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Dear Reader

The BSE Sensex turned 40 in April 2019. 

Yes, it’s been four decades since the benchmark index became the indicator of 
Indian stocks.

Rs 10,000 invested in the Sensex in 1979 would have grown to Rs 3.9 million in 
April 2019! 

Put another way, the Sensex has risen a mind-numbing 390 times during these 40 
years. That's the power of compounding.

With a compounded annual growth rate (CAGR) of 16%, the equity index 
represents by far the most promising asset class in India. 

But remember…

• The ride from Sensex 100 to Sensex 39,000 has never been a smooth one.

• Nearly 80% of the Sensex stocks, till date, failed to create big long-term 
wealth. 

• Only a tiny fraction of Indians created lasting wealth from the meteoric rise 
of the Sensex.

So, if you are among those investors who are…

• Unsure of tiding over the market volatility in the next few years

• Not sure if you own the best bluechip stocks or 

• Have hardly created enough wealth from the Sensex’ ride so far

...this report is exactly what you need.

It may be a huge mistake to believe that the biggest bluechips today will be the 
ones to create the maximum wealth over the next one or two decades.

Few stocks that were the biggest gainers over the past decade, like Eicher Motors 
and Page Industries, are not part of the Sensex yet!

And there are several other bluechips in the making that could eventually be part 
of Sensex 100,000. 

https://www.equitymaster.com/share-price/ECHM/EICHERMOT-505200/EICHER-MOTOR-Share-Price
https://www.equitymaster.com/share-price/PAGE/PAGEIND-532827/PAGE-INDUSTRIES-Share-Price
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In fact, even if they don’t make it to the index, there will be no stopping them from 
fetching multibagger returns.

Sensex’ Journey from 40,000 to 100,000                                                                       
Will See New Bluechip Multibaggers

This is not about the next two, three or even five years. Rather, it may be a decade 
before the index more than doubles from current levels. 

And it will certainly not be a one-way smooth ride.

But as long as you buy the next Asian Paints or the next Eicher Motors, when they 
are most attractive, the Sensex’ milestones will be a reflection of your own lasting 
wealth.

So, read on…

In this guide, I explain everything - the foundation, the filters, the blueprint, and 
selection of multibaggers on the way to Sensex 100,000.

Make Sensex 100,000 your achievement rather than a dream!

https://www.equitymaster.com/share-price/ASPN/ASIANPAINT-500820/ASIAN-PAINTS-Share-Price
https://www.equitymaster.com/share-price/ECHM/EICHERMOT-505200/EICHER-MOTOR-Share-Price
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The Foundation for Sensex 100,000 is Laid

During the 21 years from 1991 to 2011, the Sensex witnessed 13 declines of more 
than 20% within the same year.

But since 2011, the year when the index dropped 22%, the Sensex has not seen a 
single correction exceeding 20%.

Even the correction at the end of 2018 was around 15%. 

The law of averages strongly seems to suggest that a bigger correction could be in 
the offing. It's impossible to predict whether it will be this year or in the next couple 
of years. But there is a possibility.

And you must be prepared.

Despite all the volatility and periodic crashes, equities are still one of the most 
rewarding and safe asset classes.

Look at this chart.

It shows the average annual returns on three asset classes - equities, bonds and 
cash (short-term money market instruments), in the US, for nearly two centuries. It 
assumes that investors had held an asset for 30 years.

The red line shows equity returns, the green line shows bond returns, and the blue 
line shows cash returns.
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Equities Offer Stability and High Returns over the Long Run

Returns from equities is consistently the clear winner over almost two centuries.

So, equities not only deliver the best returns over longer time horizons, but are 
also among the most stable asset classes. 

Isn't it interesting that equities are volatile in the short-term but can be so stable 
over long periods?

This is precisely the reason why my focus is on Sensex 100,000.

My mission is to take you away from the near-term noise and chaos and show 
you the compounding magic that equities can do over the long run.

There will be dips and crashes from time to time. You cannot time them. You cannot 
avoid them.

But looking at the history of equity returns, I can tell you, it would be just a passing 
correction phase.

Instead of focusing excessively on the price action, set your attention to the long-
term value unlocking potential of stocks.
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The correction could be a once-in-a-lifetime opportunity for you to buy some of the 
best stocks.

Stocks with strong fundamentals.

Stocks that can outlive competition, economic downturns, and temporary setbacks.

And stocks that could create lasting wealth for yourself.

Use the near-term volatility to your advantage and keep an eye on the filters, which 
I will explain shortly, for Sensex 100,000 stocks.
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This Trend Will Produce a Once in a Lifetime 
Opportunity to Buy Stocks

In October 2008, there was an editorial piece in the New York Times titled - Buy 
American. I Am.

It carried the lines...

The financial world is a mess, both in the United States and abroad. Its 
problems, moreover, have been leaking into the general economy, and the 
leaks are now turning into a gusher. In the near term, unemployment will 
rise, business activity will falter and headlines will continue to be scary.

Most readers would have ignored the article if they did not notice the author. It was 
none other than, the world's richest investor, Warren Buffett.

It was one of the rare occasions when Buffett was shouting from the rooftop that 
he is loading up on American stocks. Simply because he believed that America has 
a great future.

Now, I don't want to undermine Buffett's genius in understanding businesses and 
their intrinsic value.

After all, his company Berkshire Hathaway has investments in GEICO, American 
Express, Coca Cola, Wells Fargo, Southwest Airlines, See's Candies - all great 
investments.

But I'm not writing to you today about his stock picking genius. Rather I want to draw 
your attention to his unrelenting conviction in the long-term future of American 
economy.

Many investors have produced returns similar to or better than Buffett. But hardly 
anyone can claim to have done that for more than half a century.

Why is that?

That's because of a secret trend that he followed for decades and only on rare 
occasions did Buffett share it with the world.
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In fact, Buffett spoke of this trend only once every few decades! This is why most 
investors did not even bother to pay attention to it.

But some investors did pay attention. And they made a ton of wealth.

You can too. I will show you how.

Take a close look at some irreversible trends in India.

You would find the same trends that were seen in the US in the 1970s.

I have been studying these for past couple of months.

I am convinced that following these trends is the only way to bag stocks that offer 
a once in a lifetime opportunity.

Imagine someone buying the stocks of Titan, Asian Paints, Voltas, and HDFC Bank 
in early 2000s.

Only someone entirely convinced about the future of Indian stock markets, over 
decades, could have made such bets.

But I'm not talking about the past. I'm talking about the future.

The good news is that the once in a lifetime opportunity to grab a whole bunch 
of stocks, with phenomenal upside, is showing up right now.

I am talking about some irreversible trends in the way Indians live, earn, save, invest, 
consume and transact.

There are more Indian households entering stock markets in 2019, than ever before.

Even the manner in which India is making a name for itself in space programs, 
international sports events, medical discoveries, renewable energy, and hi-tech 
defence are just some of the irreversible trends I have discovered... 

https://www.equitymaster.com/share-price/TITN/TITAN-500114/TITAN-COMPANY-Share-Price?utm_source=5MIN&utm_medium=website&utm_campaign=e-letter&utm_content=5wrap
https://www.equitymaster.com/share-price/ASPN/ASIANPAINT-500820/ASIAN-PAINTS-Share-Price?utm_source=5MIN&utm_medium=website&utm_campaign=e-letter&utm_content=5wrap
https://www.equitymaster.com/share-price/VOLT/VOLTAS-500575/VOLTAS-Share-Price?utm_source=5MIN&utm_medium=website&utm_campaign=e-letter&utm_content=5wrap
https://www.equitymaster.com/share-price/HDBK/HDFCBANK-500180/HDFC-BANK-Share-Price?utm_source=5MIN&utm_medium=website&utm_campaign=e-letter&utm_content=5wrap
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The Blueprint for Sensex 100,000

The Sensex moved up from 3,500 in 2002 to 35,000 in 2018.

In other words, the Sensex moved up 10 times in 16 years.

Also, the index has moved up 4 times in the last 10 years.

It was never a continuous joy ride. There were several bumps along the way. Some 
small and some big.

But at the end of the day, investors who managed to stay put, compounded their 
returns at about 16% per annum.

So yes, there are several moving parts to the Sensex' journey ahead. Many questions 
need to be answered.

Will the earnings growth of Indian companies catch up?

Can the current valuations sustain?

Will the market remain flush with liquidity as US interest rates rise?

Irrespective of these, going by the principles of reversion to the mean, one can 
assume that the Sensex EPS will grow at the rate of at least 15% per annum, over 
next 10 years.

Also, the index will be valued at least 18 times, which is its long-term average.

If just these two assumptions hold true, the Sensex could be perched at nothing 
less than 100,000 by 2028.

https://www.equitymaster.com/5MinWrapUp/detail.asp?date=06/24/2016&story=3&title=Brexit-or-Sensex-40000-Channel-Your-Greed-and-Fear-Right&utm_source=evergreen-content-sensex-40000&utm_medium=website&utm_campaign=the-5-minute-wrapup&utm_content=story
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Road Ahead is Not Devoid of Jerks and Bumps

Critical 3 Ms
But investing in stocks is not about index gazing. Not at all!

My blueprint for Sensex 100,000 is not about counting on index stocks. Rather it's 
about keeping your eyes peeled for the '3 Ms' in out of favour stocks.

Businesses that enjoy wide Moats are typically the most favoured. So, they 
naturally fetch steep valuations. But at times, few of these get undervalued due to 
a temporary distress.

At such times, the balance between their moat and margin of safety make them 
safe wealth creators. Time to latch on to them!

Margin of Safety in Dividends is something that even the most seasoned value 
investors, at times, ignore. For they keep their eyes on the stock valuations. 
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Logically, stocks that consistently offer healthy dividends are the best bets for 
staying in the markets even in the most difficult times.

Meaningful Change in a Business Model becomes evident to most investors only 
when it's too late. That is by the time the market sufficiently prices in the improved 
business model, pricing power, sustainability etc.

Therefore, the chances of big returns are limited. However, catching such potential 
winners early on is one of the best recipes for beating the index.
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A Fraction of Sensex 40,000 Stocks Will 
Make it to Sensex 100,000

What is common between HUL, L&T and Tata Motors? 

All three companies enjoy strong moats. 

They have strong brand power, big market share and an ever-growing pipeline of 
products and services.

A moat is a lasting competitive advantage that allows a company to earn above 
average returns over long periods. 

More importantly, moat ensures longevity. Companies with moats not just survive 
but thrive over the long run, well past their competitors. 

So, what’s also common between HUL, L&T and Tata Motors is that they are three 
of the seven original thirty Sensex 1988 companies that have lasted in the index for 
three decades.

Just One Fifth of Sensex 1988 Stocks Made it to Sensex 2018

Sensex (1988) Sensex (2018)

ACC Ltd Asian Paints Ltd

Aditya Birla Nuvo Ltd(Merged) Axis Bank Ltd

Ballarpur Industries Ltd Bajaj Auto Ltd

Bombay Dyeing & Manufacturing 
Company Ltd

Bajaj Finance Ltd

CEAT Ltd Bharti Airtel Ltd

Century Textiles & Industries Ltd Coal India Ltd

Cummins India Ltd HCL Technologies Ltd

Futura Polyesters Ltd HDFC Bank Ltd

https://www.equitymaster.com/result.asp?symbol=HLL&name=HUL-Stock-Quote-Chart
https://www.equitymaster.com/share-price/LART/LT-500510/LT-Share-Price
https://www.equitymaster.com/share-price/TELCO/TATAMOTORS-500570/TATA-MOTORS-Share-Price
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Glaxosmithkline Pharmaceuticals Ltd Hero MotoCorp Ltd

Grasim Industries Ltd Hindustan Unilever Ltd

Great Eastern Shipping Company Ltd HDFC

Gujarat State Fertilizers & Chemicals 
Ltd

ICICI Bank Ltd

Hindalco Industries Ltd IndusInd Bank Ltd

Hindustan Motors Ltd Infosys Ltd

Hindustan Unilever Ltd ITC Ltd

Indian Hotels Co Ltd Kotak Mahindra Bank Ltd

ITC Ltd Larsen & Toubro Ltd

Larsen & Toubro Ltd Mahindra & Mahindra Ltd

Mahindra & Mahindra Ltd Maruti Suzuki India Ltd

Mukand Ltd NTPC Ltd

Nestle India Ltd Oil & Natural Gas Corpn Ltd

Philips India Ltd Power Grid Corporation of India Ltd

Premier Ltd Reliance Industries Ltd

Reliance Industries Ltd State Bank of India

Siemens Ltd Sun Pharmaceuticals Industries Ltd

Tata Motors Ltd Tata Consultancy Services Ltd

Tata Power Company Ltd Tata Motors Ltd

Tata Steel Ltd Tata Steel Ltd

Voltas Ltd Vedanta Ltd

Zenith Birla (India) Ltd Yes Bank Ltd
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In other words, 80% of the Sensex constituents failed to become big long-term 
wealth creators over these three decades.

Like I said, companies that create wealth for years have some unique characteristics. 
They may be the lowest cost producer in the sector, have exclusive access to raw 
materials or technology, high switching cost (for clients), have network effect, be a 
franchise of a big brand and so on. 

A solid moat cannot be quantified with a formula.

Like Warren Buffett once said…

No formula in finance tells you that moat is 28 feet wide and 16 feet deep. 
That's what drives academics crazy. They can compute standard deviations 
and betas, but they can't understand moats. 

No amount of studying the historical financials and growth can help you identify 
companies that will grow for decades even as they create wealth. 

Most large companies today are past their phase of exponential growth. Unless 
they are already taking steps to be future ready.

The ones that are on autopilot or are compromising on corporate governance for 
growth could fall off the ranks sooner than later.

Lack of integrity, foresight, and energy could be fatal even for the biggest bluechips.

So, knowing that less than 20% of the bluechips today will have a long runway 
and create the biggest wealth until Sensex 100,000, we are not only looking for 
companies with wide moats but also those that have the advantage of macro 
tailwinds that could last decades.
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Life Changing Multibaggers on the Road to 
Sensex 100,000

It is not every now and then that an economy is at the threshold of moving into a 
completely new orbit of growth.

Even the economies like US, Japan, China, South Korea and Singapore have 
witnessed such phenomenon only once in the last few centuries.

Take a look at these indices. 

After their brilliant ride to the peak, neither the Japanese Nikkei nor the Shanghai 
Comopsite have gone back to their previous peaks. That too despite their economies 
being fairly stable.

Data Source: IMF, Nikkei
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India is probably witnessing so many irreversible trends after nearly 2,000 years!

These irreversible trends have the potential to snowball into a huge transformation.

And this transformation could give birth to multibaggers which could have a life 
changing impact on your personal wealth.

I am calling the culmination of these irreversible trends – The Rebirth of India.

You see, the road to big returns passes through the universe of safe bluechips. 

My team’s meticulous selection and disciplined approach for picking safe bluechips 
has helped subscribers bag multibagger returns even from bluechip stocks over 
the past 15 years!

Every once in a while, we have laid our hands-on wealth compounding machines 
that delivered manifold returns... 3 times... 6 times…12 times.

Data Source: IMF, Shanghai Stock Exchange

https://www.equitymaster.com/ptmail/m0319/ROI/roi-copy-b.asp?promo=W860V3C7&email={{email}}
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And I believe that the Rebirth of India opportunity could only multiply the number of 
multibaggers in the making during the ride to Sensex 100,000.

So, if you wish to come on board, I recommend you start here…

Regards,

Tanushree Banerjee
Editor and Research Analyst, StockSelect

https://www.equitymaster.com/ptmail/m0319/ROI/roi-copy-b.asp?promo=W860V3C7&email={{email}}
https://www.equitymaster.com/ptmail/m0319/ROI/roi-copy-b.asp?promo=W860V3C7&email={{email}}
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