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ARE ALL RISKS BAD?

PRE- RISK PARALYSIS REWARD OF RISK



tHxVʁHx_ʺ ʁ°E  
MOST THINK IT IS
ʷtéĜøʁÌĉāÖĜʁàĘĉāʁĂĉĤʁøĂĉĴéĂáʁĴæ¿ĤʁĺĉĨʺĘÖʁÒĉéĂáʊʸ

-  Warren Buffet

Risk has long been perceived as 
the enemy of investment 
success. But in real i ty,  r isk is 
the necessary ingredient that 
fuels returns. Without r isk,  there 
is no reward. The key l ies in 
understanding, managing, and 
leveraging r isk rather than 
avoiding i t .

RISK: PERCEPTION VS. 
REALITY
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RISK VS. SAFETY:
BUSTING SOME MYTHS



xH»5ʁ1e5x_ʺ ʁ5_x¤t5ʁx ?5 ¶ʋʁ
BUSINESS QUALITY DOES
Collapse of a prominent retail player in 
supermarkets

WHY IT SEEMED TOO BIG TO FAIL: WHAT WENT 
WRONG:

KEY RISKS IGNORED:

1,000+ stores across 321  cities (2017)

˛ȻȽʋȺȺȿʁÌĘĉĘÖʁā¿ĘøÖĤʁÌ¿ĕʁʥȻȹȺɀʦ

~99% wealth erosion

Stock corrected from
peak: ~57%  (CAGR from
Nov - 2017 to Aug - 2024)

High debt & excessive promoter 

pledging

Poor capital allocation & unchecked 

expansion

SOURCE: INTERNAL ANALYSIS, SCREENER

THIS SLIDE IS FOR ILLUSTRATIVE PURPOSES ONLY AND IS PROVIDED TO EXPLAIN THE CONCEPT OF RISK.



? ^HXH tH ¶ʁ1e5x_ʺ ʁ5_x¤t5ʁ
SAFETY, GOVERNANCE DOES
Downfall of a major IT firm in India

WHY IT SEEMED TOO BIG TO FAIL: WHAT WENT 
WRONG:

KEY RISKS IGNORED:

eĂÖʁĉàʁHĂÒé¿ʺĜʁĤĉĕʁȾʁH ʁàéĘāĜ

Constituent of Nifty 50 Index

Global presence with 50,000+ 

employees

~95% wealth erosion

Stock corrected from ˛ȾȻȼʊȾȹʁ
(May 2008) to ˛ȻȼʊɀȾʁ(Jan 2009)

Fabricated  cash balances and
overstated revenues

Promoter fraud involving accounting 

manipulation

SOURCE: INTERNAL ANALYSIS, SCREENER

THIS SLIDE IS FOR ILLUSTRATIVE PURPOSES ONLY AND IS PROVIDED TO EXPLAIN THE CONCEPT OF RISK.



*5H_@ʁ¤_15t¯ X¤51ʁHx_ʺ ʁ5_e¤@Eʋʁ
GROWTH IS ESSENTIAL
Failure of an infrastructure finance company in 
India

WHY IT SEEMED AN
ATTRACTIVE BUY:

WHAT WENT 
WRONG:

KEY RISKS IGNORED:

Traded at a deep discount to book value 
and perceived to be undervalued

Positioned as a key lender in 

infrastructure

Stock corrected from ˛ȺȼɀʊȺȹʁ
(Jul - 2017) to ˛ȻʊȺȹʁ(Aug -
2023)

 Stock delisted

A value trap, not a recovery 

story

Rising NPAs with limited
provisioning buffer

Complex  financial structuring and
lack of transparency

Weak governance and regulatory
red flags

SOURCE: INTERNAL ANALYSIS, SCREENER

THIS SLIDE IS FOR ILLUSTRATIVE PURPOSES ONLY AND IS PROVIDED TO EXPLAIN THE CONCEPT OF RISK.



ANOTHER POPULAR MYTH:
SMALL CAP = RISK


