Handbook for the
Financial Wellbeing Journey

Investing In Stocks



Introduction

Thank you for your interest in the Financial Wellness program.
Hope the program was insightful with many implementable take-aways.

Here is a Handbook which gives a glance:

» Direct Equities Vs Mutual Funds

« Factors to consider while picking stocks

« Financial Ratios & Other concepts in Fundamental Analysis

« Do’s and Don’ts of Equity Investing

« Useful video/ calculator links to help you with further information

* Finsafe Tips
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Direct Equities Vs Mutual Funds

Comparison between Direct Equity and Equity Mutual Funds

Feature Direct Equity Mutual Funds

Smaller investment needed for

Investment amount Larger investment needed for diversification : L
diversification

Research effort More analysis needed for stock selection Less analysis needed for fund selection
Risk return profile Can be higher even with diversification Lower as easier diversification possible

Less tax efficient as sale/rebalancing triggers More tax efficient as taxes applicable only

Tax efficiency taxes on sale of MF

Holding period Can be short, medium or long term Usually, long term
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Factors to consider while picking stocks

Investing Styles:
» Growth Investing - Investing in companies that will derive most of their growth in the long term

» Value Investing - Investing in companies that are undervalued

Fundamental Analysis:
» Accounting Framework - Balance Sheet, Income Statement and Cash Flow statement

 Financial Ratios - Profitability ratio, Efficiency ratio, Leverage ratio, Return on equity (key
measure)
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Financial Ratios

Profitability Ratio:
Profitability Ratio = Net Profit/ Sales

Efficiency Ratio:

Efficiency Ratio = Sales/ Total Assets

Leverage Ratio:

Leverage Ratio = Assets/ Shareholders Equity
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Fundamental Analysis - Other Concepts

Free Cash Flow Earnings Quality

Cash flow after all Ratio of Cash Flow

payments that are from Operations to
available to shareholders

Net Income
and debt holders
A lower working capital via Price to Earnings ratio or
current ratio would Enterprise Value to
indicate better use of EBITDA are the primary
assets valuation ratios
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Equity Investing - Do’s & Don'ts

Do’s

- Stay invested for the long term as
markets move in cycles

« Diversify across large, mid and
small companies based on risk
profile

* Have a minimum of 15 and
maximum of 25 stocks in your
portfolio

* Invest only 10 to 15% of equity
allocation in direct stocks
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Don’ts

Don’t chase price momentum while
choosing a stock

Don’t invest more than 20-25% in a
single sector

Don’t invest more than 12 to 15
percent in a single stock

Don’t engage in short term
speculative trading

Don’t borrow and invest in stocks




Facebook Page:
Finsafe India

You Tube Channel:
Finsafe India Private Ltd

Twitter:
finsafeindia/mrinagarwal
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https://www.facebook.com/finsafeindia
https://www.youtube.com/channel/UCm3q9szo61OPoEv8-EEBS0g/
https://twitter.com/finsafeindia
https://twitter.com/mrinagarwal

Disclaimer

This program has been prepared solely for informational purpose and is not an offer to buy or sell or a solicitation of an offer to
buy or sell any security, product, service or investment. The opinions expressed in this program do not constitute investment
advice and independent advice should be sought where appropriate. Neither the information, nor any opinion contained in this
program constitutes a solicitation or offer by Finsafe or its affiliates to buy or sell any securities or other financial instruments or
provide any investment advice or service. Participants must take their own independent decisions and obtain own independent
advice regarding any information, securities or financial instruments mentioned herein. The fact that Finsafe India has made
available to you through the program, investment opinions and other information constitutes neither a recommendation that
you enter into a particular transaction nor a representation that any financial instrument is suitable or appropriate for you. You
should consider whether an investment strategy or the purchase or sale of any product is appropriate for you in the light of your
particular investment needs, objectives and financial circumstances.

Finsafe India Pvt Ltd. will not be responsible for any loss or damage that could result from interpretation by third parties of any
information made available to you via this program. Neither Finsafe, nor any of its affiliates, agents, directors, officers or
employees, nor any third party vendor will be liable or have any responsibility of any kind for any loss or damage that you incur
in the event of any direct, special, indirect, consequential, incidental damages or any other damages of any kind

The material in this handbook is intended to be used only by the participants enrolled for this program. All rights are
reserved.No part of this presentation may be reproduced in any form or by any means , without permission in writing.
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