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But if our thinking is strong enough and it has good reasons to believe in it and if
it has been backed by good analysis, then, of course, we will say that our
investment will rise in value in the coming year and eventually will lead to an
increase in wealth. So, there is also no binding on the cases like we have a term
in fixed deposit. There we are going to lock our money for certain periods and
after that only we can get it back.

So, for stock investment, one is not required to be disciplined in terms of making
deposits frequently and in a particular amount every month. So, for those
people, it is quite evident that they can gather some money over time and when
they have accumulated some wealth, they can put it in stocks as they get the
right opportunity. They can put it in different stocks from different industries and
different sectors and they can get it diversified also. Moreover, they will do the
proper analysis for their investment which is backed by reasons. So, they should
be prepared for the scenario that the fund may go downward sometimes. So, if
they can tackle these instances by investing in gold and silver, they can
manage this kind of risk for sure. So, the overall investment in a stock market,
including commodity markets, like silver and gold, we can do the best thing is
diversification, and this way we can make good money over the period with the
application of knowledge of risk management. So, any investment that can give
the highest return as I think is by acting passively by investing in the index itself.
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Why the stock market is the
best investment? 
The stock market is one of the best investments one can do. In fact, when it
comes to the best investment, I always say any investment done on yourself is
the best one. Any investment done to improve your skillset is categorized as the
best investment. But when it comes to transforming your wealth from a small
portion to a big lot and when any investment option comes into my mind, I can
say, it is the investment in stocks.

Now, you will be thinking why I am
always imposing importance that
the stock investment is the best
investment. This is because the
stock is something that can be
analyzed very quickly and
efficiently Also this analysis helps
us to get a return that is not fixed,
but variable. So, if our estimates
or thought process goes in the
wrong direction, we may lose
sometimes. 

We can invest in an index like
Nifty 50 or Nifty Next 50, we call it
also Junior Nifty or we can invest
in Sensex and then we sit
passively for next 20-30 years, we
will still get better return
compared to any bank that can
give us as each has been proven
in the history, it will be proved
again in the future. So, this is what
we believe even if we are doing
nothing, no analysis, nothing then
also a stock market is going to
give us the best return.  So,  this is 
what we believe even if we are doing nothing, no analysis, nothing then also a
stock market is going to give us the best return. So why do we think about
anything else? If we think about gold and silver alone, then in gold, we will not get
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Investment is a profitable mechanism. And speculation is a betting
mechanism. 

Investment requires thoughtful process and speculation requires just
enthusiasm. 

Investment will require lots of homework to be done on a plane piece of paper
and speculation requires lots of thinking to be done in mind alone without any
calculation. 

Investment can be done based on risk appetite and speculations are always
done considering that risk is there and still we are going to play best on our
mind without doing any homework. 

Investment requires a strategy, and speculation is a strategy-less, it is just a
hype. 
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that return that we are getting in the equity index also we're hardly getting the
fixed rate of interest which is not beyond 7-8%.

We are losing money on all fronts except our investment in the stock market
where we are investing in industries, and we are believing that India is growing
that it is growing at a faster pace. Indian growth is accelerating actually and
that's why we should invest in the stock market in India. 

Here, we have the top myths of
Stock Market –

We hear somebody we do that; we think something, and we do that, we do not
validate the reason we do not go with logic, that’s where speculation fails and logic-
based investment wins. 

Myth 1: Stock Market is gambling. - Basically, the stock market is a
probabilistic game, it is not gambling. If your research is a quality one, you will
always win in the long run.

Myth 2: You need to be a qualified financial analyst to take investment
decisions – No, even an ordinary person with the training and required
knowledge can start investment and even trading.

Myth 3: Bank deposits give assured returns – Nopes, like any industry, may fail,
and a private or public sector bank may also get into trouble. Keep your
wealth diversified.

Myth 4: Trading is profitable if you have a small sum say 1L rupees. – No, you
can still invest 1 Lakh rupees instead of putting that in trading like gambling.
It’s better to harvest a 10% return in a year than to lose it all in hope of making
quick money

Myth 5: Risk Vs. Return, you should always prioritize return – No, protect your
capital first, always do the right trade-off between risk and return. Never take
a call where you may end up with all your capital, even half of it.

Investment Vs Speculation 
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Mr. Market: Imagine you are in a partnership with Mr. Market, where you can
buy or sell shares. Each day, Mr. Market offers you prices for shares depending
on his mood. If Mr. Market is in a very optimistic mood, he will offer very high
prices. In this case, an investor should cash out of shares. If Mr. Market is in a
very pessimistic mood, he will offer low prices, and this is the time to buy. 

Intrinsic Value:  Intrinsic value represents the true value of the company
based on fundamentals. In the short term, market prices deviate from their
intrinsic values due to changing market sentiments. In the long term, market
prices return to intrinsic values. This process allows us to make profits
because we can buy stocks when they fall below their intrinsic values. We
then hold them until they return to their intrinsic values in the long term.

Margin of Safety: The margin of safety is the essence of valuation. Since the
estimates of intrinsic value involve subjective assessments, there is a
possibility of being overly optimistic. The margin of safety provides a cushion
by adjusting the optimism from the forecast. Say, for example, your estimate
of intrinsic value is Rs 100. Taking into consideration a margin of safety of 20%,
you can adjust the value to Rs 80. This will ensure that you do not overpay for
any asset.

Investment Horizon: Value investing works in the long term because that is
when prices return to their intrinsic value. Value investing does not aim to
predict what stock prices will do 2 days or 2 months from now. Instead, it aims
to pick undervalued businesses that will outperform in the long term. This will
eventually reflect in the stock price.
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Value investing is an investing style pioneered in the early 1920s at Columbia
Business School by Benjamin Graham and David Dodd. Until then, stock market
investing was driven mainly by speculation and insider information. Graham,
who is known as the father of value investing, sums up the crux of value
investing in his classic work The Intelligent Investor:

Introduction to Value Investing 

Four Pillars of Value Investing
by Benjamin Graham

An investment operation is one that, upon thorough analysis,
promises the safety of the principal and an adequate return.
Operations not meeting these requirements are speculative.

Value investing is an investment approach that seeks to profit from identifying
undervalued stocks. It is based on the idea that each stock has an intrinsic
value, i.e. what it is truly worth.

Through fundamental analysis of a company, we can determine what this
intrinsic value is. The idea of value investing is to buy stocks that trade at a
significant discount to their intrinsic values (i.e. they are cheaper than their true
value). Once we buy an undervalued stock, the stock price eventually rises
towards its intrinsic value and makes a profit for us in the process.

Value investing is conceptually simple, though requires effort to implement. The
research process focuses on finding out the intrinsic value of a company and
the primary tool for researching a company is called fundamental analysis.

Let us understand these bits of value investing more closely...
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Step 2: A Moat to Protect Your Castle
If we look at the castles, there is a deep moat all around. This moat was
typically filled with water and crocodiles or other predatory reptiles to
keep the attackers/enemies away. In value investing too, you should
look to protect your castle.

In simple words, you should look for companies with a sustainable
competitive advantage. The larger the advantage, the wider the moat.
This moat would protect the business from the competition.

And if the company is able to use its competitive advantage to widen
the moat over time, then it is the perfect business to be in.

Companies that have a wide moat are able to earn higher returns for its
shareholders. They are able to do so consistently year after year, every
year. This in turn propels its projected stock value.
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Warren Buffet’s Four Filter
Approach to Value Investing
Step 1: Identifying Circle of Competence

This comprises of identifying all the businesses that you are familiar with
and thoroughly understand.

For value investors, it is important to invest only in businesses that they
understand. Value investors must focus solely on areas of business
where they believe they have an edge over the average investor.

Likewise, staying away from what you don't understand is equally
important.

Step 3: Able and Trustworthy Management

The results of the company
The treatment of the company's shareholders
How well it allocates capital

Perhaps among the various factors that need to be looked at before
investing in a company, management is the most important. Able and
trustworthy management means that management consistently
demonstrates competence and works in the interest of shareholders.

There are three main factors in assessing management:

Step 4: A Sensible Price Tag
Finally, a sensible price tag for stock selection is nothing more than
having a margin of safety that we discussed earlier. It consists of
valuing the company's true market value per share by various valuation
methods.

2022 MONEY LOVES SPEED AND INSTITUTE OF DERIVATIVES



COMPOUNDING
POWER OF

C H A P T E R  2

2022 MONEY LOVES SPEED AND INSTITUTE OF DERIVATIVES



CH
AP

TER
 2 

:  P
OW

ER
 OF

 CO
MP

OU
ND

ING
 P

ag
e 

9
Understanding the power of
compounding 
Albert Einstein was the more genius person ever to live on this planet. He was
asked about compounding, and he said that compounding actually is the
eighth wonder of this world. So according to him the most powerful thing, the
strangest thing which people see in their life, but still, they don't know how
strange it is and what is the significance of this thing is that the compounding
can make even a beggar a millionaire over a period of 20 to 30 years if he keeps
investing his savings regularly and he does not touch that amount for the next
30 years. So, this is the power of compounding. We generally ignore this power
of compounding, and we do all the expenses in our life as we spend money on
luxury things, we spend money on unnecessary things, and we spend it all. We
do not save money. Even if we save money, we keep it in a savings bank
account. 

When the interest rate is low compounding works gradually, but if the interest
rate is high, that compounding works like a fire. If you have invested some
amount at the higher rate of interest, and the compounding works there, then if
you're not withdrawing the amount and you just keep depositing amount every
month or every six months like that, and if you're compounding is really at a very
high-interest rate the expected rate of return which is maybe 12% or 15% or 20%
like that, then then, in that case, you will see that even in 20 years or 25 years,
your sum of funds will become a massive one. And you can become a
millionaire in a period of 20 years even if you are not doing any extraordinary
things but just keeping your savings in a fund where you are getting interest
equivalent to 20% or even 15% but that is being compounded year after year..
And sometimes compounding principle allows frequency even on the monthly
basis means every month compounding is happening. 

2022 MONEY LOVES SPEED AND INSTITUTE OF DERIVATIVES
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So, if the interest rate is high, and compounding is having frequency like every
month, or it is exponentially like every second compounding is happening then
that fund is going very fast. And in that case, your return will also be very high.
And this is the power of compounding. So, as I said earlier, compounding of
interest rate in our principal amount may lead to an amount which will become
100 times also if the interest rate is very high and compounding is very frequent
like a per month. We need to be careful when we're doing a recurring deposit.
You can choose the bank which will give you a fixed rate of interest rate of 8 to
10%. I think and, in that case, you can also choose index funds or some reliable
business-related fund where you can trust and that is giving you a higher
interest rate like 10-15% like that. And then you can make rapid growth in your
income in the following years, and you can become a millionaire by just saving
and investing.

The past 20 years have given a 12–14% CAGR return in
Sensex, one may expect a similar return in the next 20
years in the Indian equity market. If you have invested
INR1 lakh in the Sensex at the time of inception, your
money will grow more than INR4 crore today, this is the
power of compounding in the equity market. 
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On the last page, we have given you an example of Sensex, if you stayed
invested in the indices since inception how much you already have earned. Let’s
not go to the past 40 years to calculate 17%+ returns compound growth. Let’s
take a past 10-year horizon, Sensex has given you a CAGR of Sensex has been
over 10%. Please stop lessoning market gurus, those who told you to invest in the
indices through SIP (Systematic Investment Plan). Yes, I agree your return will be
higher as compared to investment in Fixed Deposit (6.5-7%). However, investing
in the market you will be exposed to market risk, hence you should expect a
return of more than 15%. 

When you plan to invest in the indices as SIP, then consider the time horizon
should be more than 20 years. For a long period of time (> 20 years), you would
negate the volatility of the market, which means within your investment horizon
you must go through two to three economic cycles (rescission and bull run). In
this case, your SIP will give you a significant return.   

What if you do not have time to seat on your investment for more than 20 years.
If you want to make a 20-30% return annually reduce the time horizon to less
than 5-10 years. Then you need to identify the stocks which give you multi-
bagger returns and create a multi-bagger portfolio. Let’s see some of the multi-
bagger stocks in the past.  

2022 MONEY LOVES SPEED AND INSTITUTE OF DERIVATIVES
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On the last page, we have provided you with some of the stocks that had given
you multifield returns in the last 5 years. If you had invested in the portfolio with
these stocks, you should have booked staggering profit without taking a
significant risk (investing in penny stocks) in your portfolio. In the year 2022, you
have the same opportunity to identify the next multi-bagger stocks and build
your own portfolio. Therefore, I request you to read the entire book and join the
workshop, where we will disclose how to identify the next multi-bagger stocks
and build your own portfolio based on your risk appetite. Stock market investing
is a life skill, learn Value Investing and Growth Investing strategies seriously. If
you master these skills, you can make a significant amount of money investing
in the Indian Stock Market and lead a lifestyle of Financial Freedom. 

If you're ready to invest and don't need the money for at least five years, then
yes, jump in. This is a great time to invest with the backdrop of the Russian-
Ukraine Crisis, 2022 is off to a rocky start. With the increase in energy prices
causing inflation to record high, the ongoing pandemic and interest rate
increases have all caused volatility in the market. Some of the stocks’ valuations
come down to the desired price, please take advantage of the opportunity now.
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What are the Asset Classes to
invest in India?
In India, an individual can invest in  Fixed income assets:

Bonds
Fixed income funds
Bank Fixed deposits
Recurring deposits in Banks and post office
National savings certificate
Kishan Vikas Patras
Monthly Income scheme (Banks/PO)
Senior citizen schemes, multiple products for 60+ aged people

Variable income assets:
Equity
Commodities (nonmetal)
Real estate
Gold & Bullion
Cash & cash equivalent
Derivatives

What is Fixed Income Security?
Fixed income is a class of assets and securities that pay out pre-committed
funds to the investors, typically in the form of fixed interest or dividends. Like
Fixed deposits, Bonds. At maturity, investors are repaid the principal amount
they had invested in addition to the interest they have received. Government
and corporate bonds are the most common types of fixed-income products.
Like Infrastructure bonds. In the event of a company's bankruptcy, fixed-income
investors are getting priority over equity investors.

What is Equity?
Equity typically referred to as shareholders’ right over the company’s return,
represents the amount of money that would be returned to a company’s
shareholders if all of the company’s assets were liquidated and all of the
company’s debt was paid off in the case of liquidation. In simple terms, the
stocks of companies that are traded in the stock market are known as equity
which an investor can buy to be the equity holder of the company.

What is BlueChip Stocks? 
Blue-chip stocks are shares of very large and well-recognized companies with a
long history of sound financial performance. These stocks are known to have the
capabilities to endure tough market conditions and give high returns in good
market conditions. 

Blue-chip stocks generally cost high, as they have a good reputation and are
often market leaders in their respective industries. Oliver Gingold, who worked at
Dow Jones, coined the phrase ‘Blue Chip’ in 1923. Since then, the term has been
used to refer to highly-priced stocks, but now it is used more commonly to refer
to high-quality stocks. These are stocks that generally deliver superior returns in
the long run. Connection with Casino: Some people also relate blue-chip stocks
to blue betting disks in the game of poker, where the blue disk has the highest
value while the white one has the lowest. 
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Consistent annual revenue over a long period, 
Stable debt-to-equity ratio, 
Average return on equity (RoE)
Interest coverage ratio besides market capitalization
Price-to-earnings ratio (PE)As per Market capitalization, 

How to select blue-chip stocks: Several parameters can be considered to
identify blue-chip companies 

India’s leading blue-chip companies today are State Bank of India (SBI), Bharti
Airtel, Tata Consultancy Services (TCS), Coal India, Reliance Industries, HDFC
Bank, ONGC, ITC, Sun Pharma, GAIL (India), Infosys, and ICICI Bank.

What is Growth Stock?
When it comes to stocks, "growth" means that the company has substantial
room for capital appreciation. These tend to be newer and smaller-cap
companies, and/or those in growth sectors like technology or biotech. Growth
stocks may have low or even negative earnings, often making the high P/E
stocks.

Investment in growth stocks can be risky. Because they typically do not offer
dividends, the only opportunity an investor has to earn money on their
investment is when they eventually sell their shares. If the company does not do
well, investors take a loss on the stock when it’s time to sell. Investors expect
growth stocks to earn substantial capital gains as a result of strong growth in
the underlying company. This expectation can result in these stocks appearing
overvalued because of their generally high price-to-earnings (P/E) ratios.

What is Dividend Stock?
Dividend stocks distribute a portion of the company's earnings to investors on a
regular basis. Most Indian dividend stocks pay investors a set amount either in a
year or in half a year, and the top ones increase their payouts over time, so
investors can build an annuity-like cash stream. (Investors can also choose to
reinvest dividends if they don't need the stream of income). 

Companies that pay dividends tend to be well-established, so dividend stocks
may also add some stability to your portfolio. so, these dividend-paying stocks
are low-risk investments. 

How are Dividends paid?
Usually, dividends are paid out on a company’s common stock. There are
several types of dividends a company can choose to pay out to its
shareholders. Cash dividends. The most common type of dividend. Companies
generally pay these in cash directly into the shareholder’s brokerage account.
Stock dividends. Instead of paying cash, companies can also pay investors with
additional shares of stock. Dividend reinvestment programs. Investors can also
reinvest any dividends received back into the company’s stock, often at a
discount. Special dividends.  These dividends payout on all shares of a
company’s common stock, but don’t recur like regular dividends. 
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S Stocks that give returns that are several times their costs are called multi-
baggers. These are essentially stocks that are undervalued and have strong
fundamentals, thus presenting themselves as great investment options. Multi-
bagger stock companies are strong on corporate governance and have
businesses that are scalable within a short span of time. A stock that doubles its
price is called a two-bagger while if the price grows 10-times, it would be called
a 10-bagger. Thus, multi-baggers are stocks whose prices have risen multiple
times their initial investment values.

How do identify multi-bagger
stocks?

2. Check on previous quarter performance: Keep a check on the company’s
revenue multiples on a quarter-on-quarter basis. If the multiples are low but the
company is performing at the operational level, then that can be a hint that the
company has significant upside potential.

1. The company's debt level should be within reasonable limits: There are no
defined levels per se for debt, as it will vary from industry to industry. However,
as a ballpark measure, debt should not be more than 30 percent of the equity
value.

3. Sources of earnings: Along with the revenue numbers, check the sources from
which the company is making money. Is the primary revenue segment set to
grow at the macro level? Are the operations of the company easily scalable? If
yes, then the stock may have the potential to be a multi-bagger.

4. Earnings and price multiples: Calculate the trailing 12-month EPS and revenue
to arrive at the current PE and price /sales ratios. If the PE level is growing faster
than the stock price, then its chances of being a multi-bagger are bright.

5. Check out the business model/capex/ structural/management changes: Be
on the lookout for any major changes in the quarterly results/annual reports
that could have a significant impact on the company’s operations.

Checkout our workshop to learn the art of selecting multibagger stock. Click the
link below: 
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A company often issues a special dividend to distribute profits that have
accumulated over several years and for which it has no immediate need.
Preferred dividends. Payouts are issued to owners of preferred stock. Preferred
stock is a type of stock that functions less like a stock and more like a bond.
Dividends are usually paid quarterly, but unlike dividends on the common stock,
dividends on preferred stock are generally fixed.

What is Growth Stock?
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What are Annual/Quarterly
Reports? 
Annual/Quarterly Reports are statements that present an actual view of the
financial performance of a  company at the end of each financial year/quarter.  
It reflects all financial transactions taking place in an organization. 

Why Financial Statement
Analysis is important? 
Financial Statement Analysis is one of the
important processes of examining a company’s
performance in the context of its industry and
economic environment in order to arrive at a
decision on whether to buy/ sell / or hold your
position. Reading Annual Reports is essential
since they provide information about a
company’s informatics. 

One should look at key performance indicators in a company's financial
statements before they make the decision to invest in the Company. In
addition, financial statements are also scrutinized by creditors, regulators,
credit agencies, external stakeholders, etc.
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The main aim of the preparation of financial statements is to keep the owners,
shareholders, management, government, and other interested parties informed
of the actual financial standing of the company. It is, therefore, important that
the financial statements are prepared very carefully by collecting all the
relevant data. 

What are the Components of
Financial Statements?

Devil is in the Details

Investors should always read the annual report if they're interested in investing
in a company. Often, the most essential components of the annual report
include: 

Financial Statements consist of an Income Statement, Balance Sheet, Cash Flow
Statement, and Shareholders’ Equity Statement. Each component serves a
purpose and helps understand the business’s financial affairs in a summarized
fashion. 

In addition to the aforementioned statement, the investor should look at the
Management Discussion & Analysis section, Notes to Accounts, and Media
Announcement section on the website. The Management’s Discussion and
Analysis (MD&A) is an important disclosure in an annual report because it
summarizes the financials and relays management’s insights into the
company’s performance. Notes to the financial statements disclose the detailed
assumptions made by accountants when preparing a company's: income
statement, balance sheet, statement of changes of financial position, or
statement of retained earnings. The notes are essential to fully understanding
these documents. 

Read 7 Sections in the Annual
Report

1: Business Profile
Read the annual report to understand what are the products and
services they are offering, what is the position of the company against
its peers, what is the market position in the industry. We should never
invest in a stock without knowing this information. The Company Profile
section provides a basic summary of the company. It includes a
description of the company, the year it was founded, industry, verticals,
the number of employees, and other information.

2: Growth Forecast
Our goal is to identify what are the growth prospects of the company
not only in the past performance by in upcoming years. Also identify
what are the sources of its growth, and how sustainable is that grown
likely to be?  Looking  at the MD&A section you  can identify the quality of 
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4: Risks & Mitigants
Learn about the types of financial risks the company could face, and
how they manage the risk. There will always be risks involved with
running a company. Risk in business comes in many forms, including,
financials, competition, economics, reputational, legal, natural disasters,
etc. In the annual report, you may get the risk and mitigants section,
where the company provides a write-up on business risk. The goal is
simply to know, what type of risk the company is exposed to, and your
investment gets affected. 
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the growth. High-quality growth comes from increasing market share
either by launching new products, venturing into new geographies, or
through acquisitions. The goal is simply to know, how a company is
growing. 

3: Selected Financial Data
You get information on segment-wise performance in the last two
years, key raw materials consumed, etc. Some companies publish
financial highlights of 5 to 10 years in annual reports. You will get to
analyze the trend of revenue, earnings before interest, tax, depreciation
and amortization (EBITDA), profit after tax (PAT/Net income/loss) from
the income (profit and loss) statement and also get a glimpse of
shareholders equity, assets, debtors, liability and total debt from
balance sheet over the years. Important ratios are also presented in
charts over a 5 to 7 years timeline. We will discuss more in the next
chapter. 

5: Notes to Accounts
Accounts Note of financial statements consists of details related to the
information mentioned in the main body of financial statements. These
notes (or footnotes) inform of important accounting policies, company’s
commitments, breakdown of sales, breakdown of purchases, details of
assets and liabilities, potential profits and losses, etc. The information
provided by notes to accounts is critical for concisely understanding
and evaluating the financial statements of the company. Investors who
only focus on the main body of financial statements as well as notes to
accounts. 

6: Corporate Governance
Corporate governance is the structure of rules, practices, and processes
used to direct and manage a company. Read the key management
personal qualification and experience, company's board of directors,
Auditors reports, changes in accounting standards, etc. The basic
principles of corporate governance are accountability, transparency,
fairness, and responsibility. Investors should invest in companies with a
good record of corporate governance in place.

7: Corporate Governance
In the management discussion and analysis (MD&A) section of the
annual report, management provides commentary on financial
statements, systems and controls, compliance with laws and
regulations, and actions it has planned or has taken to address any
challenges the company is facing. Management also discusses the
upcoming year by outlining future goals and approaches to new
projects. The MD&A is an important source of information for analysts
and investors who want to review the company’s financial
fundamentals and management performance.
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How to read the Balance Sheet
Statement?
The balance sheet summarizes a company’s financial position at a point in
time. It has four major sections — assets, liabilities, shareholder’s equity, and
notes. To read a balance sheet, you need to understand its different elements
and what the reported figures tell you about the health of your business. 

The balance sheet becomes a crucial statement to understand and analyze to
determine if an organization is in good shape or struggling. Let us understand
the component of the balance sheet:

Accounts receivable: these are short-term payments owed to your
business, for example, outstanding invoices your clients will pay soon
Inventory: for businesses that sell physical products, inventory includes
finished products, in-progress products, and raw materials
Cash: includes checks, hard currency, and unrestricted bank accounts

Current assets are items of value owned by your business that will be converted
into cash within one year. Current assets include:

Tangible Assets: Include items such as property, machinery and equipment
like computers and printers
Intangible Assets: Are assets that aren’t physical by nature and include
goodwill, copyrights and patents.

Non-current assets are assets that can’t be converted to cash easily and won’t
be converted within the next year. Non-current assets include both tangible and
intangible assets.

Most non-current assets reported on a balance sheet are calculated with
depreciation, which refers to the cost of the asset over its useful lifespan.

Understand Current Assets

Look at Non-Current Assets

Scrutinize Liabilities Side

Current Liabilities: These are short-term liabilities that must be paid within a
year, including accounts payable, payroll, and current payments toward
long-term debts.
Long-Term Liabilities: These include debts, loans, and other financial
obligations due in more than a year from the date reported on the balance
sheet.

Next in reading a balance sheet, you’ll need to understand the business’s
liabilities. Liabilities are the financial obligations the business owes to someone
else. Liabilities are divided into two types:

 Current Assets

 Non-Current Assets
+
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Understand Shareholders
Equity

Reserves & Surplus: Net profit/loss is moved each year from the income
statement into the balance sheet under the head ‘Reserves & Surplus’. This is
also shareholder’s money, which they chose to keep in the company and
reinvest in the business. While equity may be called contributed capital,
reserves and surplus are called retained capital.
Share premium reserve: Shares premium is the excess of the issue price
and the par price. 
Revaluation reserve: A revaluation reserve is a non-cash reserve created to
reflect the true value of the asset when the market value of a certain
category of asset is more or less than the value of such asset at which it is
recorded in the books of account. This reserve’s purpose is to reflect and
account for in the books, the real and fair value of an asset. 
Treasury stock: Treasury stock, or reacquired stock, is the previously issued,
outstanding shares of stock that a company repurchased or bought back
from shareholders. The reacquired shares are then held by the company for
its own disposition. They can either remain in the company’s possession to
be sold in the future, or the business can retire the shares and they will be
permanently out of market circulation.

Next on the balance sheet, you’ll need to understand shareholders’ equity.
Shareholders equity refers to a business’s total net worth. It includes the initial
sum of money an owner invests in the company. If a business reinvests its net
earnings into the company at the end of the year, those retained earnings are
reported on the balance sheet under shareholders’ equity.
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Let's look at the Ambuja Cements Limited
Balance sheet

Let us analyze the balance of Ambuja Cement, first, we need to start with the
source of funds. As we already discussed on the previous page, there are two
types of sources of funds on the liability side of the balance sheet; Equity and
External obligations (including Debt and liabilities).

1st Step: Compared two years’ balance sheet, look at any change in the source
of funds (total equity + Liabilities sides). Check whether it is increased or
decreased as compared to previous year. 

In the Ambuja Cement case, the total liability side had increased by INR2.69cr
as compared to last year. 

2nd Step: Identify how the total liabilities side had increased, is it from an
internal source or external source. If it is the internal source, then the company
must generate a good net profit. If it is an external source, check what is the
external source, is it debt or increase in creditors, or current liabilities.

Now look at the example of Ambuja Cement, total equity had increased,
which means the company had either issued new shares or increased
retained earnings. In this case, retained earnings had increased (check the
previous  page), which is a good sign.  Non-current liabilities had decreased
due to repayment of lease liability a form of  external debt (note 27). 
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We have created 3 Simple Steps to analyze the balance sheet, which we call the
TDS System of Balance Sheet Analysis. We will, however, discuss two steps in this
book. The third step we will discuss in our 5-day Live workshop. The third step is
very critical and very dynamic in nature because you must correlate with
Economic Industry Company (EIC) Framework; therefore, we’ll discuss it in the
Bootcamp.  

Total current liabilities had increased by INR0.8cr, we need to look at each
component. Check the notes to accounts if you find any unnatural movement
in numbers. In the Ambuja cement case the movement is negligible. 

We have already analyzed what is the source of the fund on the liabilities side,
we need to check at what is the use of the fund. Since the balance sheet is
always balanced, we need to check how the company deployed the funds. 

Step 3: If there is a change in the total liabilities side, there should be a change
in the asset side also. Start with Non-current assets and then-current assets.
Let’s look at our example of Ambuja Cement:  

There is a marginal increase in non-current assets in the case of Ambuja
cement, however current assets had increased significantly. Let’s check in
detail why current assets had increased. You need to go to the notes to
accounts if you need to analyze it further. In this case, cash balance had
increased which is also good sign of a company.
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Step 1: The first step we have already discussed in the previous pages. Whare
you need to analyze historical trends of the balance. Take at least a five-year
balance sheet and analyze the trend of its source of funds and usages of funds,
you will get a fair idea of where the company is going. By looking at the balance
sheet you will get to know whether it is a mature company or a growth
company. 

Step 2: The second step we will discuss in detail is our ratio analysis section.
Here we will analyze the condition of the balance sheet, such as the leverage or
gearing position, liquidity position, working capital cycles, quality of assets
(intangible vs tangible), debt repayment capability, short-term financing vs
long-term financing, and other current liabilities, so on. 

Step 3: In this section, we analyze the balance sheet with general trends in the
industry, i.e., analyze the balance with its competitors. Further, we should
correlate sources and uses of the fund with economic cycles and industry
trends. Analysts should figure out the synergy of how management reacted to
the economic situation. 

Let me give you an example, during the Covid Crisis, most companies faced
challenges with working capital management due to lockdown. Therefore, many
companies had taken short-term working capital loans to fund their working
capital management. As an investor, we need to identify the synergies of the
balance sheet along with the industry and economic situation. Since this step is
dynamic in nature, we prefer to discuss it in the workshop. 

If it sounds complicated, yes, it is complicated therefore finding multi-bagger
stocks is so difficult if you go in an unstructured way. However, in the workshop,
we will disclose the process and technique of how to read balance sheets at
lesat10x faster than you think.
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Revenue: The amount of money a business takes in during a reporting period
Expenses: The amount of money a business spends during a reporting
period
Costs of goods sold (COGS): The cost of component parts of what it takes to
make whatever it is a business sells
Gross profit: Total revenue less COGS
Operating income: Gross profit less operating expenses
Income before taxes: Operating income less non-operating expenses
Net income: Income before taxes less taxes
Earnings per share (EPS): Division of net income by the total number of
outstanding shares
Depreciation: The extent to which assets (for example, aging equipment)
have lost value over time
EBITDA: Earnings before interest, depreciation, taxes, and amortization

Your income statement is broken down into different line items. Some of those
line items can be grouped together into categories, while others stand alone as
categories of their own. Before we start analyzing the income statement, let us
look at the different line items:

Try to analyze the income statement in terms of Direct and Indirect costs. Direct
cost is often known as the cost of goods sold, which means to produce a
product what are the costs are absolutely essential. Let’s take an example of the
manufacturer company of Pencil. A company needs to purchase raw materials,
wages to pay its labor, Overhead costs, like utilities for the manufacturing site,
shipping or freight costs, and other direct expenses like power or electricity.  This
type of direct expense is known as the cost of goods sold. 

How to read the Income Statement?
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What is an Income Statement?
Income Statement summarizes all income and expenses over a given period,
including the cumulative impact of revenue, gain, expense, and loss
transactions. Income statements are often shared as quarterly and annual
reports, showing financial trends and comparisons over time. 
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Gross Profit = Revenue - Cost of Goods Sold

After gross profit, we have Operating profit. It is the total income a company
generates from sales after paying off all operating expenses, such as rent,
employee payroll, equipment, and inventory costs. Let’s take a similar example
of a pen manufacturing company, what should be its operating expenses, it
may be rent for the office, employee expenses, marketing, payroll, insurance,
step costs, and funds allocated for research and development. The company
also records depreciation and amortization as operating expenses. Whenever a
company purchases an asset, it is used for a long period of time, and hence, the
company writes off the expenses over a period of time as a deprecation. 

Operating Profit = COGS - Other Day-to-Day Expenses 

EBITDA = Operating Income + Depreciation & Amortization

Non-operating expenses can be explained as those costs which are not related
to a firm’s core operations and are recorded in the income statement. These
expenses are  loan interest,  �accounting fees, currency fluctuation, gain/loss of
sale of assets. After adjusting nonoperating expenses and taxes, the company
calculates net profit and loss. 
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Many non-operating gains or losses are non-recurring, which leaves room for
accounting manipulation. A company may record a high non-operating
income to hide its poor performance on core operations. It may also manipulate
its operating income by including gains incurred by activities unrelated to the
core business. A sudden, substantial increase in profit could  be caused by the
inclusion of non-operating income

Therefore, an investor should scrutinize the financials report thoroughly and also
analyze the quality of profit the company is reporting. Always check if the net
profit increases due to an increase in sales or efficient cost management or
recording one-off extraordinary incomes. Income such as a gain from the sale
of assets, or provision written back or foreign currency gains, etc may increase
the net profit for a particular period, however, this is not sustainable in long term.
The investor should look at the company’s net profit with skepticism if there is
any abnormal growth due to extortionary items. 

The net profit is either distributed to shareholders or is accumulated to reserve
or surplus. Reserves and Surplus are all the cumulative amount of Retained
earnings recorded as a part of the Shareholders’ Equity and are earmarked by
the company for specific purposes like buying fixed assets, payment for legal
settlements, debts repayments, payment of dividends, etc.  

Higher net profit increases the shareholder wealth, so an investor should look at
the company with a healthy bottom line (net profit). Higher the net profit, the
higher the shareholder wealth so the higher the share price. If an investor wants
to build a multi-bagger stock portfolio, select the stocks which are a higher
growth prospect of net profit.  
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*Treatment of Depreciation is a little critical. If the company is in the
manufacturing industry, take depreciation direct cost,  if it is in the service
sector, then depreciation should be the indirect cost. 

I have given you a simple example, of how to derive gross profit, operating profit
(EBIT), EBITDA, etc., from the income statement. Off course, you need to go to the
notes to accounts and refer to individual ledgers for better judgment. 

We have given an overall idea of how to read an income statement. In our 5
Days of the workshop, you how you can download and analyze the financials
information of a company within 5 minutes. You can see get financial
information from any company on a website like a screener.in or
moneycontrol.com. Information is easily available on the internet, what is
important is how you interpret that information and make an investment
decision in your favor. 

Let’s get back to our example, how we can analyze the income statement. We
had already discussed, 3 simple steps to the balance sheet, the same approach
we will apply in income statements

Let's look at the Ambuja Cements Income Statement
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Let’s look at the Trends of Revenue of Ambuja Cement:

I have given you a simple example, of how to derive gross profit, operating profit
(EBIT), EBITDA, etc., from the income statement. Off course, you need to go to the
notes to accounts and refer to individual ledgers for better judgment. 

Despite the economic slowdown, the company reported stable revenue. FY22
revenue had increased by 23%, which is good by looking at trends. But you need
to factor in that post covid in 2020, the economy had grown a sharp rise and
there is a demand for infrastructure in the country. Overall cement industry
growth is 8%, hence if you factor out the growth of the industry the Company
had grown 15% more than the industry. This looks like a good picture of the
company.  Similarly, we need to see other items in the income statement such
as operating profit, EBITDA, PBT, and Net Profit.

Let’s take another example of operating expenses: 
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We observe that the power and fuel cost of the
company had increased during the year. As an
analyst you need to checkout what was the reason
for the increase, where the increase in fuel cost
make any sense with the market and economic
condition. Checkout what management had to say
on rising fuel cost. As discussed with the diagram
above, you need to analyse the income statement
with TDS system, here you need to find out if there
is any synergy with economic and market
condition with increase in cost. 
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Similarly, you need to go to notes to account to understand what are the items
the company putting as expenses. This will give you fair idea about the
company's operations. Please check a notes to accounts of other expenses of
Ambuja Cement: 

To know more about the Income Statement Analysis of Multibagger stocks,
please join out workshop, whare we will not only demonstrate how to analyze
potential multibagger stocks from the stock exchange (NSE and BSE) but also
we will show how you can read income statement within less than 2 minutes.
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1. Cash From Operating activities:
Firstly, here the first step in the
preparation of a CFS is the
identification of cash inflows and
outflows from operating activities.
Operating activities includes only
revenue-producing activities or
direct cost incurred during
production: such as the purchase
of raw material, cash received
from customers, salaries paid to
employees, and other operating
cash inflows and outflows.

So, how to calculate operating
activities? In accounting, there are
two procedures for calculating
operating activities, to clarify, the
first one is the Direct method and
the second one is the Indirect
Method. 

Operating activities
Investing activities
Financing activities

The purpose of a cash flow statement is to provide a detailed picture of what
happened to a business’s cash during a specified period, known as the
accounting period. It demonstrates an organization’s ability to operate in the
short and long term, based on how much cash is flowing into and out of the
business.

The cash flow statement is typically broken into three sections:
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What is an Cash Flow Statement?

For most of the annual reports, you will get the indirect method. Let’s check the
indirect method, under this method accountants undo all the impact of
accruals by eliminating non-cash items from net income. Because the net
income is calculated by using an accrual accounting basis which reported
each revenue and expense in the period in which they incurred. Consequently,
the adjustments are made by subtracting all non-cash expenses and revenues
from net income.

2. Cash From Investing Activities:
Secondly, the second step in the preparation of CFS is the calculation of
investing activities. So, Investing activities are associated with the buying and
selling of non-current assets. Therefore, it includes changes in cash position
made due to purchasing and selling of long-term assets- purchase or sale of
equipment, contracting new building, or buying of vehicles.

3. Cash From Financing Activities:
Thirdly, the third step is the calculation of financing activities. So, Financing
activities deal with the equity and borrowing structure of the company. Thus,
any increase and reduction in the company’s capital or long-term liabilities are
reported in the financing activities. Moreover, it includes issuance or repurchase
of common stock, any dividend paid, and borrowing or repayment of debt.
Further, non-cash financing activities such as discounts made should not be
included in the financing activities because it has no cash effect.
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Let’s discussed again, we have an Income statement, Balance sheet, and Cash
Flow Statements, they show us different pictures of the company. Now if you
want to be an investor, you got to learn the language of business is found in
these three financial statements, the balance sheet, the income statement, and
the cash flow statement. 
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Analyzing Cash Flow Statement

A cash flow statement is used to determine
if a company is healthy. As an investor, you
need to look at how cash is coming into the
business and how cash is going out. That's
the critical aspect of the cash flow
statement. An earnings statement tells you
if you're profitable. The balance sheet tells
you that you have a company that's worth
more than what you owe, and the cash flow
statement is there to show you that the cash
is available for you to function. So, the cash
flow statement it's kind of like looking at the
fuel on a car. 

Looking at the cash flow statement, analysts
should look at the big red flags in the Cash
flow statement.  So, the first big red flag to
work for when we're looking at a cash flow
statement is you go down to the first major
section of it, which is operating cash flow, or
cash flow from operations. 

If cash flow is negative, then that means you're losing cash as you're going
forward. That does not mean the company will file for bankruptcy. The Company
gets bankrupt when it cannot pay its external obligations not because it had
negative results. As long as the company is liquid, that means it is continuing to
receive funds it will continue to operate. Negative operating cash flow must be
funded either by investing activity or financing activities. That means negative
operating cash flow is either coverup by selling the asset (investing activities) or
selling equity or raising debt (financing activities). 

Now, check for a big, big, big red flag on a cash flow statement, when the
Company had negative operating cash flow, however it is taking its debt to pay
its dividend. You've noticed that the company doesn’t have to cash flow out of
operating cash to pay the dividends. So where did they get the money? Taking
debt to pay its shareholders, is a red alert for investors. 

If the money isn't coming from actual operations, check where is it coming
from? And then you see that they're borrowing as much money as they're
paying out dividends. Huge red flag! You need to watch for a reason. 

There are some exceptions, Apple computers are exactly the opposite. They
have huge cash flow, the giant cash flow that comes in cash flow is way bigger
even than their earnings. And so, when you're looking at a company like Infosis,
you could put a value on it. That's maybe larger than what you would expect to
see these earnings grow. Because it's so much cash, Reliance back in its heyday,
same kind of thing, just drawing cash like a maniac. So really good companies
produce real good cash flow growth. And of course, some point that turns into
free cash flow can go into the pockets of the investors. 
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Now look at the cash from operating activities first, what we can see despite the
increase in Profit After Tax (PAT), cash from Net Cash From Operating Activities
(NOCF) had decreased. Analysts need to find out why NOCF had decreased
despite an increase in EBITDA. If you look at the working capital changes, the
adjustment is negative. This means when the current liabilities exceed the
current assets. 

Negative working capital can come about in cases where current assets
increases or a payment is made to creditors. Let's check, what happening in
Ambuja Cement, here you can see inventories and receivables have increased.
Therefore, we can say that the company had extended more credit to sell its
products to its distributors. Most of the sales increase (in the income statement)
was due to the company's relaxing credit policy. Now, look at the inventories, it
had increased YoY, which may be from stock absolute. The Company is unable
to sell its inventories, therefore relaxing its credit policy so that it can push sales.
See, how analysts should look at the cash flow statement. You can also check
out the balance sheet, it will reflect the same statement. 

Remember, do not try to jump to a conclusion just by looking at the cash flow
statement, an analyst should find out the reason behind the numbers. 

Let's look at the Ambuja Cements Income Statement
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Remember, we have to talk about the TDS system, we need to analyze the Cash
Flow Statement based on the logic applied in both Income Statement and
Balance Sheet. Now look at the Cash From Investing Activities:

If you look at the cash flow statement, you can see the capital expenditure
section first. See, the number is increasing YoY, which means, the company is
expanding its operation. Generally, the company increase its CAPEX for various
reason, say expanding factories, building new factories, venturing into new
markets, etc. In any case, it signifies the company's growth face. If you check the
management discussion section, the management opinion should speak the
same language. Other than CAPEX, there are no major changes in the line item
in the investing activities. Let's look at financing activities. 

Looking at the Cash Flow from Financing Activities, the major line item that
draws our attention is the dividend. Last year the company made a huge
dividend payout as compared to this year. Also, we can see the year-end cash
balance had increased after adjusting for negative investing and financing
activities, which is a healthy sign. As discussed earlier, the company does not file
for bankruptcy due to negative net results. but it goes out of business if the
company had no cash to pay is an external obligation. By looking at the cash
flow statement an analyst can assist the liquidity of the company. 

A Cash Flow Statement is critical for analysts. A seasoned analyst can infer the
company's performance by just looking at the cash flow only. In the workshop,
we will show how you identify multi-bagger stock by looking at the cash flow
statement only. 
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The liquidity ratios measure the liquidity of the firm and its ability to meet its
maturing short-term obligations. Liquidity is defined as the ability to realize the
value in money, the most liquid of assets. It refers to the ability to pay in cash,
the obligations that are due. Corporate liquidity has two dimensions viz.,
quantitative and qualitative concepts.

The quantitative aspect includes the quantum, structure, and utilization of liquid
assets and in the qualitative aspect, it is the ability to meet all present and
potential demands on cash from any source in a manner that minimizes cost
and maximizes the value of the firm. Thus, corporate liquidity is a vital factor in
business.

Excess liquidity, though a guarantor of solvency would reflect lower profitability,
deterioration in managerial efficiency, increased speculation and unjustified
expansion, and extension of too liberal credit and dividend policies. Too little
liquidity then may lead to frustration, business objections, reduced rate of
return, missing of profitable business opportunities, and weakening of morale.

The important ratios in measuring short-term solvency are:
(a) Current ratio
(b) Quick ratio
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 Liquidity Ratios 
 Leverage Ratios 
 Profitability Ratios 
 Valuation Ratios or Market Related Ratios

Ratio analysis is the comparison of line items in the financial statements of a
business. Ratio analysis is used to evaluate a number of issues with an entity,
such as its liquidity, efficiency of operations, and profitability. 

Top 4 Categories of Ratio Analysis:
1.
2.
3.
4.

This ratio measures the solvency of the company in the short-term. Current
assets are those assets which can be converted into cash within a year. Current
liabilities and provisions are those liabilities that are payable within a year.

Current Assets, Loans & Advances/Current Liabilities & Provisions

A current ratio of 2: 1 indicates a highly solvent position. A current ratio of 1.33: 1 is
considered by banks as the minimum acceptable level for providing working
capital finance. The constituents of the current assets are as important as the
current assets themselves for evaluation of a company’s solvency position.

A very high current ratio will have adverse impact on the profitability of the
organization. A high current ratio may be due to the piling up of inventory,
inefficiency in collection of debtors, high balances in cash and bank accounts
without proper investment etc.

What is Ratio Analysis?

1. Category # Liquidity Ratios

Current Ratio:

Quick/Liquid/Acid Test Ratio:
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company, which is known as ‘gearing’. If the proportion of debt to equity is low, a
company is said to be low-geared, and vice versa.

A debt-equity ratio of 2: 1 is the norm accepted by financial institutions for
financing projects. A higher debt-equity ratio of 3:1 may be permitted for highly
capital-intensive industries like petrochemicals, fertilizers, power etc. The higher
the gearing, the more volatile the return to the shareholders.

Long-term Debt/Shareholders Funds

The use of debt capital has direct implications for the profit accruing to the
ordinary shareholders, and expansion is often financed in this manner with the
objective of increasing the shareholders’ rate of return. This objective is
achieved only if the rate earned on the additional funds raised exceeds that
payable to the providers of the loan.

The shareholders of a highly geared company reap disproportionate benefits
when earnings before interest and tax increase. This is because interest payable
on a large proportion of total finance remains unchanged. The converse is also
true, and a highly geared company is likely to find itself in severe financial
difficulties if it suffers a succession of trading losses.

It is not possible to specify an optimal level of gearing for companies but, as a
general rule, gearing should be low in those industries where demand is volatile,
and profits are subject to fluctuation. A debt-equity ratio that shows a declining
trend over the years is usually taken as a positive sign reflecting on increasing
cash accrual and debt repayment.

In fact, one of the indicators of a unit turning sick is a rising debt-equity ratio.
Usually in calculating the ratio, the preference share capital is excluded from
debt, but if the ratio is to show the effect of use of fixed interest sources on
earnings available to the shareholders, then it is to be included. On the other
hand, if the ratio is to examine financial solvency, then preference shares shall
form part of the capital.
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A quick ratio of 1: 1 indicates a highly solvent position. This ratio serves as a
supplement to the current ratio in analyzing liquidity.

The long-term financial stability of the firm may be considered dependent upon
its ability to meet all its liabilities, including those not currently payable.

The ratios which are important in measuring the financial leverage of the
company are as follows:

This ratio is calculated as follows:

Shareholders’ Equity/Total Assets (tangible)

It is assumed that larger the proportion of the shareholders’ equity, the stronger
is the financial position of the firm. This ratio will supplement the debt-equity
ratio. In this ratio, the relationship is established between the shareholders’
funds and the total assets. Share-holders funds represent both equity and
preference capital plus reserves and surplus less accumulated losses.

2.  Category # Leverage Ratios

Debt-Equity Ratio:

Shareholders Equity Ratio
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The interest coverage ratio shows how many times interest charges are covered
by funds that are available for payment of interest.

Profit before Interest, Depreciation and Tax/Interest

A very high ratio indicates that the firm is conservative in using debt and a very
low ratio indicates excessive use of debt. Interest cover indicates how many
times a company can cover its current interest payments out of current profits.

It gives an indication of problem in servicing the debt. An interest cover of more
than 7 times is regarded as safe and more than 3 times is desirable. An interest
cover of 2 times is considered reasonable by financial institutions.
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A reduction in shareholders’ equity signaling the over-dependence on outside
sources for long-term financial needs and this carries the risk of higher levels of
gearing. This ratio indicates the degree to which unsecured creditors are
protected against loss in the event of liquidation.

This ratio is calculated as follows:

Long-term Debt/Shareholders Net worth

The ratio compares long-term debt to the net worth of the firm i.e., the capital
and free reserves less intangible assets. This ratio is finer than the debt-equity
ratio and includes capital that is invested in fictitious assets like deferred
expenditure and carried forward losses.

This ratio would be of more interest to the contributors of long-term finance to
the firm, as the ratio gives a factual idea of the assets available to meet the
long-term liabilities.

This ratio is the key indicator for the lender to assess the extent of the ability of
the borrower to service the loan in regard to the timely payment of interest and
repayment of loan installment. It indicates whether the business is earning
sufficient profits to pay not only the interest charges but also the installments
due of the principal amount.

The ratio is calculated as follows:

Profit after Taxes + Depreciation + Interest on Loan/Interest on Loan + Loan
repayment in a year

A ratio of 2 is considered satisfactory by the financial institutions. The greater
debt service coverage ratio indicates the better debt servicing capacity of the
organization. By means of cash flow projection, the borrower should work DSCR
for the entire duration of the loan. This will enable the lender to take the correct
view of the borrower’s repayment capacity.

Long-Term Debt to Shareholders Net worth
Ratio:

Interest Cover

Debt Service Coverage Ratio (DSCR):
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The gross profit margin is calculated as follows:

Sales – Cost of Goods Sold Gross Profit/Sales x 100 or Gross Profit/Sales x 100

The ratio measures the gross profit margin on the total net sales made by the
company. The gross profit represents the excess of sales proceeds during the
period under observation over their cost, before taking into account
administration, selling and distribution, and financing charges.

The ratio measures the efficiency of the company’s operations, and this can
also be compared with the previous year’s results to ascertain the efficiency.
When everything is normal, the gross profit margin should remain unchanged,
irrespective of the level of production and sales, since it is based on the
assumption that all costs deducted when computing gross profit are directly
variable with sales.

A stable gross profit margin is, therefore, the norm and any variation from it
call for careful investigations, which may be caused due to the following
reasons:

I. Price cuts:
A company needs to reduce its selling price to achieve the desired increase in
sales.

II. Cost increases:
The price which a company pays its suppliers during the period of inflation is
likely to rise and this reduces the gross profit margin unless an appropriate
adjustment is made to the selling price.

III. Change in the mix:
A change in the range or a mix of products sold causes the overall gross profit
margin, assuming individual product lines earn different gross profit
percentages.

 P
ag

e 
44

This ratio indicates the number of times the dividends are covered by net profit.
This highlights the amount retained by a company for the financing of future
operations.

(a) Preference Dividend Cover:
Net profit after Tax Preference Dividend

(b) Equity Dividend Cover:
Net Profit after Tax – Preference Dividend Equity Dividend

The purpose of the study and analysis of profitability ratios is to help assess the
adequacy of profits earned by the company and to discover whether
profitability is increasing or declining.

The profitability of the firm is the net result of many policies and decisions. The
profitability ratios show the combined effects of liquidity, asset management,
and debt management on operating results. Profitability ratios are measured
with reference to sales, capital employed, total assets employed, shareholders’
funds, etc.

The major profitability rates are as follows:

Dividend Cover

Category # Profitability Ratios

Gross Profit Margin:
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Net Profit before Interest and Tax/Sales x 100

The ratio is designed to focus attention on the net profit margin arising from
business operations before interest and tax are deducted. The convention is to
express profit after tax and interest as a percentage of sales. A drawback is that
the percentage which results varies depending on the sources employed to
finance business activity; interest is charged above the line while dividends are
deducted below the line.

It is for this reason that net profit i.e., earnings before interest and tax (EBIT) is
used. This ratio reflects the net profit margin on the total sales after deducting
all expenses but before deducting interest and taxation. This ratio measures the
efficiency of the operation of the company. The net profit is arrived at from gross
profit after deducting administration, selling, and distribution expenses.

The non-operating incomes and expenses are ignored in the computation of
net profit before tax, depreciation, and interest. This ratio could be compared
with that of the previous years and with that of competitors to determine the
trend in net profit margins of the company and its performance in the industry.

This measure will depict the correct trend of performance where there are
erratic fluctuations in the tax provisions from year to year. It is to be observed
that the majority of the costs debited to the profit and loss account are fixed in
nature and an increase in sales will cause the cost per unit to decline because
of the spread of the same fixed cost over the increased number of units sold.

 P
ag

e 
45

IV.  Valuation of stocks:
If closing stocks are undervalued, the cost of goods sold is inflated and profit is
understated. An incorrect valuation may be the result of an error during stock-
taking or it may be due to fraud.

The gross profit margin may be compared with that of competitors in the
industry to assess the operational performance relative to the other players in
the industry

The cash profit ratio measures the cash generation in the business as a result of
the operations expressed in terms of sales.

Cash Profit/Sales x 100

Cash Profit = Net profit + Depreciation

The cash profit ratio is a more reliable indicator of performance where there are
sharp fluctuations in the profit before tax and net profit from year to year owing
to the difference in depreciation charged.

The cash profit ratio evaluates the efficiency of operations in terms of cash
generation and is not affected by the method of depreciation charged. It also
facilitates inter-firm comparison of performance since different methods of
depreciation may be adopted by different companies.

Net Profit Margin

Cash Profit Ratio
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This ratio expresses the net profit in terms of the equity shareholders’ funds. This
ratio is an important yardstick of performance for equity shareholders since it
indicates the return on the funds employed by them. However, this measure is
based on the historical net worth and will be high for old plants and low for new
plants.

Net Profit after Interest and Tax/Net worth x 100
Net worth = Equity capital + Reserves and Surplus

The factor which motivates shareholders to invest in a company is the
expectation of an adequate rate of return on their funds and periodically, they
want to assess the rate of return earned in order to decide whether to continue
with their investment. This ratio is useful in measuring the rate of return as a
percentage of the book value of shareholders equity.

The further modification of this ratio is given below:
Return on Equity (ROE):
 
i.e., ROE = Net profit margin x Total assets turnover ratio x Total assets to Net
worth

The ratio indicates:
(a) Measure of profitability
(b) The efficiency in use of assets in achieving sales
(c) Measure of leverage.
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This ratio is calculated as follows:

 Net Profit after Tax/Total Assets x 100

The profitability of the firm is measured by establishing a relation of net profit
with the total assets of the organization. This ratio indicates the efficiency of
utilization of assets in generating revenue.

This ratio is also called as Return on Investment (ROI). The strategic aim of a
business enterprise is to earn a return on capital. If in any particular case, the
return, in the long run, is not satisfactory, then the deficiency should be
corrected, or the activity is abandoned for a more favorable one.

Measuring the historical performance of an investment center calls for a
comparison of the profit that has been earned with capital employed. The rate
of return on investment is determined by dividing net profit or income by the
capital employed or investment made to achieve that profit.

ROI consists of two components viz. (i) Profit Margin, and (ii) Investment
Turnover, as shown below:

It will be seen from the above formula that ROI can be improved by increasing
one or both of its components viz., the profit margin and the investment
turnover in any of the following ways:

(a) Increasing the profit margin,
(b) Increasing the investment turnover, or
(c) Increasing both profit margin and investment turnover.

Return on Total Assets

Return on Shareholders’ Funds or Return on
Net Worth

Return on Capital Employed (ROCE):
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The obvious generalizations that can be made about the ROI formula are that
any action is beneficial provided that it:

(i) Boosts sales,
(ii) Reduces invested capital,
(iii) Reduces costs (while holding the other two factors constant).

Return on investment analysis provides a strong incentive for optimal utilization
of the assets of the company. This encourages managers to obtain assets that
will provide a satisfactory return on investment and to dispose of assets that are
not providing an acceptable return. In selecting amongst alternative long-term
investment proposals, ROI provides a suitable measure for the assessment of
the profitability of each proposal.

The returns on capital employed ratio help measure the managerial
performance in the following ways:

(a)helps in measuring the profitability of the firm.

(b) The actual return on capital employed can be compared with the targeted
rate of return.

(c) It indicates how effectively the operating assets are used in earning a
return.

(d) It can be used as a sensitive gauge of the profit-making ability of the firm.

(e) Divisional performance measurement can be done easily with ROI.

(f) It helps in making a comparison of interdivisional and inter-firm
comparisons.

(g) It focuses the attention on the efficiency of management in managing the
investments.

(h) It correlates the return with various assets used in the business.
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The market-based ratios relate the firm’s stock price to its earnings and book
value per share. These ratios give management an indication of what investors
think of the company’s past performance and future prospects. If a firm’s
profitability, solvency, and turnover ratios are good, then the market-based
ratios will be high, and its share price is also expected to be high.

The market-based ratios are as follows:

The objective of financial management is the wealth or value maximization of a
corporate entity. The value is maximized when the market price of equity shares
is maximized. The use of the wealth maximization objective or net present value
maximization objective has been advocated as an appropriate and
operationally feasible criterion to choose among the alternative financial
actions.

In practice, the performance of a corporation is better judged in terms of its
earnings per share (EPS). The EPS is one of the important measures of the
economic performance of a corporate entity.

4.  Category # Market-Based Ratios

Earnings Per Share (EPS):
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The dividend payout ratio is the dividend per share divided by the earnings per
share. Dividend pay-out indicates the extent of the net profits distributed to the
shareholders as dividends. A high pay-out signifies a liberal distribution policy
and a low pay-out reflects a conservative distribution policy.

Dividend per Share/Earnings per Share
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The flow of capital to the companies under the present imperfect capital market
conditions would be made on the evaluation of EPS. Investors lacking inside and
detailed information would look upon the EPS as the best base to take their
investment decisions. A higher EPS means better capital productivity.

Net Profit after Tax and Preference Dividend/No. of Equity Shares

EPS is one of the most important ratios which measures the net profit earned
per share. EPS is one of the major factors affecting the dividend policy of the firm
and the market prices of the company. Growth in EPS is more relevant for the
pricing of shares from absolute EPS. Steady growth in EPS year after year
indicates a good track of profitability.

The cash earnings per share (Cash EPS) is calculated by dividing the net profit
before depreciation by a number of equity shares.

Net Profit after Tax + Depreciation/No. of Equity Shares

This is a more reliable yardstick for measuring of performance of companies,
especially for highly capital-intensive industries where provision for
depreciation is substantial. This measures the cash earnings per share and is
also a relevant factor for determining the price for the company’s shares.
However, this method is not as popular as EPS and is used as a supplementary
measure of performance only.

This ratio reflects the percentage yield that an investor receives on this
investment at the current market price of the shares. This measure is useful for
investors who are interested in yield per share rather than capital appreciation.

Dividend per Share/Market Price x 100

This ratio indicates the net worth per equity share. The book value is a reflection
of the past earnings and the distribution policy of the company. A high book
value indicates that a company has huge reserves and is a potential bonus
candidate.

A low book value signifies a liberal distribution policy of bonus and dividends, or
alternatively, a poor track record of profitability. Book value is considered less
relevant for the market price as compared to EPS, as it reflects the past record
whereas the market discounts the future prospects.

Equity Capital + Reserves – Profit and Loss A/c Debit balance/Total number of
Equity Shares

Cash Earnings Per Share

Dividend Pay-out Ratio

Dividend Yield

Book Value
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This ratio measures the relationship between the accounting value of the firm’s
assets and the market price of its stock. The ratio is calculated by dividing the
stock price per share by the book value of the share.

Market Price per Share/Book Value per Share

Generally, the higher the rate of return a firm is earning on its common equity
the higher will be the P/BV ratio. the  In case of growth firms i.e. firms with high
growth of sales and earnings will have this ratio higher than 1, for the reason that
the potential future growth in earnings is reflected in the current stock
priWherease as the book value of equity share is based on historical costs it
does not consider the potential growth.

In the workshop, we will share a spread sheet that calculates all the ratios in one
click, you do not have to go to the financial statements and calculate all the
ratios manually. In the book, we provide you with all the theoretical knowledge
so that you can able to get the logic behind the numbers. 
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The ratio indicates the market price of an equity share to the earnings per share.
It measures the number of times the earnings per share discounts the market
price of an equity share.

Current Market Price of Equity Share/Earnings per Share

The ratio indicates how much an investor is prepared to pay per rupee of
earnings. The ratio helps to ascertain the value of equity share, if the EPS and
probable price-earning ratio of the industry to which the company belongs.

The intrinsic value of a share may be more or less than the market value which
is influenced by company’s track record and dividend distribution policy,
speculative trading, state of the economy, the efficiency of management,
capital gearing, etc.

Price-earning approach to share valuation is simple and more popular. This
ratio reflects the market’s assessment of the future earnings potential of the
company. A ratio reflects high earnings potential and a low ratio reflects the low
earnings potential. The ratio reflects the market’s confidence on the company’s
equity.

Price Earnings Ratio (P/E Ratio)

Market Price to Book Value Ratio (P/BV
ratio):
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A growing economy like India provides companies with unique growth
opportunities. Home-grown 100-baggers in India include well-known
companies and brands like Infosys, Axis Bank, Motherson Sumi, Titan, and many
more. What’s more, these and the other 100-baggers in India do not belong to a
single industry or sector, these multi-baggers have historically occurred in
multiple sectors.

By definition, a multi-bagger is an equity stock that gives you a return of more
than 100%. Make Rs. 100,000 by investing Rs.100. Sounds crazy, doesn’t it? Well,
Eicher Motors has done it. The equity share of Eicher Motors was trading at Rs. 22
in the year 2000, was quoting at Rs. 20,830 in July 2020. This is a 950x return in 20
years.  The share price of Eicher Motors currently is Rs. 2500 after the Eicher
Motor stock split which happened in FY21 in the ratio of 1:10.

Every investor wishes to own multibaggers in his or her portfolio, but it is not an
easy task to find such stocks. Primarily, there are 7 Steps one needs to look at
when scouting for these gems. Let’s take a look at them below:

7 Steps to filter out multi-bagger stocks:
Step 1: Principle number one is you have to look for the multi-bagger stocks, we
have limited time, limited resources, limited energy, limited money, and limited
mental bandwidth. So please don’t waste your time on finding a stock that can
generate a 5% return or 10% Return. Channelize your energy and focus your
energy on finding a stock that can generate a 200% return, 500% return, or
1,000% return. If you look for them, you will find them. 
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Step 2: Principle number two is very important that is high growth in revenues
and net profits are nothing but the sales of the company. So, sales and net
profits are very important to consider. Without net profit growth share price
growth will never happen. And these calculations lead to multi-bagger returns
because they are all high-growth companies. For example, in the last 16 years,
Bajaj Finance sales revenues are nothing, but the sales of the company and the
sales went up by 146 times net profits increased by 104 times. 

So, growth is very important and if I must put it into a number, sales growth
should be more than 10% and net profit growth should be more than 15%. So, all
the businesses in the multi-bagger study were substantially bigger businesses
at the end than when they began. Why? Because of growth. They are all high-
growth companies and that is principle number two. 

Step 3: Principle number three is lower multiples PE which is nothing but a
favorable price. According to value investing, there are three types of thoughts
in your mind about the market, overvalued stocks, fairly valued stocks, and
undervalued stocks. 99% of investors lose their hard-earned money in the stock
market because they go and invest in overvalued stocks. You can invest even in
the fundamentals of capitalism to generate consistent profit in the stock market
if you tend to invest in undervalued stocks. 

Simply, we can use a simple metric known as the price-to-earnings ratio. Let me
give you an example. Let’s assume that you want to buy a house as an
investment. You don’t want to say that as an investment bank, and let’s say the
price of this house is one crore rupees and the rental income that you can
generate from this house is let’s say 10 lakh rupees per year. So, what is the
price-to-earnings ratio near one crore divided by 10 lakh so it’s a price-to-
earnings ratio of 10? The maximum PE ratio that you can pay is 20. Never pay
more than 20 times your earnings. 

If you apply these simple principles, then 99.99% of the time you will not lose
your hard-earned money in the stock market and you will have a higher
probability of making money in the stock market. So, principle number three is
never paying more than 20 times earnings, that is the maximum, and as you
can see all the multi-baggers stocks that generated humongous returns were
trading at a cheap price. That is the reason they all generated such
extraordinary returns. 
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The return that you generate should
compensate for the risk you’re taking right
how do we measure it in India, we call it
hurdle rate cost of equity cost of capital
there are many names, but just put it this
way. The minimum return or the minimum
profitability that a business should generate
in India is 15%. Any business should generate
a minimum return of 15% on its capital. And
how do we measure that? We use metrics
like return on equity or return on capital
employed to measure the profitability of a
company and that should be meaningful to
10% in India here you can see all these
thoughts in the multi-bagger, they are all
highly profitable companies.
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Step 4: Principle number four which is high profitability is very important. Let me
give you an example. Let’s assume that you have 10 lakh rupees with you today.
And if you invest those 10 lakh rupees into a bank every then you will generate
around 6% or 7%. But that return is risk-free and stress-free, right. But let’s
assume that instead of investing that money into bank FD, let’s say you want to
start a business. 

Now, business is risky, there are many micro-level and macro-level risks that
you have to face while running a business right. It can be a company-specific
risk, it can be an industry-specific risk, it can be market-specific risk or
economists disagree. So, there are many micro and macro levels that you have
to face while running a business. Staking the return that you generate should
compensate for the risk that you are taking right, generating a 6% return while
running a  business is not enough. 

Step 5: Principle number five is smaller companies. Starting with a calf ends up
as an elephant. But if you start as an elephant, then you won't have quite the
same dramatic goal. It may seem obvious but people rarely apply this in the
stock market. More than 90% of the people who go and invest in large-cap
stocks and large-cap stocks are already elephants. If you invest in elephants,
then there is no growth. So, it is impossible for you to generate high returns by
investing in large-cap companies. Let me give you an example. Reliance
Industries is the biggest company in India. This is the number one company in
India in terms of market cap. Today its market cap is around 16 lakh crores or 17
lakhs. 

Now, let’s assume that you want to make tremendous growth in Reliance
Industries then what should happen from 17 lakh crores the market cap should
increase to 170 lakh crores, what is the total size of the Indian stock market today
around $3 trillion that is 200 to 250 lakh crores that is the total size of the Indian
stock market today. And if you want to make 10x in Reliance Industries, then
Reliance Industries should become almost 60-70% of the Indian market. So, in
order to become a 1010 bagger, it needs to add an additional 18,000 crores to its
market cap in a country like India with almost 140 crores of population.  I don't
mean to say that Reliance Industries cannot become a multi-bagger but I think
you know it is a lot easier for Lao Balaji to grow its sales and net profits because
of its small base. So as a general rule while searching for multi-bagger ideas,
focus more on small-cap and mid-cap companies because that is where you
will find potential multi-bagger stocks that's where you can generate 5x, 10x or
50x kind of return. So, this is your hunting ground. 

Focus on companies with 1000 crores to 30,000 crores market cap. So this is the
hunting ground where you will find potential multi-bagger stocks that can
generate 5x, 10x or 50x.
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Step 6: Principle number six is good management. Finding a high-quality
business is only half the equation. The other half is high-quality management
and management plays a very important role especially when you are investing
in small-cap and mid-cap companies. Now for example, if you are analyzing or
investing in nest egg ligation paints or Pidilite industries, the business model is
already set you know pan India distribution network is there. All the retail and
outlet outlets are their brand loyalty and their loyal customer base is already
set. 

So as long as the management is not doing anything stupid, the business will do
fine. But there’s something different with small-cap and mid-cap companies
because here the management should build the business model and they have
to protect it. So, make sure that the management is competent and honest as
well. Competency and honesty should be there. That is principle number six. 

Step 7: Principle number seven is the biggest weapon in the stock market. This
can be your biggest weapon. This is what Warren Buffett said, you can't make a
baby in a month by getting nine women pregnant. Good things just take time,
while multi-baggers may take a little longer time. So be patient and give
adequate time for our stocks to prove their potential. What kind of returns we
are looking for 200% return, 500% return, or 1,000% return these returns cannot be
generated in one week or one month, or even two months. It will take time. A
stock market is simply a place where the money is transferred from an
impatient person to a patient person. So, time is the biggest weapon in the stock
market. If you have two years of time, then no one can stop you from making
money. In the stock market. It's as simple as that. 

We have discussed all the stocks that had provided multifold returns over 5 to 10
years time. Now the question is how to find this type of stock in the future, we will
disclose how to find the multi-bagger in our workshop. You will not only pick the
right stocks that provide you multifold returns but also you will learn how to build
the portfolio of the right combinations so that you can eliminate diversification
risk.
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LIO Every investment demands a certain amount of risk and for an investor to
undertake this risk demands proper compensation in proportion to the risk
taken. In stock market parlance this compensation is known as the risk
premium. So, for a regular investor in the stock market the balance between
investment, return and risk premium is the key to maintaining consistent
positive returns from his or her investments.

You are familiar with the disclaimer from multiple fund houses that “Mutual fund
investments are subject to market risks, please read all scheme-related
documents carefully before investing.” Since mutual fund houses invest in the
stock market, they are also exposed to the risk that is in the financial market
system. Now as an investor you may have a question in mind that, I understood,
there are some risks, but what are the risks? how many of them and what an
investor should do to safeguard him/herself against this risk?

Here we will introduce you to two types of risks. One is related to the daily market
movement and transactions. This is known as Market risk and another, related to
the systematic nature of the market and with the market economy, is known as
Inflation risk. In the following paragraphs, let’s understand what are these two
risks are, and what the impact is?

Market risk is related to the trade done by an investor. The amount of fund you
have invested in the market and its actual value today reflects the impact of
market risk. Let us understand from a simple example. 

Assume you have a two-stock portfolio in the market. Stock A you have
purchased ten units at Rs. 225 each and stock B you have purchased twenty
units at Rs. 115 each. So, your total portfolio value is Rs. 4550. Now let’s say you
have a target to earn 16 % return in a year. So, you can consider the target
achieved if your total portfolio value is Rs. 5278 at the end of the first year.

 P
ag

e 
56
We all are aiming for higher returns in the stock market. But one thing we need
to think always, that in the stock market everybody either sells stock or buys the
stock. So, there should be a selling price like a buy price as well. Then how
everybody can only make a profit in the market? Basic economics says when a
market is based on trade and all stakeholders are in a buyer-seller relationship,
it’s a zero-sum game, which means all profit and loss sum up to Zero. So, if you
want to make a consistent profit, you need to take risks. Now if you ask me, do
we need to take risks to earn profit altogether? The answer is no, as that will not
be consistent. But if you take the trade-off between risk and return and have a
complete understanding of that then consistent profit is possible. 

Now questions may come if the risk is more does the return also higher? The
answer is, yes, it is true to a certain point, but not beyond that. So, you cannot
gain always by taking risks, you must have the knowledge of the saturation
point from where the additional risk does not give you a higher return. 

Risk Vs Return Tradeoff:

Let us understand why risk is so important in
the investment decision:
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Another associated risk is inflation risk, which has a more direct connection with
the country & global macro-economic situation. Inflation risk undervalued the
currency hence the real value of the investment become grossly diluted. In the
previous case if the rate of annual inflation is around 7%. Then you have made a
net loss in your portfolio around (7%-3.29%) = 3.71% means your 1-year prior
investment of Rs. 4550 has a real value of Rs. 4371 a net real value loss of Rs.179
despite your Rs. 150 profits in the nominal term.

There are ways to manage market risk with proper planning and approaches.
however, inflation risk is a longer-term phenomenon and hence cannot be
avoided. However, if your strategies and your portfolio consider the inflation
forecasts you can avoid devaluation loss due to inflation.

Let’s be familiar with some of the risk management strategies of the stock
market, which can take care of your investment if followed judiciously and with
proper understanding.
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Let’s say at the end of 1st-year stock A is being traded at Rs. 220 each and Stock
B is traded at Rs. 125 each. So, 1 year after your portfolio value is (2200 + 2500) =
Rs. 4700. Which means your portfolio is in Rs. 150 profits but does it meet the
projected return that you are looking at? No. Let me explain.

If you examine carefully, in a year, you have made a return of only 3.29% over
your investment. Which is way below of your target 16% and even lower than the
minimum risk-free savings bank rate of 4%. This means your investment is
exposed to market risk and hence performed poorly despite making some
minuscule profit. From the further deep analysis you have found that the stocks
are from a similar industry segment and since in the last one-year business
outlook of that industrial sector was grossly negative, your overall portfolio has
not performed in the desired direction.

Scenario I

Scenario II

Trend neutral view on the market: The stock market moves on the
trends, there are short-term trends (intraday or a week) or longer-
term trends (6 months to 5 years). For a retail investor
understanding the trend and acting accordingly is exceedingly
difficult as millions of information flow in the market, and correct
interpretation of those individually is almost impossible. Hence it is
advisable to safeguard against all such trends is to have a 5 to 10-
year horizon on investment and follow a correct buy-sell strategy to
ward off all adverse trends and be insulated for the longer term.

Portfolio Diversification: the most useful risk management strategy
in the stock market is to diversify your risk by investing in a multi-
stock, multi-sectoral portfolio. The economy has an impact on all
sectors. So economic cycle influence differently across sectors and
that impact the performance of the companies. For e.g during the
covid time, most of the manufacturing, banking, travels & tourism,
trade, and hospitality sector was negatively impacted, however, the
opposite story was in pharma, medical equipment, and digital
technology. If somebody has well-distributed investments in all
these sectors, the overall loss was much lesser than other
undiversified investors.
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3. Stop Loss: Stop loss is a common risk management strategy in
the short term. It triggers to sell the stock if the traded price starts
going below a certain level. This is a powerful self-constrained tool
to reduce losses. Knowledge of market exit strategy is very
important to apply the correct stop-loss limit. So, for an investor, it
is very important to apply stop loss while buying stock in intraday
trading.

Warren Buffet always says, ‘don’t lose money!’ but in the highly dynamic and
uncertain economic environment and the stock market, it is difficult to save
money properly. For a stock market investor, the knowledge of risk management
is very vital to safeguard his/her performance. It is commonly said, earning
money in the market is a tough ask, but it is even tougher to save the earned
money. So, apply your risk understanding and investment knowledge in the
market to maintain a consistent profit.

If you want to know the strategy how to make a portfolio that suits your risk
appetite, please join our workshop ‘How to identify Multibagger Stocks with
Value Investing style’. We will disclose all the techniques and strategies. In
addition, you will get bonus of worth Rs17,000/ - absolutely fee. 
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A STEP-BY-STEP GUIDE FOR 

When it comes to investing, we see that investment in yourself is the best investment as that
gives maximum satisfaction. However, when it comes to direct benefit in terms of
money/wealth, then the first thing that comes to our mind is the stock market investment.  
Where we can invest some and get the visible return in a certain time even in days intervals. 

The kind of return we receive from invested capital after a long duration (say 5+ years) is the
actual benefit of investment. As it is often to be multi-fold than the investment made earlier.
This is only possible how better you applied our logic, analysis, and the wisdom that you will
learn in our 5 days Bootcamp. You will not only learn the science of investment but also the
step-by-step methods to apply it while investing. 

In the 5 – Days Live Bootcamp You will learn the nitty-gritty of Value Investing to have
sustainable growth in your portfolio. Value investing not only provides the stability in your
return by considering the risk factors in the market but also will create an opportunity for you
to learn the risk-return trade-off specifically on your risk appetite and your personality.  

Open a Demat account and start investing actively or passively by using our e-learnings to
maximize profitability today...

When it comes to investing in the share
market, certain key considerations should be
kept in mind, the first is timing, the second is
consistency, and last but not the least is
continuous learning. 
- Saikat Halder, CFA, FRM, MS Finance
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