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Foreword



Steve Sjuggerud

Editor of True Wealth



“Get over here to India now,” my friend Rahul Saraogi told me in late 2008. “Now is the time to invest.”

I went. I was convinced. I invested.

Long story short, I personally pocketed a triple-digit return in Indian stocks in just over a year, following Rahul's advice.

In my decades in the investment business, I have been fortunate to meet many great investors. I think Rahul will become known as one of those great investors.

When we first met at an investment conference in the Caribbean, I was so impressed with Rahul, I kept asking him questions over dinner. In just a few questions, I can tell if a guy doesn't really know what he's doing. But Rahul kept knocking it out of the park with his answers. Impressed, I kept going.

His wife eventually said, “Have you gotten to twenty questions yet?!?” I didn't realize I was quizzing him so intently. He kept saying the right things, and I kept looking for the hole in his story. It didn't exist. He is solid. We became friends.

A few years later (in 2008), Rahul told me it was time to get over to India. I'd never been there before.

Rahul took me around the country to show me some of his favorite investment ideas. We went to a variety of different cities and visited many different businesses. These were incredible businesses, priced dirt cheap. In many cases, Rahul was the only investor that had ever gone to see the company before.

I was impressed. I didn't just put money in India in general … I actually sent it to Rahul. The triple-digit profit I pocketed was with Rahul's hedge fund.

For me, there is no better person to guide me as a foreigner looking to understand investing in India. You see, Rahul fully understands Indian culture AND American culture. …

Rahul graduated from an Ivy League school in the United States, fully expecting to find his career in the States. But while in the States, he realized the REAL opportunity was back home in India where he grew up.

He truly understands both places. He also really understands investing. I found this out on Day One (much to the dismay of his wife!), and time with Rahul over the years has confirmed that.

In short, I really can't imagine a better guide than Rahul if you want to understand investing in India.

You are in good hands. …






Preface



I've wanted to write a book about India for a long time. Persistent encouragement bordering on threats by my business partners, Pratik Sharma and Vedant Mimani, and unwavering support from Laura Walsh and her team at Wiley finally helped me complete the book.

I was born in India into a business family and grew up there. My great grandfather migrated to Burma (now Myanmar) from what is now the Indian state of Haryana in the early twentieth century. He went to Burma as a penniless trader and slowly built up a business in textile trading and pulses processing. He had become the proud owner of an automobile by 1934, the year before my grandfather was born. This, according to my grandfather, was a big event during that time and was a declaration of wealth and prosperity.

My family fled back to India as refugees in 1942 during World War II when the Japanese started bombing British forces in Burma. In 1952, my family moved back to Burma and my grandfather built up a successful business in pharmaceutical trading from scratch. My father was born in Burma in 1955. In 1959, Burma nationalized all assets belonging to foreigners and my family came back to India as refugees for a second time. My grandfather once again built up a business from scratch. This time he saw opportunity in wheat flour milling. He built a successful business that was geographically spread all over India. Things were good for a time. I was born in 1979 into economically happy times in my family. However, by 1987 India had changed its policy of controlled licensing, and the flour milling industry was decimated. In 1989, my father started a readymade garment manufacturing and exporting business. By 2000 he had built a meaningful business and our family saw happy economic times again.

I grew up in an environment where business was discussed almost every night at the dinner table. In my early years, India was still a socialist economy, and my father would tell me stories about America and about its fascinating free market economic system. I was determined to study in the United States, and in 1996, I had the opportunity to pursue my undergraduate education in the United States. I chose to study engineering, at Northwestern University in Evanston, Illinois, because my father and uncle are engineers and I wanted to maintain the family legacy. However, I found myself spending countless hours in the library studying John Maynard Keynes and Ludwig von Mises. My heart was not in engineering, and I transferred to the Wharton School at the University of Pennsylvania in Philadelphia after my first year at Northwestern.

As I studied and learned about economic history, market cycles, and the creation and destruction of wealth, I was fascinated. I discovered that the study of money was the key to understanding human society and its evolution. I was no longer interested in any trade or industry and instead became interested in learning how money and markets influenced and determined the fortunes of different industries.

Ironically, while I had gone to the United States to learn about its economic system, the very study got me interested in India's economic history. The study of the U.S. economic system became the backdrop of my study of India's social, political, and economic system. I wanted to find out what had made India one of the richest economies in the world millennia ago and what had transpired during the past 500 years that made India one of the world's poorest countries.

The more I read, the more I spoke to people (including my extended family, friends, and business associates), and the more I studied, the more I discovered.

I realized that there was a huge gap in the understanding of India, its markets, and its economy. I realized that Indians in India, including business owners, financial investors, economists, academics, civil servants, and politicians, were looking at things in silos. They were not looking at things in the context of India's sociology or the value systems, the religious beliefs, and the aspirations of its people. They often had an incomplete understanding of free market systems and what led the United States and western Europe to adopt the systems that they follow today.

I also realized that Western academics, researchers, businesspeople, and investors were clueless about India's history in the context of its economy. I became convinced that there was no way for a Western observer to empathize with and understand India's value systems, compulsions, and aspirations since they had not been immersed in it. My conviction continued to strengthen as I had detailed interactions with second-generation Indian children of immigrant parents in countries like the United States, Dubai, Singapore, and Hong Kong. Although they were born in and lived in Indian families, they had lost contact, context, and the importance of the extended family and the community in India. They were even more confused about India than Indians living in India and Westerners studying or interacting with India.

I am a pure capitalist at heart, and my goal is to succeed and become wealthy in life. I am not ashamed about it and I state it up front. All my study, research, and work had a single motivation—the pursuit of an edge that would help me make more money. My goal was neither to publish academic papers nor to solve the complex socioeconomic problems of the world.

I realized by pure serendipity that the stock market is the best place to learn about and to apply the learning from multiple disciplines. I discovered Warren Buffett, Charlie Munger, and Benjamin Graham (in that order). I spent countless hours reading and learning about everything I could from these investment greats. Through Charlie Munger I discovered Phil Fisher and Robert Cialdini. Through my business partner, Vedant Mimani, I discovered Jesse Livermore and his book Reminiscences of a Stock Operator under the pen name Edwin Lefevre. Through Charlie Munger and Phil Fisher I realized the importance of time and the role it plays in determining the success of a good business and the demise of a mediocre business. Through Robert Cialdini and Jesse Livermore I learned the importance of psychology in human decision making and in the markets. About 10 years ago a friend of mine gifted me a copy of Nicholas Nassim Taleb's Fooled by Randomness. Taleb validated a lot of things I had learned by practical experience in the markets but had struggled to articulate.

Over the years, I've spoken with my business partners, Vedant and Pratik, about my understanding of India and about the gaps that I believe exist in people's perception and understanding of the country. I've also written many of my thoughts on a blog. However, I had been able to find neither the time nor the motivation to put it all into a structured and organized book.

I've finally managed to complete what I've wanted to do for a long time. This book is a compilation of my understanding of the underlying reality of India from the perspective of a practitioner who has had the privilege of being immersed in two distinct environments and has been able to bridge the knowledge gap between the two.

I hope you enjoy reading this book as much as I have enjoyed writing it.
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