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How You can Earn VC-Type Returns from Stock Market

Amit.Mudgill 2timesinterneLin

ETMarkets.com: Ace investor
Shankar Sharma sayswhileluck is
key in stock investmentand onany
given day 80:90% of investing suc-
cessdepends onit, still there e
ways tomake venture capital-type
returns in the stock market.

Speakingat the Morningstar con-
ference in Mumbai, Sharma listed
out some easy tips toearn VC-type
refurns in thestock market. “Itisim-
minently possible,” he insisted.

First, hesaid,astock mustbeata
multi-vear low: “Look at the negative
momentum in stocks, whichcan
helpyou identify the right one.”

Oneshould not gowith thetide. If a
stock is inthe bull phase, then chanc-

IN AN OVERWEIGHT STOCK

The chances of big institutional inves-
tors putting in additional money go
down and the stock tends to languish

esare onemight have missed alarge
partof therally and the upside will
be limited.

Theother eriteria, the vice-chair-
manof First Global said, is thatone
should try astock when it isloss.
making ornear loss-making.

“So there isoneend of our thinking
which isthe momentum part, But we
look at negative momentum. I not
talking months, vears is what we
want. Sothat is the mantra number
one. The stock should be preferably

lossor near loss making. So, wedo
not like profitable companies.”

What goes up must come down,
goes the saying. The opposite also
generally holds true. If a company
hasaclean managementand has po-
tential tocome outof trouble, the
stock of thatcompany could offer
higher returns inthe longterm.

Sharma said astock which isun-
derweight within itssector tendsto
dobetter: “The index is the game of
manipulation wherein overhyped
companies, because of high market-
caps, make theirway into itand the
companies which haveactually
dropped intermsof market capare
removed from it. Usually, vou will
find that thoseare the tops and bot-
toms for most of those stocks,”
Sharmasaid.

“Sowelook at it inthe reverseth
weare looking at a company whic
hasthe lowest weight it haseverc
cupied in its own sector” One sho
not fancy thecrowded space. Inar
overweight stock, when the cham
of biginstitutional investors putt
in additional money go down, the
stock tends to languish.

The fourth criteria is tolook for
“just one’ spark. iPod was the trigs
for Apple. For Tata Motors, it was
new JLR launch. “When I saw the
JLR cars, | thought that these can:
areenough for the company to ge
market share from a very low bas
Hopefully then if they get that ms
ket share, the nimber that [ came
withwas 3500 million of profit, It
a bigswingfroma billion dollar lc
toass00million profit.”
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