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FROM Editor’S desk



O



ur last issue was an attempt to capture one of the most fatal events in the history of high street finance – The fall of all the standalone Wall Street Investment Banks. Before they went down, these extraordinary firms had dealt a body blow to many banks and hedge funds which were highly leveraged on their securities, read Collateralized Debt Obligations. There has been no good news from the world of finance since then. Stock markets from Tokyo to New York have hit rockbottom. Investors with appetite for bottom-fishing are also hardly seen. Consumers and companies are feeling the pinch as sales and profit figures have shrunk. Poor economic data around the world, another wave of corporate profit warnings and job cut announcements have intensified fears of deep global recessions. Most of the big corporate houses of the world ended their Q2 and Q3 in the red zone. Most of the European countries have been pushed into recession while some like France have narrowly escaped. Currencies have been experiencing unprecedented volatility. Oil and other commodities have tumbled on fears of plummeting demand. In short, the world has entered into “The Age of Turbulence” as predicted by former fed chief Alan Greenspan. Central Banks and Governments across continents have been billing overtime to counter this crisis. Multiple liquidity windows have been opened in order to flush out the menacing “Bear” from the bloodshed financial markets. Governments have announced billions of dollars of bail-out packages while Central Banks have reduced Cash Reserves Ratio, Benchmark rates and Statutory Liquidity ratios. But No amount of money seems enough, Neither in Wall Street, nor in Dalal Street, Asia or the Eurozone. Stock Exchange Regulatory Boards in some countries have curbed short selling while some have tried to open floodgates for foreign investment. The much awaited “Bull” which had shied away from the streets as the Bear ripped apart financial markets has tried to return on certain occasions. But it ran for cover the very next instant. The current crisis is more seen as a crisis of confidence and sentiments. Central Banks and Treasury Departments have been trying to restore investor confidence with much pep talk but to no avail. Some leaders have also appealed for a new financial world order at the G-8 and G-20 summits. The International Monetary Fund has also taken proactive measure to channelize funds from developed nations to crisis hit developing nations. The world is experiencing a series of concerted global actions to counter the situation. This cover story tries to capture the life after wall street, its impact on corporate results, GDP growth rate, counter actions taken by Governments, Central Banks and Exchange Boards and its faint impact on the markets. This edition does not promise to find the Bull. Some analysts say we may not see the Bull soon. Some wish the soul of the Bull “Rest in Peace”. Lets face the Reality ... - biswadeep Parida (Editor- Niveshak)
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investor’s pick



D. Subbarao by amit Chowdhary



M



r D. Subbarao was appointed as the 22nd governor of the Reserve Bank Of India(RBI). He took over from Y. V. Reddy. Prior to this he has served as finance secretary and was secretary of the Prime Minister’s Economic Advisory Council. He is 1972 batch IAS officer of Andhra Pradesh cadre. He studied physics at IIT and was amongst the first IITians to join civil services. He did his MS in economics from the Ohio State University and also has a PhD in economics. After the finance minister, the RBI governor is the second most important body in India’s financial hierarchy. It controls the monetary policy, which eventually decides the direction and status of the country. He took over as the governor of RBI at the time when the world has been facing the worst financial situation. To keep inflation under check would be his other biggest challenge. The macro-economic situation is challenging with the slowing down of growth and inflation worries. He gets into action straightway with the policy review of RBI. To check the liquidity crunch RBI has reduced the repo rate to 7.5%, SLR to 24% and CRR to 5.5% to infuse more money into the system. He has infused liquidity in the system at the time when investors were loosing faith in Indian market. The banks reacted positively to those measures and SBI and other public sector banks have reduced their PLR by 0.75%. This will also send a positive signal to the capital market. Now mutual funds will also be able to borrow and play an active role in the equity market. Mr Subbarao has strong believe in the fundamentals of Indian financial systems. He believes that private consumption, private investment and exports are still on track. The recent moderation is only a cyclical downturn. According to him though India may face indirect impacts on capital flows and exports still it may escape the worst consequences of the global financial crisis. He expects addi-
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tional demand for domestic bank credit in the near term with reduced availability of funds in the international market. He has suggested to relook at the deposit insurance coverage and may extend it to mutual funds and money market. His policies are said to be centered around managing a judicious balance between price stability, sustaining the growth momentum and maintaining financial stability. With earlier experience as finance secretary in Andhra Pradesh, public finance in Africa and East Asia and lead economist in the World Bank he has a deep knowledge of the monetary policies and their effects. In the recent global meltdown the Indian banking system has the minimal impact due to the close monitoring by the RBI and its cautious monetary measures. In the context of the recent uncertain global situation Mr. D. Subbarao has announced to closely monitor the situation. He will employ both conventional and unconventional measures for the benefit of Indian financial system. Yet it remains to be seen how he steers the Indian economy out of the current recession.



(contact the author at [email protected])



Did you know? The RBI was established in 1935 and was privately owned. It was nationalized in 1949. The initial central office of RBI was at Calcutta
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finsight nomic trends over time, investors might gain insight that will help them make better investment decisions. For example, there have been a growing number of charts that compare recent index trends to the patterns from the 1929 Crash and the Japanese bubble. While there are many differences between the economies of then and now, studying the similarities and differences will help us prevent repeating the sins of our precedents.



The Other Side There



Insight into the Index by M.Wenkatesh Sawanth Patri



I



ndex is a statistical measure of change in an economy or a securities market. It is a basket of securities and the average price movement of the basket of securities indicates the index movement, whether upwards or downwards. An index is an imaginary portfolio of securities representing a particular market or a portion of it. Stock and bond market indexes are used to construct index mutual funds and exchange-traded funds (ETFs) whose portfolios mirror the components of the index. Because, technically, one can’t actually invest in an index, index mutual funds and exchange-traded funds (based on indexes) allow investors to invest in securities representing broad market segments and/or the total market. As every coin has two sides of it, Index also has two sides both positive and negative side. Let us see both aspects.



The Positive Side Indexes are useful tools for tracking market trends. Despite the shortcomings discussed below, indexes are the only tool we have that provides a historical perspective to a market with a chronically short memory. By understanding how and why the indexes react in the eco-
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are



three



main



criticisms



of



indexes:



1. Calculation Bias (the way the indexes are calculated) Most indexes are market-cap weighted, meaning that the stocks with the largest market capitalization have the larger weighting in and larger influence on the index. This overweighing means that if the “big dog” is sick, the whole “market” gets the flu, regardless of the strength in the smaller stocks that are in the index. For a current example, look at the Nasdaq Composite. Because all the tech giants are falling, the whole index is pulled down, despite the fact that there are numerous other smaller stocks that are rising. 2. Representative Bias (what the indexes do not measure) - By definition, an index is comprised of a small number of stocks, picked to represent some universe of stocks. Committees pick which stocks are included in the index, and they change these stocks over time in order to reflect the economy as it is for that year. (Indexes are generally redefined each year.) Consequently, one cannot look at a historical chart of any index and assume that it represents the trading pattern of the same stocks over a long period of time. This also means that committees, being human, can make mistakes and pick the wrong stocks for the index. 3. The market, however, is more dynamic than the indexes. There are many publicly-traded companies that have strong fundamentals and growing earnings, but they remain undervalued because nobody knows about them. Maybe that is why some say the economy is ahead of Dalal Street or Wall Street. Hence it can be concluded that Indexes are useful tools if one know what they represent and what they don’t represent. They provide a good historical perspective, but they should not be viewed as the market.



(contact the author at [email protected])
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fin gyaan



The US Federal Reserve System by mayank arora



T



he Federal Reserve System (also The Fed) is the quasi-public (government entity with private components) banking system of the United States. It was created in 1913 by the enactment of the Federal Reserve Act .



Functions of the Federal Reserve System include: 



1. To serve as the central bank for the United States and minimizing the occurrence of bank runs(bank does not have cash reserves to give to their depositors simultaneously) and respond properly when they happen. 2. To strike a balance between private interests of banks and the centralized responsibility of government by supervising and regulating banking institutions and protecting the credit rights of the customers. 3. To manage the nation’s money supply through monetary policy to achieve conflicting goals of maximum employment, stable prices and moderate long-term interest rates. 4. To provide financial services to depository institutions, the U.S. government, and foreign official institutions, including playing a major role in operating the nation’s payments system by facilitating exchange of payments among regions and responding to local liquidity needs. 5. To strengthen U.S. standing in the world economy 6 It has the authority and financial resources to act as “lender of last resort” by extending credit to depository institutions or to other entities in unusual circumstances involving a national or regional emergency, where failure to obtain credit would have a severe adverse impact on the economy.



Organisation of federal system The Federal Reserve System as a whole is the nation’s central bank which operates on its own earnings. It consists of 12 regional banks with 25 branches. The board of governors consists of 7 members (serving staggered 14 year terms) selected by the President of the United States and confirmed by the senate. Their responsibilities include Oversees System operations, making regulatory decisions, and setting reserve requirements. The Federal Open Market Committee is the System’s key monetary policymaking body composed of the 7 members of the Board of Governors and the Reserve Bank presidents, 5 of whom serve as voting members on a rotating basis. Their decisions seek to foster economic growth with price stability by influencing the flow of money and credit. Each of the 12 regional banks is independently incorporated with a 9-member board of directors, with 6 of them elected by the member banks while the remaining 3 are designated by the Board of Governors. They are required to set a discount rate, subject to approval by Board of Governors. Their responsibility is to monitor economy and financial institutions in their districts and provide financial services to the U.S. government and depository institutions. Federal funds are the reserve balances that private banks keep at their local Federal Reserve Bank. They do this by holding stock of their local Federal Reserve Bank. The purpose of keeping funds at a Federal Reserve Bank is to have a mechanism through which private banks can lend funds to one another( if a private bank has reserves greater than the required amount, the excess reserves can be lend to other private banks who don’t have sufficient reserves). The Federal Reserve System uses advisory committees in carrying out its varied responsibilities. Three of these committees-Federal Advisory Council, Consumer Advisory Council and Thrift Institutions Advisory Council- advise the Board of Governors directly.
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(contact the author at [email protected])



Did you know? The Federal Reserve turns its earnings over (after paying its expenses) to the U.S. Treasury. About 95 percent of the Reserve Banks’ net earnings has been paid into the Treasury since the Federal Reserve System began in 1914.
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cover story



Forget Put & Call...



...its free fall for now! by Biswadeep parida



T



he World of Finance has entered into one of the most turbulent periods of all times. Scrips have been seeing the RED on every closing bell across the globe. Even Sir Issac Newton would fail to explain this free fall. Forget share prices only, prices of all assets- Gold, Crude Oil, Commodity prices, bonds, currency, and realty prices have hit rock bottom. Even Inflation has come down on account of cheaper crude oil ($60 per barrel) and commodities. Cheaper crude and falling Inflation ah ha... We never cared
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to notice this amidst news of falling Financial Institutions, Merger talks between Automobile majors, job losses, Q2 and Q3 corporate losses and countries going into recessions. Dont blame it on Governments and Central Banks for now. They have come up with a slew of steps to flood the markets with liquidity but the Bear is still on Rampage. Let us now track the events in Financial markets across the globe with special reference to Dalal Street in the last one month.



Volume 1 Issue 4 



November 2008



8



cover story Free Fall



On the 29th of September 2008, as rumours about ICICI bank’s exposure to Lehman’s toxic assets spread across the street, people flooded ATMs to mop up their cash and ICICI’s share hit a 2-year low with a fall of 14%. It took the ICICI chief K.V.Kamath’s Press address who had to cancel his London trip and clarifications by Ministry of Finance, SEBI and RBI to hold market sentiments.On the 6th of October 2008, As panic grips global streets, Sensex fell by 725 points touching 11733 while exchanges Nikkei to Nasdaq fell by 3-6%. This sort of massive fall was also noticed on three quarters of the trading sessions. A day later Global Rating major Standard & Poors slashed down credit ratings of all financial institutions and corporate houses. Scrips hit severely across the globe. Fitch and Moody’s follow suit soon. Bad Financial data took markets down on 10th October 2008. Sensex fell down by 800 points as the Central Statistical Organization(CSO) declared revised Index of Industrial Production (IIP) to be as low as 1.3%. RBI slashed CRR, Finance Minister assured markets with some pep talk but panic and rumours let the bear loose on the market. Heavy selling by FIIs drain forex reserves devaluing Rupee against Dollar as Sensex falls below the psychological 10000 mark on 17th October 2008. Soon the sensex touched 35 month low at 8567 points. Same day rupee got past the 50 mark against he dollar. The Sensex had fallen by 58% this year as compared to 47% in 1992-the year of Harshad Mehtas and 40% in 2000-the year of Dotcom bubble burst. Some of the major players of the sensex which skyrocketed when the Bull ran wild were the ones who took the larger share of Bear pounding. Stocks of Unitech, DLF, Hindalco, Ambuja Cements, RIL etc fell by 80-90%. As a result wealth of India’s Global Fortune Top 20 billionaires falls by 60-80%. A slew of Q2 and Q3 corporate results in the RED also threatened the markets. Over and above this, negative or marginal Q3 GDP growth rates of all countries spelt havoc on markets. Most of the countries in the eurzone were pushed to the brink of recession.



Measures Taken



Central Banks from Bank of Japan to Federal Reserve of US including our RBI create a record of sorts in revising CRR and benchmark rates with unprecedented frequency among a host of other measures to restore investor confidence and liquidity in the market.



On 2nd October 2008, Securities Exchange Commission bans short selling in Major US exchanges to tame ruthless short-sellers.Late into the night of 3rd October 2008, The US House of Representatives approve the $700 bn historic bailout plan 263-171. Major Central Banks expected to follow suit. On 14th of November 2008, US President George Bush announced a $250bn plan of Fed



9



to buy shares of sub prime hot banks like Citigroup, Goldman Sachs, Wells Fargo, JP Morgan Chase, Bank of America, Merrill Lynch, Morgan Stanley, State Street Corp and Bank of New York. This move indeed restored some confidence and all major scrips of the world saw green at closing bell. Fed disclosed its plan to buy huge amounts of Commercial Papers(CP) to pump in liquidity into corporate and boost investor confidence. CP is a short term financing mechanism that many companies rely on to finance their day to day operations such as purchasing, supplies and payrolls. The period is as short as 7-15 days. This daily market of $ 100 bn has dried up in the US making companies vulnerable. On 1st October 2008 ,RBI asked Indian FIs to reveal their exposure to AIG, Lehman, Fortis, Washington Mutual and Wachovia after rumours about ICICI ripped apart the markets. On 6th October, taking cue of the massive fall in the bourses, RBI reduces Cash Reserves ratio (CRR) by 50 bps to 8.5% which would release Rs. 20,000 Cr into the market. SEBI also opens floodgates of FDI by easing curbs on Participatory notes (P-Notes).Repo rates were again slashed by 100bps on 20th October. As a confidence building measure, the Government has also promised to help PSU banks to raise Capital Adequacy ratio to 12% against the Basel-II requirement of 10%. This move would make PSU banks safer than other banks. In yet another desperate attempt to bolster the sinking stock market, SEBI announced that promoters holding between 55-75% can buy back 5% of their equity through creeping acquisitions route. This buyback has to be through open market and would be outside the purview of SEBI Regulations. Taking advantage of this, Reliance Infrastructures bought back 16 lac shares. In order to provide corporates with liquidity, state owned Life Insurance Corporation(LIC) invested Rs 15,000 Cr in non-convertible bonds in companies ranging from Tatas and L n T to Mahindra and Mahindra. The Chancellor of Exchequer of UK approved a $ 50 bn bailout package to its banks like RBS Barclays to bolster their capital by mortgage related losses. It has also agreed to provide a $200bn short term lending to its banks and corporate houses. ECB also declared to offer unlimited dollar bonds to all their financial institutions to improve liquidity in short term dollar funding markets. BoE, European Central Bank, Swiss National bank etc announced to make US dollar term loans for periods of 7, 28 and 84 days at fixed interest rates. Taking cue of this available liquidity, Barclays raised £6.5bn, RBS raised £20bn and Lloyds TSB raised £5.5bn to fortify their capital base. On 8th October 2008, In a major global coordinated action to pump in liquidity and confidence into the markets, Central Banks including US Fed, European Central Bank, Bank of England(BoE), Bank of Canada, Peoples Bank of China etc further cut benchmark rates by 50bps on an average. However this could not do enough to tame the
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cover story bear as all indices fall by 2-5%. This action was replayed many times in the month that followed wherein most Central banks cut their benchmark rates by as much as 300 bps. Many a times, Exchange boards had to halt trading as share prices continue freefall. They also continue their ban on short selling. Government of Australia’s Department of Treasury also went to the extent of guaranteeing all the deposits in Australian Banks for 3 years. Apart from this, it unveiled a $ 7 bn fiscal stimulus package which is 1% the size of Australia’s GDP. In the weeks that followed, many Central banks came up with bailout packages like South Korea ($130bn), Germany ($645bn), Japan ($51bn) and China($586bn).This did help the markets but could not sustain the bull run for long.



Merger Talks



BNP Paribas snaps up Belgium and Luxemberg assets of sub prime hit European financial major Fortis for $20bn. This helps BNP Paribas consolidate its position as the largest bank in the eurozone in terms of deposits. Merger talks between Lloyd Blankfien, CEO of newly turned commercial bank Goldman Sachs and Vikram Pandit, Citigroup CEO failed after several rounds. In a desperate bid to save jobs, automobile giants General Motors and Chrysler sat across the negotiation table for merger talks several times but ended without any possible outcome.



Is there any way out?



Central Banks , Departments of Treasury, Stock Exchange Boards and World Leaders have been unsuccessful in taming the bear with all the measures taken so far. Some Economists have suggested a new global financial order or an arrangement to the tune of Bretton Woods Conference(1944). The IMF has been proactively scouting for funds from developed countries to help developing countries fight the crisis. Japan has offered $100bn to the IMF for this purpose and IMF has offered $39bn to India. The current meltdown grabbed all the airtime at G-8 and G-20 summits as all other economic issues took a backseat. World leaders have agreed to fight out this crisis together with more liquidity and firepower. But no amount of money seemed enough. No asset seemed safe. From Derivative to commodities, bonds to cash, stock to real estate – Investors are finding no place for solace. Some analysts say “In such a situation, you can run but you can’t hide behind any asset. The Bear will find you there”. Some other wise men say “Its just the worse part of a business cycle that has been extended. Take a vacation, the perpetual Bull will recover in a quarter or two”. We can only hope for the best times to return soon.



Volvo – 850 , Xerox-3000, Essar-3500, Pepsi-3300, American Express-7000, Nissan- 3500, Motorola-3000, US Steel-675, Goldman Sachs-3200, Glaxo Smithkline-1000, HSBC-600, Nortel-1300, Dell-5000, DHL-9500, Nokia-Siemens-1800, British Telcom-10000, Morgan Stanley-5000, Sun Microsystems-6000, RBS-3000, Citigroup-50,000 , the list goes on and on. What do these figures refer to? These figures suggest job cuts by major corporate houses which came soon after their Q3 results. This has further hit market sentiments hard. Fears about further job cuts loom large across all industrial sectors. Meanwhile in India, Prime Minister Manmahon Singh met captains of India Inc like Mukesh Ambani, Sunil Mittal, Anand Mahindra, Dipak Parikh among many others and appealed to them not to go for any major lay-offs as this would weaken market sentiments and trigger further collapse. In return he assured them of all possible support to the industry to come out of this crisis.



B-School placement Blues



Summer placement scenario in all B-Schools has been a matter of concern.The Global financial turmoil is leading B-school graduates to take a look within and introspect. The impact of global slowdown and the demise of star recruiters like Lehman Brothers and Merrill Lynch are clearly visible in summer placement of the premier Bschool. I-banks and consulting firms have been the major recruiters; both in summers and final placements for the premier B-school in last few years; but now the spotlight is shift-ing to other sectors like media, entertainment and event management. A premier Indian BSchool had an extended pre-placement talk period of 7 days this year as compared to 4 days last year (2007). Similarly in most of other premier B-Schools many students were not placed even after the placement window. Many were forced to open second pre-placement windows. The number of companies from new sectors has been increased in almost all top notch institutes. In the midst of this crisis the apprehension of the students are in the peak and focus is shifting to unconventional sector to explore the new horizons earlier un-explored. With a landslide in the stipends offer and the number of offers per students reducing in all the premier B-school it’s clearly a bear run in summer placements. -sareet misra



(contact the author at [email protected])
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P-notes



Participatory Notes by santosh mohanty



P



articipatory notes are financial instruments used by foreign investors that are not registered with the Securities and Exchange Board of India (SEBI) to invest in Indian domestic markets. These are derivative instruments are issued by the FII’s to investors overseas. There are over 100 Foreign Institutional Investors (FII) who are registered with SEBI, but only 34 of them can issue participatory notes. The foreign investors, who buy Participatory notes, deposit their funds with the FII. The FII’s uses these funds to buy stocks in India. One shortcoming of this process is that Indian regulators have no way to know who owns the Participatory notes. Indian regulators fear that funds though Participatory notes will create volatility in Indian exchanges. Foreign investors use participatory notes because the investors name is kept secret. Foreign individual investors don’t trade directly in Indian market as they find it expensive to pay brokerage fees, dealing in foreign exchange, paying taxes etc. So they enter the Indian market through Participatory notes. Over the years the use of participatory notes has increased. Merrill Lynch, Morgan Stanley, Credit Lyonnais, Citigroup and Goldman Sachs are the biggest issuers of participatory notes.



RBI’s opposition to Participatory notes



by FII’s in Oct, 2007 .This was done to check the significant flow of foreign funds. Foreign Institutional Investors (FIIs) were also barred from holding more than 40% of their assets in participatory notes. They were also directed to wind down their exposure to P- notes to less than 40% of their total investments 18 months (till March 2009). At the time of imposition of these restrictions in Oct 2007, investments in Indian market through P-Notes were estimated at $88 billion.



Recent Developments The current financial crisis has resulted in a liquidity crunch in the Indian market. Funds have dried up from the market as foreign investors have pulled out close to 10 billon dollar. To handle this situation there is a speculation that SEBI will lift some of the restrictions imposed on participatory notes to attract investors back to India. Possible steps to be taken by SEBI in the current scenario:• The 18 months deadline to wind down PN investments could be relaxed. • Even the 40% cap on P-Note investments in FII could be increased. • A rigorous Know your client (KYC) norm may be imposed to address concerns relating to money laundering.



(contact the author at [email protected])



RBI always opposed Participatory notes because it is difficult to track the owner of the PN. The FIIs know the identity of the investors to whom they issued the PN’s. But it is possible for the investor to sell the PN to another investor resulting in multiple selling. Indian Tax officials also fear that PN are being used by money launderers and tax evaders. They first take their money out of the country and then bring it back through participatory notes. Due to the opposition of RBI and difficulty in handling the excess liquidity, SEBI had banned fresh issue of P- Notes
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book review The Intelligent Investor Author Country Language Publication date 



Benjamin Graham USA English 1949



by sujal Kumar



W



a stake in a bargain-priced business, he must be patient enough to wait for the market to realize its mistake and bid up the company’s shares. Graham explains that companies slip up, that projections are estimates at best, and that believing in overly rosy projections can drive stock prices too high. On the flip side, companies can be priced well below their true value, too, if the prevailing market projections are too pessimistic. If one buy only those firms trading for well below their true worth, even if their business suffers, their shares simply have that much less room to fall. That’s the safety provided by value-priced stocks.



arren Buffett is generally considered the greatest modern investor. Yet once, even Warren Buffett had to learn to invest. He was an A+ student, of course -- but the professor who taught his class launched an investing revolution. That professor was none other than Benjamin Graham, the founder of value investing. Fortunately for us, Graham was kind enough to capture the essence of his strategy in writing. His classic text, The Intelligent Investor, lays out the foundation of value investing. Buffett himself has called it “The best book on investing ever written.”



Of course, even a margin of safety in one investment, Graham councils, is not enough. One must diversify appropriately to improve his/her chances of making money across a portfolio. To illustrate, Graham likened diversification to playing roulette, with the casino’s odds rather than the gambler’s. With each spin of the wheel, the casino has a margin of safety that provides it an edge over time. Yet on any given spin, the gambler may win. Even so, the casino’s margin of safety on each spin helps assure it will end up ahead, in the long run.



In 1934, in the midst of the great depression, Benjamin Graham published the first edition of The Intelligent Investor. In it, he maintained that the average investor could learn to analyze a company and arrive at its “real” value. By paying less than the calculated “real” value, an investor was sure to make a profit. It was a bold move at the time. Common stocks were thought to be one step removed from gambling and reckless speculation; to maintain that they could actually be investments was thought to be absurd. Almost seventy years later, The Intelligent Investor still stands as one of the cornerstones of value investing.



The lessons embedded in The Intelligent Investor are an absolute must for anyone with money in the stock market. They can be boiled down to these four simple points:



In this is the classic investing guide Graham has explained that more money can be made in value investing than in today’s popular day trading or in becoming a momentum player. He has explained that minimizing losses is more important than trying to make large gains. Sometimes it is hard to sit and let one’s assets accumulate, but that is one of the principles of this book. Chief among Graham’s lessons are the twin anchors of valuation and patience. One must do the research to estimate a company’s true worth. With that value in mind, successful investing becomes as simple as refusing to overpay for a company. Additionally, once one have bought
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• Estimate a fair value for a company. • Buy only if the price is safely below that value. • Look for a strong dividend policy as a signal of financial strength. • Diversify appropriately to spread the risks. If one invest based on those four key principles, the odds are quite high that he/she will do fine. All in all, The Intelligent Investor is a superb reference book, and one with which every investor should be acquainted.
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finloungue



FinQ 



1. Ronald Reagan was the first US president in office to visit NYSE. What date was it? 2. Mutual funds made their entry in India in 1964. It was launched by UTI. Which scheme was it? 3. Who tried and failed to corner the silver market in the late 1970s? 4. The merger of which two large pharmaceutical majors created a new company Aventis? 5. It is said that Robert Wood Johnson was inspired by a speech and he joined his brothers to form a company which today is a global pharmaceutical corporation. Whose speech was it? 6. Ford went public in 1956. Which firm did it choose to head up the underwriting? 7. Citibank started co-branding its credit cards first with which oil company? 8. Rajashree Birla was the first woman director on the board of Larsen & Toubro. Who did she replace on the L&T board? 9. Name the business venture owned by famous Indian actress Dimple Kapadia. 10. CP pharmaceuticals, a UK based firm, was acquired by which pharmaceutical company? All Enteries should be mailed at [email protected] by 3rd December 23:59 hours
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All Are INVITED!! The team Niveshak invites article from B Schools all across India. We are looking for original articles related to finance & economics. Students can also contribute puzzles and jokes related to finance & economics. References should be cited wherever necessary. The best article will be featured as the “Article of the Month.” Please send your articles before 20th december 2008 to niveshak.iims@ gmail.com. Do mention your name, institute name and batch with your article.
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