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Background of the Story

This is my newly born niece Anaya.

She was born on 4th April 2017.

As her Mama, I wanted to gift her some 
stock that she would hold for at least 20 
years.

Anaya is the quintessential example of the 
rare long term investor who takes a 20 year 
view on a company and is unaffected by 
short term ups and downs in stock price.

Dilemma for me – How do I select a stock 
that you can hold for decades with 
reasonable capital appreciation and 
adequate downside protection?



Negative Factor List

• No highly leveraged companies

• No turnaround situations

• No promoters with low/pledged holding

• No sin industries – liquor, tobacco, casino (I 
want Anaya to be proud of the company she 
owns)



Positive Factor List

• Businesses with established track record of 
profitable growth and yet having a good 
runway ahead

• Strong promoter driven management

• Respect for minority shareholders



Enter Jeremy Seigel

• Book recommended by Donald

• IBM vs Standard Oil

– IBM beats Standard Oil on every growth metric

– Standard Oil investors earned 30% more over a 55 
year period

• IBM had a P/E of 26.8, more than twice that of 
Standard Oil

• I learnt that Valuation is a key factor for better 
returns in a long term stock purchase



I faced the classic investor challenge

• How to find a stock with an excellent business 
characteristics at a cheap valuation at the time 
when the market is touching all time highs?

• The best place to start looking is in my existing 
portfolio – Maharashtra Scooters
– First found out by tracking PPFAS fund

– Holding company with stakes in Bajaj Auto and Bajaj 
Finance

– Mkt value of investments almost 2 times the Mkt Cap

– I found that MS had a big brother – Bajaj Holdings



Bajaj Holdings and Investment

Bajaj Holdings & Investment Limited, as its name suggests, is 
essentially a holding and investment company. As on 31 March 2017, 
the Company held strategic stakes of 31.54% in Bajaj Auto Ltd. (BAL), 
39.29% in Bajaj Finserv Ltd. (BFS) and 24% in Maharashtra Scooters 
Ltd. (MSL), the results of which it consolidates.

Bajaj Auto consolidates its ~ 48% stake in KTM AG, Austria.

Bajaj Finserv’s consolidated results include results of its lending arm 
Bajaj Finance Limited (BFL) and its two insurance subsidiaries - Bajaj 
Allianz Life Insurance Company Limited (BALIC) and Bajaj Allianz
General Insurance Company Limited (BAGIC).

Source – Q4 2016-17 Press Release 

http://www.bajajauto.com/BHIL/pdf/PressReleaseQ4-16-17-BHIL.PDF


Wow, did I read this correctly?

• In this single stock, you can get exposure to 

– Strategic stakes in Bajaj Auto, Bajaj Finserv and 
Bajaj Finance

– Professionally managed portfolio of equity and 
debt

– Investment Property

• Great, but at what price?



“You do not need complicated spreadsheets and/or complicated models to tell you a 
business is undervalued. It should simply scream UNDERVALUED!” - Buffet

Market Cap as on 26th May 2017 – 22,998 cr

Available for 38.75 cents on the dollar

Q4 2016-17 Press Release 

http://www.bajajauto.com/BHIL/pdf/PressReleaseQ4-16-17-BHIL.PDF


What are the downside risks?

• Poor capital allocation and unrelated 
diversifications

• No triggers to unlock the holding company 
discount

• Great examples – Berkshire, Teledyne

• Bad examples – TIC, CESC, UBL



Bajaj family seems unlikely to embark on 
unrelated diversifications



Past Stock Performance



Relative Performance of Group Cos

Historical 
underperforma
nce has created 
the under-
valuation. 

Open Question
Why should the 
gap narrow 
now?



Which is the one stock you would 
like to hold for 20 years?


