. The China
Banking Regulatory Commission last

pumshed 6,826 people and 1,205
Institutions, including banks and asset-
management companies, for fraud and
other crimes.

“The Chmese are getting very fo-

n COrpo! gk rnance,” Nock
said. “lfyou re loo ing around the re-
glon, greater transparency is one theme
that’s ng in other markets.”

Stocks ln China and India, mean-
while, are the most

Nock says ' stock selection and short-
ing allow him to introduce an element
of to his i

after Pakistan and Jaj
Composite index trades at 21 times esti-
mated earmng. and India’s Sensitive
index at 204 times. The Morgan Stan-

governance concerns.

Nock, who names Jackson Pollock
and Vasily Kandinsky among his artist-
ic influences, first came to Hong Kong
in 1980 to start up an office for Merrill
Lynch. In 1982, he moved to ED&F Man
Group, now cal Man Group, the
world's largest hedge fund company. He
wm'ked there [(f)“r e:lgh( years.

The hedge fund manager, who de-
scribes his style of art as “semi-figurat-
we and abstract,” then spent four years
m Los An‘geles completing a master's

legree in fine

shtu!c ol'

Hemtumedwﬂnngxnnginlmm
manage investments for a local family,
the name of which he declined to dis-
close. He took over the r of Dor-
ic in 1999 and started his first the
Doric Focus Fund, in 2000, with about
$15 million in assets.

Nock has since started two more: The
Doric Asia Pacific Small Cap Fund,
which now has about $100 million in as-
sets, and the Doric Kasagi Fund, which
has controls about $13 million in Japan.

KT&G stock has risen as much as 15

e arts at the California In- |

ley Capital Asia Pacific
mdex, a regional benchmark, is at 18.5

his art encompasses a
mcludmg oils, charcoal an
“As a good investor, you have to be
drawmg on all manner of life ex)
ences,” Nock said. “It's not simply
looking and analyzing balance sheets.
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