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at about 1.6 billion; it’s dropped very slightly
since.
Earlier this year, Corrections Corp.’s stock

came under some pressure when California
announced plans to return some 9,600 prison-
ers ensconced in the company’s facilities to
public prisons inside the Golden State.
Barclay analyst Manav Patnaik points

out, however, that this effort, if it comes to
pass, would be phased in over several years
and depends on several less-than-assured
factors. Among them, Californians will have
to approve a ballot initiative to raise taxes,
and the state’s plans to transfer much of its
prison population to county facilities will
have to pass muster by the federal court
panel that has ordered California to sub-
stantially alleviate overcrowding in the state
system.
CCA has plenty of excess inventory—

some 12,000 empty prison beds, plus any
losses from the California transfer—to offer
to various state and federal prison systems.
So its capital spending figures to be negligi-
ble over the near term. The company is
counting on better economic times, popula-
tion growth of 19 million over the next five
years, and the old standby of recidivism to
keep prison head counts growing, filling its
empty beds.

Meanwhile, there are increasing signs that
Corrections Corp. plans to convert into a
REIT. Earlier this year, two activist hedge
funds, Corvex Management and Marcato Capi-
tal Management, filed a 13-D with the Securi-
ties and Exchange commission, disclosing their
7.6% ownership of the stock and recommend-
ing such a shift in the company’s corporate
structure.
Corrections Corp. wouldn’t discuss its

possible conversion with Barron’s, and de-
clined to make its CEO, former Kansas
prison guard Damon Hininger, available for
an interview. But transforming itself into a
REIT should appeal to a management team
that has shown itself to be shareholder-
friendly, with well-timed stock buybacks and
the recent institution of an 80-cents-a-share
annual dividend. As a REIT—something
that makes sense, given its extensive prop-
erty holdings—CCA would save about $75
million a year in taxes and be able to triple
its dividend payout to shareholders to more
than $2.55 a share, according to one esti-
mate. (By law, REITs must pass at least
90% of their otherwise taxable income to
shareholders.)
REIT stocks with characteristics similar

to Corrections Corp.’s generally trade for a
price/AFFO ratio of nearly 22, compared with
the company’s current ratio of 12.1.
In short, as a REIT, Corrections Corp.

would disprove an old adage. Crime can
pay…at least for investors. 
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1. 1. Apple / AAPL 4.27 71% 23% 3% 3%

2. 4. IBM / IBM 3.75 47 35 10 1

3. 5. McDonald’s / MCD 3.73 48 34 9 3

4. 2. Amazon.com / AMZN 3.57 41 37 15 0

5. NR Caterpillar / CAT 3.50 34 46 9 2

6. 7. 3M / MMM 3.44 35 47 9 3

7. 13. United Parcel Service / UPS 3.43 33 48 11 1

8. 8. Coca-Cola / KO 3.41 39 41 16 2

9. 19. Nestlé (Switzerland) / NESN 3.40 35 43 15 1

10. 17. Intel / INTC 3.38 35 46 10 3

11. 12. Walt Disney / DIS 3.38 35 46 12 3

12. 11. ExxonMobil / XOM 3.28 34 48 13 3

13. NR Visa / V 3.27 28 52 14 1

14. NR American Express / AXP 3.22 30 44 16 2

15. 3. Berkshire Hathaway / BRK/A 3.21 37 36 20 3

16. 6. Google / GOOG 3.18 34 41 16 4

17. 16. United Technologies / UTX 3.02 28 39 17 5

18. 20. Schlumberger / SLB 2.94 18 53 19 1

19. 22. Microsoft / MSFT 2.91 27 43 24 3

20. 33. Qualcomm / QCOM 2.89 23 41 25 2

21. 10. Procter & Gamble / PG 2.82 20 48 25 2

22. NR Kraft Foods / KFT 2.82 20 49 22 3

23. 26. Chevron / CVX 2.80 19 50 22 3

24. NR Home Depot / HD 2.80 16 54 19 3

25. 23. Honda Motor (Japan) / HMC 2.78 17 45 23 2

26. 47. Toyota Motor (Japan) / TM 2.75 22 40 28 3

27. 42. Wells Fargo / WFC 2.75 26 41 19 9

28. 24. Novartis (Switzerland) / NVS 2.71 17 46 23 3

29. 28. Abbott Laboratories / ABT 2.70 16 47 27 2

30. 9. PepsiCo / PEP 2.66 15 53 26 3

31. NR Amgen / AMGN 2.66 16 47 26 3

32. 25. Johnson & Johnson / JNJ 2.64 18 46 27 4

33. NR EMC / EMC 2.58 14 41 28 2

34. 34. Anheuser-Busch InBev (Belgium) / BUD 2.56 15 44 29 3

35. NR U.S. Bancorp / USB 2.55 22 38 23 9

36. 35. Samsung Electronics (Korea) / 005930 2.53 13 44 30 2

37. 38. SAP (Germany) / SAP 2.52 16 41 26 6

38. 31. Royal Bank of Canada (Canada) / RY 2.50 18 40 25 8

39. 27. Oracle / ORCL 2.49 16 45 27 7

40. 40. Roche Holding (Switzerland) / RHHBY 2.49 17 35 29 5

41. 32. LVMH Moët Hennessy Louis Vuit (France) / MC 2.48 19 28 32 4

42. 15. Cisco Systems / CSCO 2.48 14 47 26 6

43. 44. ConocoPhillips / COP 2.45 8 53 28 3

44. 41. Merck / MRK 2.42 12 46 30 4

45. 29. Toronto-Dominion Bank (Canada) / TD 2.41 16 37 25 9

46. 37. BASF (Germany) / BASFY 2.38 9 44 29 3

47. 43. BHP Billiton (U.K.) / BHP 2.35 13 38 33 4

48. 21. Siemens (Germany) / SI 2.34 10 41 30 4

49. 14. JPMorgan Chase / JPM 2.33 19 36 30 10

50. NR Diageo (U.K.) / DEO 2.32 12 36 34 3

51. 18. Wal-Mart Stores / WMT 2.30 16% 40% 32% 9%

52. 64. Pfizer / PFE 2.28 9 47 35 3

53. 51. GlaxoSmithKline (U.K.) / GSK 2.28 8 44 34 3

54. 48. General Electric / GE 2.26 16 42 28 12

55. 50. L’Oreál (France) / LRLCY 2.12 10 34 34 7

56. 57. Occidental Petroleum / OXY 2.09 9 39 31 9

57. 45. Verizon Communications / VZ 2.08 10 37 33 9

58. 49. Royal Dutch Shell (U.K.) / RDS/A 2.05 7 36 40 4

59. NR SABMiller (U.K.) / SBMRY 2.02 5 39 37 5

60. 65. Sanofi (France) / SNY 2.00 8 33 38 6

61. 68. Comcast / CMCSA 1.93 11 32 35 12

62. NR Bank of Nova Scotia (Canada) / BNS 1.89 9 29 34 11

63. 55. Taiwan Semiconductor Mfg (Taiwan) / TSM 1.85 4 34 36 8

64. 54. Rio Tinto (U.K.) / RIO 1.78 4 36 38 10

65. 36. Vodafone (U.K.) / VOD 1.76 6 28 49 6

66. NR Novo Nordisk (Denmark) / NVO 1.75 9 25 35 13

67. NR UnitedHealth Group / UNH 1.72 5 35 34 14

68. 79. Philip Morris International / PM 1.61 9 32 30 22

69. NR Altria Group / MO 1.59 5 33 33 17

70. 60. Commonwlth Bk of Australia (Australia) / CBA 1.57 3 29 34 12

71. 56. Statoil (Norway) / STO 1.57 7 23 38 14

72. 71. AT&T / T 1.56 3 34 41 15

73. 72. HSBC Holdings (U.K.) / HBC 1.55 5 28 43 14

74. 69. Westpac Banking (Australia) / WBK 1.49 3 28 38 13

75. 67. Australia & New Zealand Bkg (Australia) / ANZ 1.48 3 27 36 13

76. NR National Australia Bank (Australia) / NAB 1.47 3 28 30 16

77. 53. Vale (Brazil) / VALE 1.47 4 25 41 14

78. 78. BG Group (U.K.) / BRGYY 1.46 3 25 37 14

79. 82. Total (France) / TOT 1.44 3 25 48 11

80. 76. Mitsubishi UFJ Financial (Japan) / MTU 1.40 1 26 48 10

81. 58. América Movíl (Mexico)/AMX 1.36 4 24 40 17

82. 75. NTT DoCoMo (Japan)/DCM 1.36 0 27 43 12

83. 95. BP (U.K.)/BP 1.34 7 22 41 21

84. 63. Telefonica (Spain)/TEF 1.29 3 22 44 15

85. NR Comp. de Bebidas das Americas (Brazil) / ABV 1.29 3 22 37 16

86. 92. British American Tobacco (U.K.) / BTI 1.20 5 20 39 22

87. 62. Petroleo Brasileiro (Brazil) / PBR 1.10 3 19 44 20

88. 85. China Mobile (China) / CHL 0.87 1 17 39 24

89. 90. ENI (Italy) / E 0.87 0 15 47 20

90. NR Wal-Mart de Mexico (Mexico) / WMMVY 0.84 2 19 35 29

91. 96. Citigroup / C 0.68 1 16 42 33

92. 83. CNOOC (China) / CEO 0.66 2 11 41 28

93. 89. Indust. & Comm. Bnk of China (China) / 1398 0.66 1 12 40 28

94. 97. Bank of America / BAC 0.56 3 16 34 41

95. 98. Rosneft (Russia) / RNFTF 0.50 0 13 34 33

96. NR American International Group / AIG 0.49 3 15 31 43

97. 94. China Construction Bank (China) / 939 0.46 0 7 44 28

98. 93. Ecopetrol (Colombia) / EC 0.41 1 6 41 31

99. 99. Sberbank Rossia (Russia) / SBRCY 0.36 0 8 36 32

100. 100 Gazprom (Russia) / OGZPY 0.06 1 3 35 45
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Show a Little Respect, Please
In our eighth annual survey, money managers indicated the degree to which they respect—or don’t—the world’s 100 largest publicly traded companies. Apple took top honors again, while JPMorgan and Pepsico fell.
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