
At this time of the year when our 
prediction is in play: half the 
market is down and poised for a 
direction. The most important 
question in the mind of every 
professional Investors like us is: 
How to select the next best stock 
which will provide us the desired 
return. Today I would elaborate more 
on the change in the Valuation 
Paradigm after my article in the last 
month. (please read the last month)

As  I mentioned, the problem for the common 
investors : which valuation matrix is to rely 
upon. Generally, any traditional investment 
books, Business Channels, Analyst firms will 
guide in terms of  Price to Earning ratio/ 
PE Growth, Price to Tangible Book 
( Earning Power Value),  Net Current 
Assets Value(NAV),  Projected Free cash 
Flow (FCF) Value, Graham Number, or 
Peter Lynch Value etc. 

The main funda is when the market is at the 
all time high and it is difficult to ascertain 
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direction, then only option is to closely 
reassess the value of each stock to 
understand  its valuation vis-a-vis the 
Industry  and the overall market. (Relative)

If  the stock is undervalued  then either you 
will hold and accumulate;  if the stock is 
overvalued then normally sell is the 
recommendation or hold. 

Typically other than price multiples, some 
knowledgeable investors also try to find 
values using FCF, NAV, Graham Number 
or Peter  Lynch model.

Free Cash Flows : Compared to earnings 
per se, free cash flow is more transparent in 
showing the company’s potential to 
produce cash and profits. It is considered 
healthy if companies that have a healthy 
free cash flow, projecting a promising 
future will be valued higher under DCF 
method  and vice versa.

Net Assets Value :  in comparison values 
realisable value of Assets over liabilities. So 
it is a current assessment of the intrinsic 
value of the business. If the share price is  
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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 

lower than intrinsic value per share then 
one should invest or vice versa.

Graham Number: Benjamin Graham 
(father of value investing) and mentor  of 
Warren buffet. Mainly tries to find out a 
burgain stock or stock wayoff the map(as 
per Buffet). it considers both PE and 
Book value, EPS growth in last 10 years, 
interest and inflation.

According to Buffet it works but “You 
have to turn over a lot of rocks to find 
those little anomalies. You have to find 
the companies that are off the map - 
way off the map.”

Peter Lynch Chart or Value: 
Legendary Peter Lynch of Fidelity ran 
its flagship Magellan Fund with a return 
of 29% p.a. for 13 years. His 'Peter 
Lynch Chart' is the projection of 15 
times the EPS over the last 10 years - A 
theoretical Equity line. If the share is 
below the Equity line it is a buy if it is 
above it is a sell. 

However, the problem is all these 
method are mostly irrelevant in today's 
market.  Soon I will show you that.

Now my multi baggers this year - 
ROKU SQ, Zillow, Snap-chat and 
ENVA - please refer to page 6.  If I had 
followed these traditional methods 
I could  not have detected these stocks 
and make a return of  3-4 times in 
around 10  months; 

in developed market. 2

Square (SQ) - Valuations Price: $272

Price $202
Zillow (ZG) - Valuations

It may be observed that for both SQ and 
ZG,  shares price crossed more than 30 
times than the valuation projected by  all 
these major  valuation models.  SQ has a 
a small EPS while ZG is still making 
Financial loss (but cash Profit).  When I 

entered in these stocks at that time 
also these stocks are overvalued in 
terms of these valuation models.  If 
we quote Buffet these are the "stock 
way off the market".  But there are 
similar stocks in the same sector and 
in the same Industry which makes 
your life difficult? You will pick up 
a stock and hold it for long time 
before you realize that you are 
riding on a COAL and not a 
DIAMOND.

Now how we value this type of 
companies? 

We use our proprietary method 
WINGS to fly. We develop a 
conscious investment philosophy, 
and you will find  looking at these 
five stocks - there is a strong 
underlying philosophy working across 
sectors.

One of the major parameters of a 
new age company in the developed 
countries is becoming to be EV/
EBIDTA i.e Multiple of Economic 
value to Operating Profit. However, 
we use plethora of many other soft 
parameters  before we commit to a 
stock. I will mention a few here: 
Economic Moat Evaluation,  
Research spending & effectiveness in 
the last 5 years, Product Pipelines, 
Customer/Contracts Acquisition trend, 
Change in Industry/customers' need, 
Growth Possibilities(vertical/horizontal), 
Pricing power, Cost flexibility etc  

Now the most important factor- 
time with the market, scuttlebut, 
spending on tons of research 
reports, disciplined reading of 
thousands of pages daily etc.  If you 
can do that surely you will have super 
success.
OR  rely upon Surrogate Investor and 
make almost the same return. 
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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 the unemployment situation in  
US sectorwise. The effect will be 
multiple times in Developing world.

10 Treasury Note Yields coming back 
to its pre pandemic level which is 
giving negative signals to market
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VaLue inVesting
Debashish Neogi

Recently I read a nice article of Sunil 
Damania, CIO of Market Mojo, 
excerpts of this is produced below .

A few months back, many investors 
had a Fear Of Missing Out 
(FOMO) on the rally and jumped into 
the equity market despite expecting 
corrections. But today, the situation 
has turned upside down, as many 
are now suffering from FOGK (Fear 
Of Getting Killed). The reason for 
this change is extreme volatility in 
the market. In February, out of 20 
trading days, as high as four days 
market saw a gain or loss of more than 
1000 points. 

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 .

“ Neither FOMO is good nor
FOGK is good. Fear and 
greed are not good friends of 
the investors. We end up 
taking wrong calls when 
influenced by fear or greed... 
Invest bottom up and worry 
Top down”  

 4  Continued Page 5

No one knows for sure if the market 
corrects how long it will remain at 
the low levels. Remember the crash 
of last March and how strongly it 
recovered.

Hence don't take cash calls on the 
market. Keep a stock-specific 
approach. Stay invested in good 
quality companies. Good quality 
companies will correct when 
sentiments turn negative, but they 
would be the first to bounce back 
when sentiments improve. Also, 
there are not many alternate 
avenues you can park funds. 
Your exposure to the equity 
market should be those funds that 
you don't need for the next 3-5 
years.

I think Anand Sridharan put it in 
a nice way : "Which companies do 
I want to own at all? At what 
price? That’s all there is to my 
job. A short shopping list. Two 
columns: company, buy-price. On 
a well-caffeinated day, I know this 
in my head. On other days, I need 
a post-it note (yup, I am a 
Luddite). If prevailing price is 
lower, buy. Else, nap. As months 
pass, I update the second column. 
As years pass, the first.

Key question in every panic: does 
this change any line-item on my 
shopping list? This is the filter 
through which I parse every       

Investment Bottom up  -- While worry Top-down Investing

The ride is making investors nervous. 
They are not sure of what is the right 
strategy they should be following. 
Should they invest more as the 
market will extend rally? Should 
they sell as the market may fall? Or 
should they neither buy nor sell and 
continue to hold the existing 

portfolio?Another frustration is that the 
overall market is moving up, but not 
stocks held in the portfolio.

Let me state that neither FOMO is good 
nor FOGK is good. Fear and greed are 
not good friends of the investors. We 
end up taking wrong calls when 
influenced by fear or greed.

Yes, the market is volatile and will 
remain so in the coming months. Right 
now, two /opposite views are 
prevailing. Bull's camp believes that 
vaccines and the US stimulus package 
means growth in the world economy 
bouncing back strongly. This rally will 
extend as corporate profits would 
expand on the back of a strong 
economy. Even US Fed governor 
Jerome Powell did indicate that rates 
will remain low in the medium term.

On the other hand, the bear camp 
believes that the US stimulus package 
and revival in the economy will stoke 
inflation. The yield on the US Treasury 
market has moved up. If so, this is not 
good for the stock valuation. The lower 
yield means higher PE and vice versa. 
Some of the growth stocks have fallen 
from a high level due to rising yield.

So what should you do? Over the 
years, I have learned that there is no 
point in taking a cash call on the  
market. No one knows for sure when 
the market will correct or will it correct 
at all.   
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‘terrible’ thing that happens in the world 
around me: terrorist attacks, election 
outcomes, stagflations, recessions, 
superbugs, selfie sticks. No matter how bad 
the event, it is professionally a non-event if it 
doesn’t impact my shopping list. During or 
after each existential crisis, it’s worth doing 
a line-by-line review, asking: Do I still want 
to own this company? At same price? With a 
high bar on the former, and a conservative 
approach to the latter, my answers are 
usually yes and yes."

Because of almost a 100% rise in Nifty, 
nowdays I am often getting this question 
now  –Debashish, what do you think the 
level of market will be? I ALMOST 
ALWAYS give the same answer –I  don’t 
know in short term but in long term it will be 
going up !! 

Then obviously the second question 
comes ,what are you doing ?(what they mean 
is whether I am  buying or selling )?

My favorite answer is, Invest bottom up 
and worry top down ! Bottom up 
investment we do thru our proprietary 
model,  research and scuttle butt. Our 
mitigation measure for “ worry top down “ is 

always be in some % of cash and for 
shares which are overvalued (as per 
your own standard and not markets), 
have a trading strategy ideally 
thru  options.

I am giving a practical example of 
the same. I used to own Bajaj 
Fnance but given the quick drop 
and massive run up in recent past I 
sold my entire holding last month @ 
INR 5500/-  per share (it further 
went up to 5800/, now hovering at 
5300/-) 

Now why I sold Bajaj finance in 
first place ? I feel its over valued ( I 
may be wrong) and its right value 
now is around INR4800 ( which 
means I am willing in buying it back 
at this price).Hence I am now selling 
cash secured put on Bajaj finance @ 
4800 and earning around 80/- per 
share per month without owning the 
share . 

Now what’s a cash secured put ? 

The cash-secured put involves 
writing a put option and 
simultaneously setting aside the cash 
to buy the stock if assigned. If things 
go as hoped, it allows an investor to 
buy the stock at a price (4800/-) 
below its current market 
value(5300/- ). 

When you sell a cash-secured put, 
you earn a premium from selling a 
put (creating an obligation to buy 
the underlying security). You must 
maintain the cash for this obligation. 
When the sale of the put is executed, 
you will earn premium on this cash 
(80/- pert share )immediately.

How do cash-secured puts work? 
You sell a put, which obligates you  

you to buy shares of stock at a 
specific price (the strike price) on a 
specific day (the exercise date). 
The money you receive for selling 
that put is called the premium, 
which you receive immediately 
upon execution of the put. You 
earn the income from the premium, 
even if you do not have to purchase 
the security.

This helps you secure a lower 
price to purchase a security.

You might use this strategy if you 
want to purchase the security at a 
defined price below the current 
price. 

Happy investing !

Invest bottom up and worry top 
down –balance leave it to us to 
worry !! -
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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

  Unique Access to Frontier & 
Emerging Markets

  Value Stock Pick 
  Online Investment Platform

  Cheaper Cost
  Multi-bagger return
  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 Company7

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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