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INTRODUCTION - CHARTCHINTAN.COM

WHY THIS GUIDE EXISTS

Most first-time investors
lose money. You don't iave to.

If you've just opened your first Demat account and are wondering which stock to buy
— this guide is for you. We won't give you tips. We won't tell you what to buy. Instead,
we'll give you a framework you can use for the next 30 years.

Most beginner guides skip the hard parts — what a balance sheet actually tells you,
how to read a P/E ratio in context, what a real moat looks like in Indian markets. This
one doesn't.

WHAT'S INSIDE

A 5-step framework, plus the mistakes to avoi

01 Define your investment philosophy p.5
02 Pick your hunting ground p.7
03 The 6-number fundamental check p. 9
04 The qualitative check p. 1
05 How to actually buy your first stock p. 13
— Common mistakes to avoid p. 15
— Your 30-day action checklist p. 17
"Investing is simple, but not easy." — Warren Buffett
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STEP10F 5 - CHARTCHINTAN.COM

STEP 01

Define your
investment
philosophy.

Before picking a stock, decide what kind of investor you want to
be. The answer changes everything that follows — your time
horizon, your risk tolerance, the kind of businesses you'll even look
at.

Growth investor

Buys companies whose earnings are expected to grow fast — even if priced expensively
today.

Examples: IT services, new-age digital

Value investor

Buys solid businesses temporarily out of favour, at a meaningful discount to their worth.
Examples: Banks in down-cycles, PSUs

Quality investor

Buys high-quality businesses — strong moats, consistent ROE — and rarely sells them.

Examples: HDFC Bank, Asian Paints, TCS
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STEP 1— PHILOSOPHY - CHARTCHINTAN.COM

WHAT THIS MEANS FOR YOU
You don't need to label yourself.

Most successful Indian retail investors are some blend of all three. What matters is
recognising the philosophy of each stock you own — so you don't accidentally judge a
quality stock by growth metrics, or sell a growth stock when its P/E temporarily spikes.

"Know what you oon, and Enow why you own it."”

— Peter Lynch

ACTION STEP
Write one sentence in your notes app.

Something like: 'l want to own great Indian businesses for 10+ years, prioritising ROE >
15% and predictable cash flows.' That sentence becomes your filter for every future buy
decision.
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STEP 2 OF 5 - CHARTCHINTAN.COM

STEP 02

Pick your
hunting
ground.

A new investor trying to research all 5,000+ NSE-listed stocks will
quit by week two. The trick is to narrow your universe — pick
sectors and market caps you genuinely understand, and only look

there.

START HERE

e Banking
You use HDFC, ICICI, SBI daily.

e FMCG
You buy these products every week.

e |IT Services
India's largest export.

e Auto
Visible product, visible competition.

e Pharma
Defensive, well-understood.

Sectors you understand

~
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SKIP FOR YEAR 1

Wait until you've learned

Smallcaps
Volatile, often hyped on social media.

Microcaps
Low liquidity, governance risk.

F&O / Options
Not investing — speculation.

IPOs
Hyped at peak; revisit in 12 months.

Penny stocks
Almost always a trap.
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STEP 2 — HUNTING GROUND - CHARTCHINTAN.COM

A RULE OF THUMB

Stay where the lights are bright.

For your first 3-5 stocks, stick to the Nifty 50 or Nifty Next 50. These are India's
largest, most-researched companies with the best data quality, the most analyst
coverage, and the least risk of fraud or governance shocks.

This isn't being timid. It's being smart. You will not generate alpha as a first-time
investor by buying obscure microcaps — you'll generate stress. The best returns come
from owning quality businesses for long periods. Start with the obvious ones.

WHAT THE CATEGORIES MEAN (SEBI DEFINITIONS)

CATEGORY DEFINITION

Large cap Top 100 companies by market cap
Mid cap 101st to 250th companies

Small cap 251st onwards
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TYPICAL CAP
50,000 Cr+
20-50K Cr

Below ¥20K Cr

RISK

Lowest risk

Higher risk

6/16



STEP30F 5 - CHARTCHINTAN.COM

STEP 03

The 6-number

fundamental

check.

These six numbers tell you most of what you need to know about
whether a business is healthy, growing, and reasonably priced.
Spend 10 minutes on them and you're ahead of 90% of retail

investors.

P/E Price-to-Earnings

How much you pay Under 25 for most.
per 1 of profit. Not a magic number.

D/E Debt-to-Equity
How much

the company
borrows.

Margin  Net Profit Margin

Profit as % Higher = pricing
of revenue. power. 10%+ ideal.
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ROE  Return on Equity
How efficiently Consistent

the business 15%+ is strong.
makes profit.

5Y CAGR Revenue Growth

5-year compounded 12%+ is healthy.
revenue growth. 15%+ is great.

FCF Free Cash Flow

Cash left after Positive and
operating + capex. growing.
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STEP 3 — WORKED EXAMPLE - CHARTCHINTAN.COM

HDFC Bank, by the numbers.

Here's what the 6-number check looks like in practice for HDFC Bank — a stock that
fits many first-time investors. Every number sourced from public NSE/BSE filings.

METRIC HDFC BANK SECTOR AVG VERDICT

P/E Ratio 18.4 20.6 Fair value

ROE 17.2% 14.8% Above average
D/E N/A (bank) N/A Use CASA ratio
5Y Revenue CAGR 18.4% 12.1% Strong growth
Net Profit Margin 22.6% 17.9% Pricing power
Free Cash Flow Positive Mixed Healthy

A quality compounder at a fair price.
Note: This is illustrative, not a recommendation. Always verify current numbers.
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STEP 4 OF 5 - CHARTCHINTAN.COM

STEP 04

The

qualitative
check.

Numbers tell you what happened. Qualitative analysis tells you
whether it will keep happening. Three questions matter most: does
the business have a moat, is the management trustworthy, and is
the industry expanding or shrinking?

01

02

03
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Moat

What stops a competitor from eating their lunch tomorrow?

EXAMPLE
Asian Paints: 60% market share + dealer network of 70,000+.

Management

Are they honest, capable, and aligned with shareholders?

EXAMPLE
Look at: promoter holding, related-party transactions, capital allocation history.

Industry tailwind

Is the pie growing — or shrinking under your feet?
EXAMPLE
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STEP 4 — GOING BEYOND NUMBERS - CHARTCHINTAN.COM

PETER LYNCH'S RULE

Walk into the store.

Peter Lynch, who ran the legendary Magellan Fund, said: 'Invest in what you know.'
Before you buy a stock, do these three things — they take less than an hour and tell
you more than any spreadsheet.

0 Visit the company's products
Buying Asian Paints? Walk into a paint shop. Ask the dealer which brands move fastest,
which has the best margins for him. The dealer knows things annual reports won't tell
you.
e Read the latest annual report
Specifically: the Chairman's letter (look for honesty about challenges), the management
discussion (look for clear strategy), and the auditor's notes (look for qualifications).
e Check the company's capital allocation history

Has the management been disciplined with capital? Have they made smart acquisitions,
paid steady dividends, bought back shares — or done value-destroying expansions?
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STEP S OF 5 - CHARTCHINTAN.COM

STEP 05

How to actually
buy your first
stocR.

You've done the work. Now comes the part people rush — placing
the order. There are three things to get right: how much you buy,
when you buy, and what kind of order you place.

POSITION SIZE

Position size: never more than 5% of your portfolio in one stock as a beginner. If
you have %2 lakh to invest, that's ¥10,000 per stock. Build to 20 names over 1-2
years.

TIMING

Buy in tranches: split your buy into 3 parts. Buy 1/3 today, 1/3 in 30 days, 1/3 in 60
days. This protects you from buying at a local peak.

ORDER TYPE

Use limit orders, not market orders. A limit order specifies the maximum price you'll
pay. A market order can fill at a worse price if liquidity is low.

Chartchintan - Smart Market Research 1/16



STEP 5 — A SAMPLE BUY - CHARTCHINTAN.COM

WHAT YOUR FIRST TRADE LOOKS LIKE

A 30,000 first buy, step by step.

Let's say you've decided to buy HDFC Bank. You have %2 lakh to invest. Here's exactly

how you'd execute the trade — over 60 days, in three tranches.

WHEN

Day O

Day 30

Day 60

TOTAL

WHY THIS WORKS

AMOUNT

310,000

310,000

310,000

330,000

ACTION

Limit order at current price

Buy regardless of price

Buy regardless of price

15% of portfolio in 1 stock

OUTCOME

Buy ~5 shares at LTP

Buy 5-6 more shares

Buy 5-6 more shares

Repeat with 5 more stocks

Splitting your buy reduces 'regret risk' — the fear of buying at a peak that paralyses most
new investors. You'll likely buy at an average price over 60 days. Over decades, the
average always wins.
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PITFALLS - CHARTCHINTAN.COM

PITFALLS

Five common mistakes
that cost you money.

Most first-time investors don't fail because the market crashed. They fail because of
behavioural mistakes that compound over years. Here are the five most expensive
ones.

0 Buying on a WhatsApp tip

If your uncle's friend says "buy ABC now, sure-shot," walk away. Real research
takes hours and ends in a conviction note, not a 10-word message.

0 Watching prices daily

Markets move 1-3% on most days for no reason. Watching daily creates
panic-selling. Check your portfolio quarterly — that's plenty.
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PITFALLS - CHARTCHINTAN.COM

PITFALLS - CONTINUED

Mistakes three through five.

0 Averaging down on a losing stock

A falling stock is not automatically a bargain. If the business is deteriorating, every
rupee you add is a bigger mistake. Add only if your original thesis is still intact.

c Selling winners, holding losers

Most retail investors do the exact opposite of what works. Let your winners run —
they're winning because the business is winning. Cut losers when the thesis
breaks.

0 Confusing speculation with investing

Options, intraday, F&O, and short-term trades are not investing. They are gambling
with statistical edges most retail traders don't have. Stick to ownership for the
long term.

"The investor's chief problem — and even his worst enemy — is likely to be himself." —
Benjamin Graham
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YOUR NEXT 30 DAYS - CHARTCHINTAN.COM

YOUR 30-DAY CHECKLIST

From reader to
investor in 50 days.

A guide is only useful if you act on it. Here's exactly what to do, week by week. Tick
each box as you complete it.

WEEK 1
Open a Demat account (Zerodha, Groww, Upstox) if you don't have one
Write your investment philosophy in one sentence
Pick 2-3 sectors you genuinely understand

WEEK 2
Shortlist 5 stocks from Nifty 50/Next 50 in your chosen sectors
Run the 6-number check on each — keep the 3 best
Read the latest annual report for each of those 3

WEEK 3
Do the qualitative check (moat, management, industry)
Pick 1 stock you have highest conviction in
Decide your total allocation (max 5% of portfolio)

WEEK 4
Place your first limit order — 1/3 of allocation
Set a reminder for Day 30 and Day 60 to buy the rest
Subscribe to Chartchintan for ongoing research
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. Chartchintan

You're ready.

You now know more about picking a stock than most
retail investors in India ever will. Use it wisely — and
slowly.

WHAT'S NEXT

Keep learning. Stay independent.

Visit chartchintan.com for free research reports, the screener, mutual fund
deep-dives, and Ask Chintan Al — your independent research companion.

- chartchintan.com - Subscribe for weekly research, free forever.

SEBI DISCLAIMER

Investments in securities market are subject to market risks. Read all related documents carefully before investing. The
information, examples, and frameworks in this guide are for educational and informational purposes only and do not
constitute investment advice. Past performance is not indicative of future results. Please consult a SEBI-registered
investment advisor before making investment decisions. Chartchintan does not earn commission on any product
mentioned in this guide.
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