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                 My daily playground 
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In the business of reading.... 
               From data –to- information-to- knowledge 

 

What to read –vs- 

                    What not to read, equally important 

 

  Reading what is coming to us ( emails, news, broker reports ), vs  

                               What we should read 

 

 

Not our food, but are we consciously managing our reading palate !! 

 

 



What is our mix of idea generation :   
Internally generated high-conviction VS ideas out of networking…….. 
  

EQ/PQ for external vs  IQ/TQ for internal 

We all need to find OUR own balance –of- plant 



Idea –to- Investment : my decision framework 



Framework for Business of businesses 
 
 

Price vs Value 
 

One can get 
either good 

price or good 
news… 

 
Never will 
everything 

suffice or be 
perfect… 

 
Never will 
one have 
complete 
clarity… 

 
 
 



Wealth Creation – Challenging Probability  
 
 
 
 

Why is 
Process 

Important 
 

Despite 
getting major 
parameters 

correct –
probability of 

a good 
investment 
decision is 

significantly 
lower than 
what one 

would 
imagine 

 
 
 



My tool kit.... 

 Google keep – As far as possible, have a To-Do check-list for the day…. 

 

 Feedly – Intergrates all newspapers / magazines / blogs via categories / genres 

 

 Management Interviews : a weekly collation - Email-filter, Feedly, Money-control 

 

 Reported fundamental data 

Detailed AR Scan, Qtr’ly / TTM Trends, Red / Green flags, Ownership, Capital Allocation, 
Peer comparison & Aggregates 

 

 Bloomberg – Bang for buck, Google not even close 

Global research, Broker research, Company fillings, Earnings Calls/Transcripts, All-round 
Alerts, Price & Corporate action data, Technicals 

 

  Youtube -  Reach out to anyone....... 

Google Talks, Market-makers, Wizards of DS, MOSL, PPFS, KIE, Sadhguru, Robin Sharma 
etc 

 

 Automated Pre-set Screeners 



Creation of Universe ::  

A/B/C/D :: Clear Leaders/Emerging Leaders/Laggards/Block 

 

 Detailed Annual Report Scan 

 Detailed Annual & Qtr’ly Consolidated/Parent/Segment  

       One-click 10years excel workbook 

 

 Database of Detailed Annual & Qtr’ly data 

 Bigger trends – Margins, Cash-flows, Incremental RoC, Red-Flags / Green-Flags 

 Occasional Technical alerts – only within fundamental A/B universe… 

 Ownership / Smart-money tracker 

 Special Situations  

 

 

 
‘Just-in-time’ / One-click workflow…. 

             Templatizing basics 



My dimensions 
of – Capital 

allocation, Risk-
management, 
Sustainable 

compounding, Re-
Investment of 

profits….. 
 

And more so – 
Making less 

mistakes 
 

Limited & 
Disciplined 

Trading vital for 
building cushion / 

contingencies 



Signal vs Noise 



Case - LTCM of a stock…. 

Had flagged 
these 

April’2015 
internally – 

the price 
rose 2-2.5x 
after that 

 
Co. belonged 
to a Japanese 
parent which 

got awards for 
be ‘Ethical 
‘company 

 
Notice the 

shaded area 



Didn’t require 
anything more 
than common 

sense and basic 
financial 
statement 

knowledge to 
identify this 

time-bomb…. 



 
 

If we are bothered or  
believe in 

‘aggregates’ we must 
look it with some 

judgement…. 
 
 

India impacted by $9.5bn of 
Provisions & Exceptionals 

 
59 cos have been removed 

from this aggregate :: 
 

Mcap 192k crs, Ebitda at 40k 
crs ( down -25k crs ), PAT at 
-60kcrs ( down from -35k crs 
), Net Debt 650k crs , CFO -

8.5k 
 
 

Did we see the distorting 
in Q4’FY16 IT Results !! 

 
CONTEXT as much imp 

than Content 
 
 

 



 
 

As far as talk of US 
Recession goes….. 

 
 

Overview of US P/L – 
 2 years 

 
A ~$300bn swing in 

EBIT & ~$100bn swing 
in PAT of Oil & Oil 

Services cos over 2013 
 
 

X-Fin. & X-Energy 
growing reasonably well 

: Sales & EBIT 4% 
CAGR, PAT 14%  

 
Now that Oil has 

rebounded to a sweet 
spot – will base affect 

play out ? 
 
 
 
 



 
 

Overview of US Return 
Ratios & Leverage 

 
X-Fin. & X-Energy saw 
RoE expanding to 20% 

from 16% however with 
significant increase in 
ND/Eq from 32% -to- 
49%, added $874bn of 

Net-Debt 
 

X-Financial RoE increase 
220bps to 17% with 

increase in ND/Equity 
from 32% to 50%, added 

$1trn of Debt 
 

# RoE / RoC can expand 
due to shrinkage in 

Equity / Asset base or 
Operating Leverage or 
Increase in Leverage 

 
 
 
 
 



 
 

Growth vs 
Valuation Ratios 

 
 

Total Aggregate of 
1800+ cos, Mcap 

$23trn @  
18x PE for RoE 15% 

 
X-Fin. & X-Energy 

aggregate at an 
astonishing 

Operating Cash 
Flow Yield of 7.6% 
with RoE 20% with 

1.8% Div. Yield 
 

# $1.4trn of Energy 
Mcap is in 

negative P/L , 
contributing zero 

RoE 
 
 



My Guiding Principles… 
  
Easy to separate good from bad, hard to separate Great from good – Processes help me 
 Reported Nos. needs adjustments & context to be useful ( Reported CF’s are overstated ) 
 All that matters is Cash-flows, CF growth, Cash-RoC & longevity of these 
 It is very company, entrepreneur & business specific – no sector generalizations  
 Selling out is a story we all have…..Don’t sell on valuations, but on growth reversal 
 Making lesser mistakes is as much focus -  avoid value traps, red-flag cos however cheap 
 Please leave MACROS to journalism…doesn’t matter an iota  
 Talk to right people with processes – nonetheless have independent & original thinking 
 
 

 Proportion of Allocation in Great & Good cos never to dip below 75% 

 Minimum one stock of 20% allocation : hard-work > disproportionate gains 

 Minimum 3% allocation ( Avoid fringe exposure ) 

 Not more than 20 stocks at the most, 12-15 stocks should be 80% 

 Re-Investment is the hardest thing to do – Guard your booked profits well 

Cut-out noise / loose opinions / Category D companies on a continuous basis 



“Formal education will make you a living; self-education will make you a fortune.” 

Jim Rohn 


