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Albert Einstein is a hero to many. And why not? He was one of the sharpest minds to walk 
the planet and his theories changed the way we understand the universe.

But our story today is not about Mr Einstein. It’s about his wife, Elsa. 

Elsa was once given a tour around a world-class, state-of-the-art observatory. Built to track 
the motion of celestial bodies and provide an environment for astronomers to perform 
intricate calculations, the observatory was a sight to behold. 

But none of it seemed to excite Elsa. Not even the world's largest telescope, which had 
been instrumental in revolutionary discoveries about the nature of the universe. 

Obviously unimpressed, Mrs Einstein explained that her husband could do all of that on the 
back of an envelope!

A Powerful Principle

While Mrs Einstein may have made the comment in jest, she shed light on a powerful 
principle: One does not need vast, expensive resources to study universal principles and 
arrive at deep insights. 

Many illuminating experiments can very well be conducted in the observatory of the mind. 
And the results can be equally breathtaking. 

In fact, the answers to some of the world’s most profound mysteries are often so simple 
they can easily fit on the back of an envelope. 

Einstein’s E=mc2 is a perfect case in point. 



The Investing Equivalent

Is there an investing equivalent to Einstein’s 
famous equation? Is there a formula that, though 
profound, is elegant enough fit on the back of 
an envelope? 

Or does investing require a giant observatory? 

Conventional wisdom would have you believe it 
does. It will tell you how investing is a complex 
subject that requires specialised knowledge 
and a lot of time and effort. 

The Father of Value Investing himself even 
believed this for the better part of his career... 

Benjamin Graham’s books, all thick tomes, are testaments to just how fond the man once 
was of highly detailed security analysis.

But then came his own ‘back of the envelope moment’… 
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Should This Be Legal? This ‘Secret Way’ Lets You Copy 
Every Move of India’s Superinvestors… 

One stock market detective in Mumbai has created 
a proprietary tool to see the portfolios of India’s best 
investors - when they buy, when they sell, what they 
own and how much - and simply copy their investment 
secrets… 

Now, he’s revealing this ‘secret way’ for the first time, 
and showing regular Indians how to invest alongside the 
smartest and most successful investors in the country.

Click here now to learn more. 

https://www.equitymaster.com/include/opium.aspx?promo=E860TL99&email={emailaddress}
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In an interview towards the end of his life, Graham openly admitted he’d lost much of his 
interest in the details of security analysis.

Coming from Graham, that was quite the statement! 

Thus, Graham replaced the detailed analysis of individual stocks with an approach that 
required only a few techniques and simple principles.

And now we know why he didn't write a book explaining his new approach… 

The 'book' would have been half a page defining just three simple steps.

Before we get to the steps, take a look at how Graham's approach would have fared in 
India vis-à-vis the benchmark index over a five-year period. 
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Did you see the massive outperformance? The portfolio based on Graham’s three simple 
steps outperformed the Sensex 3:1. That’s huge. 

It’s worth pointing out this five-year period saw the massive bull market of 2006-07 as 
well as the bear market of 2008. 

Okay, let’s consider another time frame. How about December 2003 to December 2009?

Yet again, a massive outperformance. 

If you are still not convinced, here’s the thing: Graham back tested these principles over a 
period as long as fifty years (in the US markets). 

And what did he see? 

His simple three-step portfolio did better than the benchmark index by a factor of 2x over 
the fifty-year period from 1925 to 1975. 
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The Three Rules

Here’s all one need to do to achieve those kinds of market-beating returns. 

Step 1: Buy a basket of thirty cheap stocks based on either price to earnings (PE) (PE of not 
more than 5x based on most recent earnings), price to book value (PBV) (latest PBV of not 
more than 0.8x), or dividend yield (latest dividend yield of not less than 5%) such that each 
stock has a clean balance sheet with debt to equity ratio (DE) of less than 1. (I’ve modified 
this just a little keeping our Indian stock market in mind).

Step 2: Sell any stock that goes up 50-100% or after a two-year holding period, whichever 
is earlier.

Step 3: Always have a certain percentage of the total portfolio in stocks or bond equivalents. 
If markets are cheap, have 75% of the portfolio in stocks. If they are expensive, have 25% in 
stocks and the rest in fixed deposits.

And that's it! 

That's the shortest investment strategy you’ll ever come across that could potentially 
deliver superb long-term results. 

(This allocation will of course vary from person to person. For something that works best 
for you, we recommend you talk to your investment advisor.)

Of course, we can’t expect the strategy to do well in all years. In fact, we expect it to 
underperform at times. But over the long term, the logic, elegance, and track record of the 
strategy, we believe, tilt the scales in favour of the investor who has the discipline to follow 
three simple rules.

We think Elsa would be impressed.
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Indian Multi-Millionaire’s Dirty Secret…

You might have heard of Mohnish Pabrai, he’s one of India’s best-known 
and most successful investors...

But most people have no idea that, at the heart of his multi-million-dollar 
fortune and investing success is a dirty secret...

You see, he’s discovered a “system” that lets him benefit from the hard 
work of others, and essentially “copy” their best investment ideas - making 
a fortune for himself and his clients.

The crazy thing is, he’s totally open about this because it’s 100% legal…

Click here now to learn more. 

https://www.equitymaster.com/include/opium.aspx?promo=E860TL99&email={emailaddress}


About Equitymaster 

Equitymaster, India's leading independent equity research initiative, is the 
preferred destination of the thinking, long-term investor. Our research 
coverage extends to over 700 companies and 23 sectors. We provide in-
depth analysis on the stocks and sectors under coverage. We also offer live 
stock market commentary and free newsletters. 

Do post your feedback on this guide to us at info@equitymaster.com. Or on 
our Facebook Page! 

To know more about us, please visit www.equitymaster.com or 
call +91 22 6143 4055.

© Equitymaster Agora Research Private Limited. All rights reserved.

All rights reserved. Any act of copying, reproducing or distributing this Guide whether wholly or in part, for any purpose 
without the permission of Equitymaster is strictly prohibited and shall be deemed to be copyright infringement.

LEGAL DISCLAIMER: 
 
Equitymaster Agora Research Private Limited (hereinafter referred as 'Equitymaster') is an independent equity research 
Company. Equitymaster is not an Investment Adviser. Information herein should be regarded as a resource only and should 
be used at one's own risk. This is not an offer to sell or solicitation to buy any securities and Equitymaster will not be 
liable for  any  losses incurred or investment(s) made or decisions taken/or not taken based on the information provided 
herein. Information contained herein does not constitute personalized advice or a personal recommendation or take into 
account the particular investment objectives, financial situations, or needs of individual subscribers. Before acting on any 
recommendation, subscribers should consider whether it is suitable for their particular circumstances and, if necessary, seek 
an independent professional advice. This is not directed for access or use by anyone in a country, especially, USA or Canada, 
where such use or access is unlawful or which may subject Equitymaster or its affiliates to any registration or licensing 
requirement. All content and information is provided on an 'As Is' basis by Equitymaster. Information herein is believed to 
be reliable but Equitymaster does not warrant its completeness or accuracy and expressly disclaims all warranties and 
conditions of any kind, whether express or implied. Equitymaster may hold shares in the company/ies discussed herein. As 
a condition to accessing Equitymaster content and website, you agree to our Terms and Conditions of Use, available here.  

The performance data quoted represents past performance and does not guarantee future results. 

SEBI (Research Analysts) Regulations 2014, Registration No. INH000000537. 
Equitymaster Agora Research Private Limited. 103, Regent Chambers, Above Status Restaurant, Nariman Point,  

Mumbai - 400 021. India. Telephone: +91-22-6143 4055.
Fax: +91-22-2202 8550. Email: info@equitymaster.com. Website: www.equitymaster.com. CIN:U74999MH2007PTC175407
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