
If you observe the eventful year 2020, 
then you would be surprised to note the 
bumper year it was from the point of 
the stock markets (refer to the 
side Table), as if the world has seen 
huge economic surge and expecting a  
double digit real growth in 2021-22.  I 
analyzed this many times in our 
Newsletter, that the power of liquidity is 
never seen before like 2020. Today I 
would discuss the change in the 
Valuation Paradigm.

When a Mutual Fund provides a dollar 
return of 8-10% at max it is considered 
excellent, in comparison  If your return 
becomes 60% + at a portfolio level in a 
year it is a matter of concern. Still I 
believe on a portfolio level 15%-20% 
return is an excellent return and 
sustainable if smart investment choices 
are made. Given such an abnormal return,
the major effect will be on valuation. 
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“.. It is a great opportunity to 
get access to the long term 
Investors' investment book 
with a research capsule, buy/
sell real time guidance,  and 
get a return of 20%-60% in  
3-9 months -  this is the
unique offer Surrogate
Investor brings ”
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 At the start of 2020, All major fund 
managers in USA projected after a great 
year of growth of 30% of all indices, that   
overall market P/E will be between 18.5x to 
20x (Refer December 2019 news letter)

January  2021

  Valuation faces a Paradigm Shift  during Covid 

Digitian View!

 Now  observe the chart using 
Cyclically Adjusted Price Earnings 
(CAPE) ratio  - which  is calculated 
as the  current Price divided by the 
average earnings over the prior 10 
years for comparability. It may be 
seen that the P/E(cape) is at 35 times   
only lower than P/E during Internet 
bubble( around 45x ) in 2000.
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In agriculture trade, China agreed to 
reduce non-tariff barriers that inhibit 
U.S. exports of beef, poultry, dairy, 
and other agricultural products. One 
example is sanitary and phyto sanitary 
measures. While these regulations 
intend to protect consumers from 
diseases and contaminants in food, 
they are akin to trade barriers if they 
are too restrictive. Farmers and 
Agriculture Sector will be benefited

. 

into normal life.  In our corona virussometimes it is working and most of the times 

Thus, the current P/E has at - 2 Std 
Deviation level and presently at 77% 
above average.  But this  is still at macro 
level now lets look at the 
situation at the micro level.(With 
Companies having $20 bio + Market cap) 

At the micro level,  valuation wise 
markets are divided into three 
segments: a) Traditional companies 
still measured in Terms of PE ratio, 
PEG Ratio or PB ratio  (Still the 
traditional Ben Graham, Warrent Buffet, 
Charlie Munger wisdom and valuation 
would work) 

FAANG companies  sport a PE ratio of 
25x-35x except Amazon(121x) and 
Netflix sporting(87x)  (Total Market 
Cap $ 6.45T). Most of the companies 
are within the range of 35x accross 
Industries; Microsoft (34x) Target 
(24x), Deers(32x), Fedex (28x), Pepsi 
(29x) etc For Amazon Sum of parts 
Valuation will work.

But  loss making traditional stock -  
Burlington (Off price Retail) Trailing  
PE  289x PB: 61x  due to Forward PE 
is 38x, TJ max  PE 931x but FPE 25.7 

However,  BFSI segment sports PE of 
10-13x,Energy/Aviation/Physical/travel/
Entertainment,Manufacturing Industries, 
Metals, Pharmaceuticals  are within 25x

It becomes complex when you are 
estimating Forward PE and projecting 
the market recovery within Traditional 
framework

b) IT, Media and New technology 
Companies with breakeven Profit getting 
measured in  terms of Price To Sales(P/S) 
or Enterprise Value/Revenue, Comparable 
sales, price/cash flow, Average revenue 
Per customer etc

VEEVA systems  TPE 129x P/S 32x EV/
R 101.67;  SQ TPE 573x  FPE 200x  P/S 
12.8x Disney  FPE 156x P/S 5.73x mainly 
due to customer acquisition in Digital  
platform FICO  FPE : 50x P/S 11x

TSLA (Electric Vehicle/Solar Energy/
Battery)  TPE 934x FPE 147x P/S 25x  

This segment  is mainly using different 
parameters relating to product/usuage/
users etc with loose reference to P/S or 
EV/R.  This is the new trend in 
Valuation for this types of company;

c)New Age Companies loss 
making with   significant R&D and 
Marketing expenditure valued mainly in 
terms of  New age uniqueness, Future 
market  potential, Customer Acquisition/ 
Usage Trend, lower Cash Burning rate, 
early break even  etc 

Zillow (Digital Real Estate): FPE 
192x P/S 8x EV/R 36x (Future 
virtual REO); TWTR (Social media): 
FPE77x  P/S 15x  191m Monthly Active

Users(MAUs);UBER (Movement): P/S 
7x EV/R 29x(success of Uber 
Eats);PAL Alto:P/S 9.5x EV/
R34x (cybersecurity); Zoom: FPE 
118x P/S 56x EV/R 121x (Video  
conference); AirBnb  (Virtual 
Accomodation) P/S 21x EV/R 99x.

There are  more than 100+ companies 
like these.

Biotech Companies in the likes 
of Moderna (Covid Vaccine) with  
P/S 62-100x;

The valuation takes the form 
of private equity investment. 
Increasingly, valuing on the 
basis of future market potential 
is becoming new normal.  This is 
the new benchmark for identifying 
multibagger in developed economy.
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Be a millionaire Start Surrogate Investment  ? 

World First digital surrogate 
investor platform is now ready and for 
the first 6 months registration is FREE

Surrogate Investment refers to getting the 
benefits of Investment in stock like a 
professional without the pain of  tracking the 
stock, studying the market trend andthe 
time it takes to do the same. REAL TIME

Why it is a success:
• Skin in the game: the fund managers

picked up these shares and invested in
themselves  basis proprietary Research

• Time to market :They are keeping daily
watch on the stock/market behaviour and
that of the global trend

• Regular Profit booking : They make
profit and you make too in the short run

• Professional Expertise &
Performance Track: Fund managers
are super Qualified Professional
Experts with their Return CAGR varies
between 35%- 48% over last 10 years

What you have to do ?
• Have your trading account for full

control of your money
• Act fast when Buy and Sell advice is

given and make Huge Profit  
• Only pay Back if you made money

Success returns :
Surrogate Investors are making
100%+ to 450% annualised
return from each trade

 This is a good to have Chart at the 
start of the year. The chart sums up 
the monthly performance of US Stock 
market over the last  70 years. This 
shows that historically which month is 
performing better in terms of stock 
market returns.  As per the historical 
Trend 

Best Month is January 
Good Return Months are :  April, 
July, August, November  and 
December 

All other months are average  with  
September to October there could be a 
fall.

There are 60% probability of  
matching return in a month;
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ESTING
Debashish Neogi

These two simple Advertisement below  
when posted on social media, it created 
a lot of curiosity.

After I came to my house  in Bangalore 
on 12th ,everyday till 27th March  (14 
days self quarantine period ) I used to 
get 2 automated calls from the local 
authorities checking whether I am ok or 
not and if not ok what I am supposed to 
do .It didn’t end here ,police officer and 
a person from municipality came to 
check whether I am doing fine or not .I 
was stamped on my hand (like voter 
mark) so that other people are aware I 
am on home quarantine . 

Overall there has been few goof ups like 
migrant workers stranded etc but 
overall , India with limited resources till 
now have managed very well . 

India avoided lakhs of potential deaths 
in its collective fight. India's death rate 
per million is currently 1.4 compared to 
the global average at 35 & the US at 
228 as I write this article . We've also 
bought time to enhance medical 
infrastructure. 

Now its time ,we have to open the 
economy –We have to make a choice 
between “way of living now “ and 
“life” –a difficult  choice but we cannot 
keep the country under lockdown for 
long .

“ I like companies with pricing 
premium which is reflected in 
their operating margin, I never 
compromise on this when I look 
at micro /small caps - ceteris 
paribus, pricing power is the 
single most valued parameter for 
identifying multibagger”  
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The curiosity was for two reasons :

1)"Surrogate Investor" advisory 
portal –    the entire model is on “ pay 
as you  grow model” which means 
anyone registering on surrogate portal 
will only pay Digitian when they as 
individual investor makes money .The 
entire money of the investor is also 
safe in his /her name in their respective 
custodian account .  Plus availability of 
research through online Portal - 
provide complete openness and 
transparency . 

2) How Debashish & Saugata
identifies these nil researched or less
researched micro and small cap stocks
and are creating multi-baggers for
themselves  and their investors

Hence this article in our 25th Issue.

The detailed work we go through 
before identifying a stock through our  
proprietary model adds all the  value. 
We see lot of details and go through a 
process before we invest in /
recommend a stock. I will discuss one 
of the most important criterion which I 
look at when identify these diamonds 
which have potential to become 
multibaggers.

Now before I dwell into one of the 
single most important factor ,please 
read this small story . 

 Continued Page 5

An economist once went to the 
movie theater.

He noticed that Coke and popcorn 
were priced way too high relative to 
their prices elsewhere. Yet they sold 
like hot cakes.

The poor soul was so puzzled, he 
spent hours researching on it. He 
could understand why first-class 
airplane seats are sold for more 
than train coach seats.
But all his theories couldn't help 
him understand why coke and 
candy bars sell for so much at 
theaters.

Charlie Munger once narrated this 
story to his partner and world's 
richest investor, Warren Buffett.

In fact, this was the story that laid 
the foundation of the Buffett-
Munger partnership.

Before he met Munger, Warren 
Buffett used to invest like his 
guru, Benjamin Graham. In the 
first few decades of his career, 
Buffett would mostly invest in 
deep discount stocks. Following 
the principles of Benjamin 
Graham, Buffett rarely looked 
for things like management 
quality and pricing power of the 
businesses.

debashishn@mydigitian.com

 How to find Multibaggers ? - The crux of Value Investing
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Years later, Munger put across his rule of 
buying great businesses with these 
words :

" There are actually businesses, that 
you will find a few times in a lifetime, 

where any manager could raise the 
return enormously just by raising  

prices - and yet they haven't done it. 
So, they have huge untapped pricing 
power that they're not using. That is 

the ultimate no brainer"
Buffett listened to Munger. And 
together they identified many 
examples of pricing power. They 
bought Disney, Coca Cola, See's 
Candy and Gillette for this 
single reason. 

Decades later, Buffett bought Lubrizol in 
2010. Lubrizol had raised prices 18 times 
between 2004 and 2010, without hurting 
its market share. Lately Apple for that 
matter.

The single most important decision in 
evaluating a business is pricing power. 
If you've got the power to raise prices 
without losing business to a competitor, 
you've got a very good business. And if 
you have to have a prayer session before 
raising the price by 10 percent, then 
you've got a terrible business.

- Warren Buffett, 2011 (Financial Crisis
Inquiry Commission)

Margin is a factor of pricing 
premium, hence being student of 
Warren Buffet and Charlie Munge, I 
like companies with pricing premium 
which is reflected in their operating 
margin, I never compromise on this 
when I look at micro /small caps (I 
don’t care about input cost increase 
because if companies are able to pass 
on that cost, that is what I like), 
hence if you see Company X's  
OPM (we haven’t released our research

Sales

Opex

OPM
OPM%

If you look at the steadiness of 
margin as a % with increasing 
volume for last 5 years , this one 
aspect in micro cap, I 
never compromise. 

If you look at NGL 
Finechem, which we  
recommended, last 5 years OPM 
between 17% - 26%, trailing 
OPM is at 25%, now when you 
have increasing OPM, and  
pricing not compromised 
with increasing volumes (see 
last 2 sales bar in the pic 
below the table) PE get re-
rated, that’s when multi 
baggers happen...now imagine all 
this has been happening when it 
was Rs 250 crore market cap.  

Sales

Opex
OPM

OPM%

GPM%  OPM%  NPM%  Quarter Sales

report and hence the name is not 
disclosed ), it is trailing OPM is at 
15% (last 5 years is between 
14-18% ,Mar 20 was an exception )

Please look at RACL Geartech's, 
trailing OPM % at 24% for a 
market cap of less than Rs 100 cr 
when we had recommended ! 

Sales

Opex

OPM

OPM%

Its already a 4X Multibagger in just 
little over  6 months !!When we 
recommended there was no 
research report available on this 
stock ,that’s our conviction on our 
process and hence on our 
recommendation 

To put things into perspective the 
return of 4 X in 6 months is 
equivalent to Nifty return over a 
10-11 year period (which means to
get the same return of Racl you have
to wait for 10/11 years if you had
invested in Nifty ).

Just a word of caution –pricing 
power is just one factor we look at 
(and which we never compromise ),  
there are many other things which 
we look into for value.  

Happy Investing !

*all charts and data are from
www.screener.in
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DIGITIANS are those who born in or after the 
year 2000 and will be a dominant force through 
2075. They are completely different in usage of 
their left brain and motor nerves. They are 
different from the Millennials in behaviour, 
thinking and action.

The world is changing superfast – media, 

 How to invest in 
Digitian Capital 

Presently DIGITIAN  is raising money from Equity Investor in various classes 
(A, B and C) depending upon investment amount. This is a Unique opportunity to 
select a Zero Tax destination to Invest money especially for Diasporas. If you 
need to know about Investment opportunities, Please write to us for more details 
at info@mydigitian.com

z Unique Access to Frontier & 
Emerging Markets

z Value Stock Pick 
z Online Investment Platform

z Cheaper Cost
z Multi-bagger return
z Open & Transparent Upside 

Sharing

DISCLAIMER

info@mydigitian.com 

Standard Chartered Tower 

Level 5  Emaar Square 

Down Town, Burj Khalifa 

PO Box : 35482 

Dubai UAE

Visit our website :

• Market Vision

Indian Budget 2020 special

• WORLD 2020 and
INDIA 2020 (Click here)

We are looking for Virtual 
Analyst. 

Apply at  
Career@mydigitian.com

mydigitian.com

Contacts us :

DIGITIAN Capital is the trade mark of the DIGITIAN Investment Inc, A RAK ICC Company6

communications, banking, currencies, education, 
retail channels, health & medicines, travel and tourism, consulting, 
manufacturing, agriculture, – every sectors facing disruptive innovations; 
Nano technology, internet of things, artificial intelligence and robotics will 
be overwhelmingly embedded. In this age, model disruption, extinction, 
miniaturisation, real time delivery, speed and virtualisation are neo normals.

We make you ready for them

Disclaimer: This communication is issued by DIGITIAN Investment Inc (DIgitian Capital) on a strictly confidential basis. Digitian Capital is not a regulated entity. This document must not be regarded 
as independent research and has been prepared by Digitian Capital for information purposes only. Digitian Capital and its directors, employees, agents and consultants shall have no liability for any 
statements, opinions, information or matters arising out of, contained in or derived from, or any omissions from, this information package. All recipients of this information should make their own 
independent evaluations, should conduct their own investigation and analysis and should check the accuracy, reliability and completeness of the information. Investments discussed in this publication 
may not be suitable for all investors. Advice should be sought from a professional and authorized financial adviser regarding any investment products discussed in this publication before investments 
are made. Where this information package summarizes the provisions of any other documents, that summary should not be relied upon and the relevant documentation must be referred to for its 
full effect. This document is not directed to, nor intended for distribution or use by, any person or entity in any jurisdiction or country where the publication or availability of this document or such 
distribution or use would be contrary to local law or regulation, including the USA.  The  News letter is published  from  RAK, UAE

http://www.mydigitian.com/wp-content/uploads/2020/01/Newsletter-Dec-19-compressed.pdf
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