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Technical Analysis - Relative Strength Index! (Part 11)

DIGITIAN VIEW!

This is a series on technical analysis

(TA) of stocks - how it helps to enter
into a long term position in stock. It
will also cover the very important
aspect of exit from the stock at the right
time.

We discussed Relative Strength Index
(RSI) based on statistical analyses of
market data in November 2024
newsletter. We shall further deliberate
on this very crucial technical indicator:

What does RSI tell you?

The main trend of Share or an asset is an
important tool to ensure correct
understanding of indicator readings. For
example, noted market technologist
Constance Brown notes that in an
uptrend the Relative Standard Index
(RSI) can be well above 30% oversold,
while in a downtrend the RSI can be
well below 70% but as Overbought.

This implies that it does not necessarily
mean that RSI curve reaching 70 does
not always represent "over- bought"
situation - it depends on the share price
curve trend of the company. If the share
price curve made an upward trajectory
that means Bullish trend is continuing
and in that case RSI can remain between
70 and 100 for a long time or it can
follow bellow 70 as the share price takes a
breather and the Price Curve falls but
within the same bullish trend and again
can go over 70 and hover between 70
and 99 and this can happen multiple
times. Here lies the complexity and
qualitative judgment part for the
Investor there is no straight answer.

If you panic and sell when it is above 70
thinking it is now in over sold position
and the price will now fall, then share
price may with a little correction can
continue to make its upward jouney
and RSI can again cross 70 and go
towards 99. So If investors already sold

“.It 1s a great opportunity
to get access to the long
term Investors' investment
book with a research
capsule, buy/hold/sell real
time guidance, and get a
return  of 20%-60% in
6-12 months - this is the
unique offer Surrogate
Investor brings

MARKET WATCH

Equity Indices | Monthly| Monthly | 2025%
Close | Change %

S&P 5954.5 | 0.0% 1.2%

Nasdag 18747 | -4.5% | -2.9%

FTSE 100 8810 | L% 7.8%

Shanghai Compsita | 3321 | 0.0% | -0.9%

NIFTY mu | -59% | -6.9%

Nairohi SE 20 27| 30% 10.7%

EgyptSE30 | 30853 | 28% | 37%

Tanzania All Shares | 2219 | 0.0% 3.7%

Nigeria SE 30 4004 | 3.4% 5.0%

Morroceo All Shares | 16724 | 2.9% | 13.2%
Bangladesh DSE30 | 1906 | 0.1% | -1.8%
Monthly| Monthl

Commodity | | oY | agpse
Close | Change%

Gold 2862 0.6% 8.5%

Crude Qil 7281 -5.1% 1.5%

WTI 0l 69.76 -4.1% -6.3%

Copper 4,57 6.0% 13.6%

Irone Ore 106.9 5.2% 3.2%

Aluminium 2608 0.5% 2.0%
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If investors already sold the position,
then he did a great blunder and could
not ride the bull waive.

In a downtrend reaching 30 does not
imply that the stock is in oversold
position. RSI can fall upto 0 or oscillates
between 0-30 or can grow above 30 and
again fall back to 30 and below. So
determining the right time to
purchase is also difficult. Investor may
think that once it crosses 30 it will reach
70 or above and start purchasing the
stock but the price may again correct
and RSI dips to 30 and below and stayed
side ways below 30 for long time
creating resultant loss for the Investors.

RSI Difference Example

Bullish divergence occurs when the RSI
produces an oversold reading, followed
by higher lows that match the
corresponding lower lows in price. This
suggests that rising bullish momentum
and a breakout of oversold territory can
be used to trigger a new rally on long
positions. and a breakout of oversold
territory can be used to trigger a new
rally on long positions.

A bearish divergence occurs when the
RSI creates an overbought index,
followed by lower highs that match
corresponding higher price highs.

RSI Swing Suppression Example

Another trading tip is to check how the
RSI behaves when it reappears from
overbought or oversold areas. This
signal is called a bullish "volatility
suppression" and has four components:
1.RSI is in the oversold zone.

2. The relative strength index rebounds
to above 30%.

3. The RSI fell again, but did not return
to the oversold zone.

4. The RSI then broke above its recent
highs.
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Like divergence, the Volatility

Suppression Signal also has a bearish
version with four parts:

R

1. RSI rises to overbought territory.
2. RSI is back below 70%.
3.RSI reached a new high and did not
return to the overbought area.
4. The RSI then broke above its recent
lows.
This chart shows a bearish volatility
suppression signal.
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Breakout

il Fat {
As with most trading techniques, a
signal will be most reliable when it is
consistent with a long-term trend.
Bear signals in a downtrend are less
likely to generate false positives. As
with any indicator, nothing is 100%
in the markets. So Investors need to
apply their qualitative data points
before deciding an action

Continued Pg 3

COUNTRY DATA

Countrias

GDP (USDBn)

[nflation
202p %

USA

29297

3.00%

China

18530

1.66%

[ndia

3940

4.8%

Egypt

31

21.19%

Kenya

1094

5.5%

Tanzania

89.04

31%

Morocco

151

2.30%

Nigeria

3%

19.0%

Bangladesh

Forax

355

Manthly
Close

Maonthly
Change %

9.90%

EURUSD

1038

0.19%

GBP USD

1257

145,

USDINR

8147

107h

USDKES

1870

0.23%

USDEGPOUND

5040

-0.83%

USDTZS

2569.00

152

USD NAIRA

1498.00

120

USDTAKA

12100

0.74%
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Date of

Purchase

Actual Gain
Published in
Dec 2023

Actual Gain
Published in
July 2024

Actual Gain ‘
Published in
Dec2024 §

Dehashish

NGL Fine Chem

13-Mar-20

631%

730%

581%

Dehashish

Tata Elxsi

27-Apr-20

1024%

831%

841%

Dehashish

RACL Geartech

4-Aug-20

1817%

1805%

1298%

Dehashish

Arman Financial

8-Feb-17

952%

840%

475%

Saugata

Shivalik Bimetal

5-Feb-21

770%

501%

809%

Saugata

Newgen Software

T-Apr-20

1279%

898%

1374%

Saugata

Indian Bank

11-Jan-21

a22%

586%

595%

Saugata

# Trident sold (Saugata)

Glenmark Pharma

31-Jan-23

Surrogate Investor gains 40%+ p.a

Join free /Register

NotinTop4

it ?

Notin Top 4

3470

https://www.digitiancapital.com/Surrogatelnvestor/Login.aspx
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VALUE INVESTING

Debashish recently wrote in his X.com
handle about his selection process of
SME portfolio. So as Editor of this
newsletter I thought it is better to
share the same:

1. Finding a good SME company is like
finding” a Needle in a Haystack™ as
there are approx. 800 listed SME
companies as per screener. So | used
screener to filter the best ones in this
correction phase of the market.

2. I excluded all loss making companies.
While profit can be fudged but cash flow
cannot be. Hence I took last 3 years cash
flow divided by this years PAT, if this is
a negative number I have excluded those
companies (NOT saying at all that ALL
negative ones are bad companies or
fudged ) .

3. Sustainable ROE is key for value
creation for shareholders in long run,
hence have taken last 3 years ROE and
last year ROE as 20% pa as threshold for
my FINAL LIST .

4. So on quantitative factors these
companies are ONE OF THE BEST
ones ,doing well in SME space.

5. Some key findings :

a. The list now reduces to only 12%
companies (around 90only )

How to find a Good SME Company? Krishca Strapping

b. Their current average PE is 27 and
forward average PE is only 15 (current
qtr multiplied by 12 /market cap )
where as share price drop from all
Time High PE of 46!

c. Average sales growth CAGR for last
3 years and 1 year is mind boggling
56 % &39%

d. Average profit growth for last 3
years and 1 year is jaw dropping 136 %
& 88%

e. The BEST indicator as per me ROE
for 3 years is whopping average of
37% and 39% last year trading at
trailing average PE of 27 !!

6. No one should invest basis
quantitative factor but invest keeping
in mind qualitative factors specially
Promoter quality and COMPTITIVE
EDGE of the respective business

7. Sales growth is a leading indicator
for value creation in future along with
pricing power (read OPM)

8. Hence I further filtered basis yearly
sales growth & operating margin of
minimum 15% and the list now is less
than 5% of entire SME universe (only
38 companies )

““A 100x Multi bagger will

be generally in the small
cap, sector agnostic,
multiplies in a short time
span but may be over 10
years, - a right to win is a
must but you require a
megatrend as tail wind”

Anyway Debashish showcased
Krishca Strapping (Number 18 of
the list of 38) where he has invetsed
for long term. He has given
qualitative basis of the following
points

Promoter :

1. In my over 2 decades of investing
career haven’t seen such young and
dynamic promoter (only 33 years of

age ).

2. His skill set lies in professionali-
zing the company with complete
delegation yet manages through
people skills and on ground
knowledge and review.

3. This is reflected in employees'
review on glassdoor and ambition
box review of 4.5-4.9 on a scale of 5
which is very high .

Competitive edge :

1. Core strategy is strapping ,now
extending the core .

2. Moving up the value chain —
From Straps to Packing Contracts -
which provides higher wallet share
and margins

H Continued Paie 5



In SME space the companies which I hold and like is Hi green
Carbon, Krishca Strapping and Ducol for long term. But Higreen
and Ducol didnt make to my 5% sme list (only 38 companies out of
800 odd companies ) as I made the criterion selection very strict .

Editor: With a CAUTION you must consider his mention of two
companies - Hi Green and Ducol . (Do your own investment
analysis) I shared to show that all investments made not basis
Screener. Because all the filter used by Debashish are all for 3 years
performance so these are well established SMEs and other two
companies may be going to be such company in future so return
chances are higher. This I call Investment dichotomy.

Sr. No |Name PE OPM |Yearly  |3YEARS |3 YEARS |vear

GOO0D TO GREAT LIST ? Salesgrowlsdeslr ROE ROE
1 |Apex Ecotech 16.0, 16.8 53.5 65.5 44.4 60.4
2 |Arvind Port & 13.1 78.5 20.8 240.0 313 28.5
3 Beacon 23.2 37.6 34.1 55.2 35.2 3.1
4 Beta Drugs Ltd 40.0 19.7 30.8 36.6 23.0 26.0
5 Blue Pebble 18.8) 181 38.6 713.7 75.3 75.1
6 |Concord Control 43.7| 27.0 58.5 55.2 50,0 60.3
7 |Danish Power 37.5| 16.8 76.4 41.3 38.2 60.2
8 Enfuse 37.5 25.0 52.7 32.3 33.6 27.6
9 Enser 25.6| 18.7 104.9 70.9 35.9 34.7
10 |Envirotech 15.6| 34.7 65.0 68.6 68.6 87.2
11 |Fidel Softech 221| 186 35.1 16.0 22.3 17.0
12 |Foce India 41.3 24.4 115.1 1.4 26.6 28.2
13 |Holmarc Opto 40.1 15.5 19.5 29.2 22.7 19.4
14 |Infollion Resea. 37.5| 19.3 38.2 48.1 32.3 29.5
15 |Jeena Sikho 484 28.2 38.7 33.7 41.4 42.7
16 |Kesar India 70.9 32.0 129.4 256.7 39.9 41.6
17 Kontor Space 17.6 23.8 55.6 49.4 249 14.6
18 |Krishca Strapp. 230, 17.4 45.3 123.5 76.5 52.9
19 |Nephro Care 82.2 18.1 59.3 146.4 59.5 49.1
20 |Network People 64.1 33.8 81.3 102.6 42.8 63.7
21 Misus Finance 36.2 81.5 2728 96.1 77.9 109.9
22 |Olatech Solution 21.9 34.9 68.1 40.5 44.1 51.4
23 |Oriana Power Ltd 22.7 21.3 184.2 125.2 58.5 61.0
24 |OSEL Devices 22.2| 1641 61.4 32.1 56.5 69.4
25 |Purple United 251 227 66.5 40.9 335 348
26 |Qualitek Labs 59.7 23.4 59.3 66.3 30.1 20.4
27 |RMC Switchgears 33.0, 17.7 22.8 67.6 24.2 30.8
28  |Shri Techtex 12.4)| 296 34.2 24.6 28.6 21.5
29 |Silicon Rental 15.7 46.6 119.2 66.3 32.5 22.6
30 |Sodhani Academy 121.5 68.3 48.6 139.1 28.8 18.9
31 |Sona Machinery 11.7| 15.0 17.8 151.2 448 27.3
32 |Storage Tech 15.0, 15.6 22.8 21.6 28.9 69.8
33  |Teerth 19.0, 213 178.7 315 49.9 84.1
34  |Travels 18.1 57.8 32.8 55.6 23.7 26.3
35 |Urban Enviro 12.2| 191 81.6 86.8 51.5 51.7
36 |Winsol 18.3 18.7 34.9 50.3 68.0 67.1
37 _|Yash Highvoltage 37.1| 18.6 20.1 42.6 37.3 32.4
38 |Z-Tech 54.4 22,5 161.6 421 30.0 43.9

Average 349 27.0 723 67.6 421 45.1

Krishca Strapping (Continued)

3. New client addition — Potential clients
invested in preferential round and providing
industry support

4. Krishca Strapping is the only lead-free steel
strapping producer. And also, their production
is the only fully automated production line.

Valuation :

1. Krishca have been under promising 20-25%
growth but delivering above 30/35% top line
& bottom line growth on annualized basis .

2. I feel this may continue for 5 years .I did a
reverse DCF using tijorifinance and find that
at current valuation (with expectation of 25%
share cagr growth )market is factoring only
bottom line growth of 22% ,hence I fell its
undervalued —lets see the futute !!

Happy Investing !!
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https://www.mydigitian.com/wp-content/uploads/2021/06/Newsletter-April-2021-compressed.pdf

R —
Be a millionaire Start Surrogate Investment ?

After the success of Surrogate Investor for small and medium value investors We have

introduced SURROGATE INVESTMENT

Surrogate Investment is for High Value Clients who does not have time
to monitor their Investment and they are only interested in the return in their portfolio.

Why it is a success:

Skin in the game: the fund managers picked up these shares and invested in themselves basis
proprietary Research

Time to market :They are keeping daily watch on the stock/market behaviour and that of the
global trend

Regular Profit booking : They make profit and you make too in the medium to long term
Professional Expertise & Performance Track: Fund managers are super Qualified Professional
Experts with their Return CAGR varies between 35%- 48% over last 15 years

Why it is a better structure than market Portfolio Management?

Full Control over your dedicated Investment Account in your own name with a 3rd Party
Large Banking Brokerage : Open an account yourself with the a large Brokerage. Our Team
will buy and sell in your account depending upon shares selected by our Super Investors

Tax Advantage: Since it is in your own account, you can take advantage of Long term and short
gain without paying double taxation

Full control of your Investment Fund: you control the bank account linked to the trading
account so there is ZERO RISK and no TRUST DEFICIT.

ZERO FEES or UPFRONT PAYMENT : only transfer to Digitian Capital after you earned
an upside (only on realisation) All control is in your hand

A separate Digital Account with Digitian Capital : This will track trading results for easy
reference.

What is the structure of SURROGATE INVESTMENT IGLERStttietl

Minimum Investment Requirement : USD 500,000 or INR 3 crores

Markets : INDIA & USA

Open a dedicated Brokerage Account with any Large banking Brokerage
Minimum Investment : 12 months for each stock

Allow Digitian Capital processors to Buy and sell shares in your account
Quarterly Review of Investment performance and upside payment to Digitian

Capital .
Continued Page 7
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DIGITIANS are those who born in or after the

year 2000 and will be a dominant force through mydlgltlan.com

2075. They are completely different in usage of
their left brain and motor nerves. They are
different from the Millennials in behaviour,
thinking and action.

DIGITIAN

The Digtal Geneation The world is changing superfast — media, Indian Budget 2020 special
communications, banking, currencies, education,

retail chan.nels, hfealth & medicines, travel ‘and .touri.sm, ' consul‘ting, IND\;VAO ;{01513 (2(?12i(03kaﬁgre)
manufacturing, agriculture, — every sectors facing disruptive innovations;
Nano technology, internet of things, artificial intelligence and robotics will
be overwhelmingly embedded. In this age, model disruption, extinction,
miniaturisation, real time delivery, speed and virtualisation are neo normals.
We make you ready for them
| M

BN-A

Contacts us :

Presently DIGITIAN is raising money from Equity Investor in various classes
(A, B and C) depending upon investment amount. This is a Unique opportunity to
select a Zero Tax destination to Invest money especially for Diasporas. If you
need to know about Investment opportunities, Please write to us for more details
at info@mydigitian.com

# Unique Access to Frontier & 3 Cheaper Cost
Emerging Markets

¥ Value Stock Pick

3 Online Investment Platform Sharing

DISCLAIMER

Disclaimer: This communication is issued by DIGITIAN Investment Inc (DIgitian Capital) on a strictly confidential basis. Digitian Capital is not a regulated entity. This document must not be regarded

¢ Multi-bagger return
# Open & Transparent Upside

as independent research and has been prepared by Digitian Capital for information purposes only. Digitian Capital and its directors, employees, agents and consultants shall have no liability for any
statements, opinions, information or matters arising out of, contained in or derived from, or any omissions from, this information package. All recipients of this information should make their own
independent evaluations, should conduct their own investigation and analysis and should check the accuracy, reliability and completeness of the information. Investments discussed in this publication
may not be suitable for all investors. Advice should be sought from a professional and authorized financial adviser regarding any investment products discussed in this publication before investments
are made. Where this information package summarizes the provisions of any other documents, that summary should not be relied upon and the relevant documentation must be referred to for its
full effect. This document is not directed to, nor intended for distribution or use by, any person or entity in any jurisdiction or country where the publication or availability of this document or such

distribution or use would be contrary to local law or regulation, including the USA. The News letter is published from RAK, UAE

7 DIGITIAN Capital is the trade mark of the DIGITIAN Investment Inc, A RAK ICC Company
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