
Future Focus
Saugata Banerjee 

saugatab@mydigitian.com

MARKET WATCH

Digit ian View

A monthly Investment outlook

“..It is a great opportunity 
to get access to the long 
term Investors' investment 
book with a research 
capsule, buy/hold/sell real 
time guidance,  and get a 
return of 20%-60% in  
6-12 months - this is the
unique offer Surrogate
Investor brings ”
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Relevance of  Carl Icahn in Today's market  

Digitian View!

He was among the earliest American 
investors to devote substantial focus to 
investment opportunities in then-
overlooked foreign emerging markets 
such as Asia and Eastern Europe.

In this kind of market, Volatility 
Index will  be at the highest levels 
which will create unprecedented 
volatility in stock upto 20% both ways 
during a day.

2. expectation;

I hope you are enjoying this 
small capsules of stalwart 
Investors and brushing up your 
investment funda. In my Investor 
Guru Series, I will discuss  the 
philosophies of a Guru Investor, 
who mainly carried  ACTIVIST 
INVESTOR tag -  Carl Icahn - 
and his relevance in Today's 
Market.   

Carl Icahn - commenced his journey in 
stock market in 1960 after graduating 
from  Princeton University in 
Philosophy. In initial years he 
concentrated on Options.  Commenced 
his own Option Trading Firm with 
investments from his uncle and set the 
foundation of Icahn Enterprises, a 
public company later.

In 1980s, He was reputed  as "Corporate 
Raider".  He took over many companies 
through hostile bidding and later sold 
the company at a profit. Among the 
Notable Takeover bid was -  Tappan, 

economy. The core of Price's approach, 
proprietary research to guide investment 
selection and diversification to reduce risk. 
Secondly, instead of charging a 
commission, as others in the business did 

 Bayswater Realty, Capital Corporations, 
ACF Industries etc. The main hostile 
Takeover was :  Trans world Airlines,
(1988). Texaco, Marvel comics (1999) Xo 
communication (2005)  Take 2 
Interactive(2006)s etc . Among the 
notable failed bids was US streets, Pan 
Am, Lionsgate Films. 
 "A lot of people died fighting Tyranny 
The least I can do is  vote against it."

 In the end of Twentieth Century, 
gradually, he turned into an Activist 
shareholders by acquiring  to be 
amongst large shareholders and try to 
steer the managements and companies 
through Proxy voting control.   In this 
phase  Biogen (2007),  Yahoo & 
Motorola (2008), Clorox (2011), Netflix 
(2011), Apple (2014), Lyft (2015)  Xerox 
(2015) and Hertz (2016) are notable 
ones.  In 2014, he pushed Ebay to sell off 
Paypal and then later exchanged his ebay 
share for PayPal. In more recent phases 
his fight as Activist shareholders through 
Open letter to  McDonald, Krogger for 
Organic protein, to Board of South-West 
Gas  and Oxydental for risking 
shareholders capital to protect Board/ 
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COUNTRY DATA

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

. 

or merger. Non-financial goals may be 
the  abandonment of operations in 
certain markets or the adoption of 
socially or environmentally friendly 
policies.

 Forms of Shareholder Activism

Activist shareholders can avail 
themselves of different methods to push 
the desired changes within or for the 
company, includes :

1. Shareholder resolution : This is a
proposal that can be submitted by the
shareholders for a vote at the company’s
annual meeting.

2. Proxy Fights : When a group of
shareholders is not content with the
company’s management or its actions/
decisions, it may persuade other
shareholders to use their proxy votes to
effect changes in the management.

3. Publicity campaigns : An activist
shareholder may use mass media to draw
the public’s attention to a problem or
issue in a corporation.

4. Negotiations with management :
Sometimes, activist shareholders can
reach their goals through a simple
negotiation with corporate management.
5. Litigation : Activist shareholders can
also initiate legal action against the
company’s management to reach their
goals but a  least desirable option.

Activist investors see weaknesses or 
problems resulting in undervaluations 
but they also envision solutions in the 
form of strategic initiatives that they 
believe will increase shareholder value. 
These are :

Increasing operational Efficiencies and 
cost reduction, Strategic M&A/ assets 
stripping, capital Allocation and Share 
Buy back and Governance change of 
Board or management.

Other Top Activist shareholders are 
Daniel Loeb, Bill Ackman, Paul Singer, 
Nelson Peltz, Barry Rosentien etc.

Happy investing.

background of the people who started 
it and directed its past and the hopes 
and ambitions of those who are 
planning its future.”

n  
he can think independently of the 
crowd and reach the rich answer when 
the majority of financial opinion is 
leaning the other way."

Management Interest; to HP Board to 
stop merger with and with Xerox,
Icahn said, "My investment philosophy, 
generally, with exceptions, is to buy 
something when no one wants it." 
Icahn  aggressively purchases a significant 
position in the corporation and either 
calls for the election of an entirely new 
board of directors or the divestiture of 
assets in order to deliver more value to 
shareholders. Icahn focuses publicly on 
CEO compensation, arguing that many 
top executives are grossly overpaid and 
that their pay is not commensurate with 
shareholder returns.
Investors followed his lead and bought 
into the businesses he set his focus upon. 
The increase in stock price caused by the 
anticipation that Icahn would uncover 
shareholder value became known as the 
"Icahn lift".
Thus his style  of investing is 
unconventional  but the main relevance 
in todays day, is you have to follow an 
activist shareholding investor as 
they create a rise in the valuation 
of the Target company within a 
medium term window.  But as a Harvard 
study Puts it only 17% of them see 
success.

Activist Shareholder & Investor

An activist shareholder is a shareholder 
of a corporation who attempts to use his 
or her equity stake in a company to 
achieve certain goals. The main goal of 
activist shareholders is bringing change 
within or for the company. They intend 
to affect the behavior of a company by 
exercising their voting power or 
influencing other shareholders. An 
activist shareholder does not necessarily 
need to own a large equity stake in a 
company.
The reasons for the shareholders’ 
activism may be financial or non-
financial. Financial goals include cost-
cutting, changes in the corporate or 
financial structure, or a spin-off 

4. 
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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

S& P  500 Returns in USA
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ESTING
Debashish Neogi

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 .

China +1 strategy which will 
only add to India’s benefit .  

If you are a fundamental investor, 
please allocate some money to the 
below themes for a long period of 
time –BUT invest .

*Know when to jump out*

Another interesting extract from one of 
my favorite all time favorite 
writer ,Morgan Housel  

Many investors have little tolerance for 
a bad year or a stretch of 
underperformance. They think it’s 
noble. “I demand excellence,” they’ll 
say. But it’s just unrealistic. The huge 
majority of them won’t survive. 
Compounding is fueled by endurance, 
so sitting through market insanity is not 
a defect; it’s accepting an optimal level 
of hassle.

Some of this money has found its way 
into stock markets all around the world, 
including India, driving stock prices way 
beyond what the earnings of companies 
justify. The foreign institutional investors 
invested a whopping $37.03 billion in 
Indian stocks in 2020-21, the highest they 
have ever invested. The next best being 
$25.83 billion in 2012-13.

This sent stock prices soaring with the 
Sensex, India’s most famous stock 
market index, gaining 68% in 2020-21. In 
fact,  the market capitalisation of all BSE 
listed stocks (not just the 30 Sensex 
stocks) went up by Rs 90.82 lakh crore in 
2020-21.

The poor do not buy stocks, the rich 
do. The rally in the stock market has 
benefited them tremendously, making 
them richer. 

Continued Page 5

The excerpts from the Article -
Do they have too much in equities? Is 
tech too large a weightage? Is this the 
year to make the shift from US assets to 
emerging markets (EMs)? Will investors 
in India be raising cash for the stream 
of upcoming initial public offerings? All 
are valid questions, and all need debate 
and discussion. 

A similar question that is on the mind of 
global investors is what to do with 
India? The markets have done 
surprisingly well over the last two 
years, rising over 45 per cent from 
January 2020 compared to a 35 per 
cent rise for the US and less than 20 per 
cent for EM equities as a whole."

The Indian markets are expensive, 
trading at over 22 times forward 
earnings and are at a steep 90 per cent 
premium to the broader EM universe. 
Most valuation ratios in India are 
higher than long-term averages. This 
out-performance is despite India still 
not having recovered fully, with year-
end 2021 gross domestic product (GDP) 
still about 5 per cent below the pre-
Covid trajectory, unlike the US and 
other large EM countries where the  

The Art of investing in small cap (Part 2)  

4

 When the operating margin had 
peaked at 31% ,he repeatedly said 
that the operating margin is not 
sustainable but the investors never 
believed him and now when the 
operating margin have tanked he still 
repeats same thing –that his steady 
state margin is around 15% which 
again investors are not believing and 
stock price have tanked ! 

I believe the operating margin has 
some inverse correlation to crude 
prices in a way with some time lag 
of 6 months (see Figure 1)
Execution – The numbers speaks 
for itself !

I  feel NGL have some pricing 
power like FMCG .The reasons I am 
saying so are as follows:

1.In FMCG ,brands like Parachute,
Dabur have pricing power ,hence
they can pass on prices but with a
time lag (much shorter time lag than
NGL ) .

“  I n  case of  mastering the art 
of investing in small cap , the 
most important focus be 
on  Founders/
management and their 
execution skills - whther 
they are intelligent 
fanatics who are less 
charismatic but more 
believe walking the talk"

We met few production guys in the 
company. Looks like an environment of 
openness and transparency, with freedom 
for employees to show their talent and 
capability .The organization doesn’t look 
bureaucratic .People have an 
empowerment  feeling !  

These small things matter as it talks 
about the “middle class human side “of 
the company where typically most people 
are happy and no one loses in the 
process.

5) Integrity - He feels people have
contributed a lot for the company’s
success . –We felt he doesn’t want to
retrench employees ,looks for rankers
which is why the attrition rate for senior
management is less than 2 % .The entire
day we saw Rahuls simplicity ,doesn’t
show off ,not extravagant at all  ,no ego ,
gives his car for us for another factory
visit (not NGL ), opens the door for us  –
conjecture -these type of people generally
don’t have personal integrity issue.

The smaller the company, the more 
should be the focus on management 
and qualitative analysis. CEOs of small 
microcap companies tend to wear a 
bunch of hats, so their influence is 
much greater than larger companies. 
Founders are the difference makers.

Intelligent Fanatic = (Long Term 
Vision + Focus + Energy + Integrity 
+ Intelligence) x Execution

The combination of all these traits 
multiplied by execution is what makes 
an “intelligent fanatic”. 

Debashish wrote in the last Newsletter 
(please click for reading)

He already discussed first three compo 
-nents Vision, Focus and Energy

4) Intelligence - Extremely 
knowledgeable, yet humble ( a CA 
with a Management degree ).We saw 
him reviewing the production guys and 
the project guys working on the new 
factory . He looks like an all  rounder, 
"feet on ground person" –who looks 
after production, sales and business 
development, finance & HR –typical 
of a promoter run  business. Having 
said that he is modern and not old 
fashioned promoters with ego .He 
didn’t have a flashy cabin nor a 
separate toilet in factory. In fact he ate 
lunch with all in the same small area in 
pantry, enough to accommodate  only     
         5-6 people !
  
These small things matter as it talks 
about the “middle class human side “of 
the company where typically most 
people are happy and no one loses in 
the process 
  

.

Figure 1
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2. Having said that when
commodity  prices come down  ,they
reduce consumer prices with also a time
lag and use that “abnormal “ profit by
increasing advertising spends (creating
more stickiness for consumers for
future ) and /or park the excess in
provision for difficult times .Because of
this FMCG margins and return ratio’s are
much more stable in short run .

3. In case of NGL I feel there is very
high customer (B2B) stickness because
of NGL’s  quality ,service delivery
assurance and long term orientation
(where NGL take time to pass on costs in
short run ) which is why NGL margin
and return ratio’s take a beating in short
run .
4. Over longer period of few
quarters or a year ,the equilibrium (of
excess supply vis a vis demand because
of under cut in prices by players ) sets in
and margin & return profile,if taken ,over
a 3/5 /7 year period )averages out .

5. While comparing with  FMCG
brands of Marico and Dabur is not fair to
NGL ,but just to make a point NGL  have
a created a superior business which is on
a “sustainable profitable growth “with
enviable margin and return ratios similar
to FMCG ,hence comparison &
expectation  in short run because of
sector dynamics, by analsyts /investors
on margin/return ratios ,is not far is my
view   .

I have appended a  comparison of margin 
and return ratio’s of NGL with Marico 
and Dabur (Table 1) The right 
comparison would be Dabur as their 
business is much more diversified like 
NGL ,whereas Marico profitability is 
more driven by two brands –Parachute & 
Saffolla .

I have also compared NGL with other 
good chemical companies ,the return 
ratio is  very much at par/even better than 
some of them !  (Table 2)

Happy Invetsing!

Like Ian Cassel said “ Intelligent 
fanatics let their execution do the 
talking’’. Financial number over 
long period of time is an outcome 
of THAT execution!! 

Risk to the Business : 
Now NGL is in a challenging 
situation – in a  double whammy 
kind of situation  –volume growth 
coming down and raw material 
prices going up .I feel this is 
temporary, like I said  before  
which is a factor of excess supply 
vis a vis demand (of the sector) 
because of under cut in prices by 
unorganized/small  players . 

Having said that in future, I feel 
business growth to come from :

1. Existing product & new
geography –though would  not be
much here  , as penetration is high
and NGL  have  market share of
50% + in top 5

2. Growth to come from new
category –ie poultry
3. New products –NGL plans
to launch 2-4 new product every
year

Table 1    :  Comparison with FMCG Brand

Table 2   Comparison with  Peer  Companies

4. In Future new regulated markets

Operating margin should be 
upwards of 15% + due to
1. Increasing operating leverage
2. Crude oil impact
In my view, profit should grow at 18%
-20% pa for next 5/7 years  –hence
logically the share price would be
10x in 10 years !

Last but not the least ,was very 
impressed with the succession 
planning. His son Aahan is young 
dynamic and a quick learner, has a 
very positive  attitude .He is an IT 
professional, studied and worked in 
USA .

Can I be wrong in my future 
assessment of NGL  –offcourse I can 
be completely wrong   as because of 
my investment I am completely biased 
–but only truth is I have tracked Rahul
from an outside in perspective for long
met him recently, hence I would
rather bet on a person who has
walked the talk and doesn’t talk /
make castles in air –ultimately
promoter and quality of
management makes the difference
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to be continued  .......
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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 2022 special

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
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https://www.mydigitian.com/wp-content/uploads/2022/02/India-Budget-2022.pdf
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