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COPYRIGHT 

©2021 Fifth Person Pte. Ltd. All rights reserved.  

No part of this report may be reproduced or distributed in any form or by any means without the prior written 

permission of Fifth Person Pte. Ltd. 

 

DISCLAIMER 

This is not a recommendation to purchase or sell any of the above mentioned securities. The information 

contained herein are the opinions and ideas of the authors and is strictly for educational purposes only. This 

information should not be construed as and does not constitute financial, investment or any form of advice. Any 

investment involves substantial risks, including complete loss of capital. Every investor has different strategies, 

risk tolerances and time frames. You are advised to perform your own independent research or to contact a 

licensed professional before making any investment decisions.  

There are no warranties, expressed or implied, as to the accuracy, completeness, or results obtained from any 

information set forth herein. Fifth Person Pte. Ltd., its related and affiliate companies and/or their employees shall 

in no event be held liable to any party for any direct, indirect, punitive, special, incidental, or consequential 

damages arising directly or indirectly from the use of any of this material. 
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ABOUT THE FIFTH PERSON 

Before we get into the gist of how you can build your wealth and make tons of money investing in the stock market, 

let me just share a little about us and why should you listen to us at all in the first place. 

The Fifth Person is an investment research & education company and we publish an online investment magazine 

at FifthPerson.com. 

The Fifth Person is a 2-time winner (2018, 2020) of the best independent investment website in the ‘GoTo.com’ 

category at the SGX Orb Awards organised by the Singapore Exchange (SGX). The award recognises the 

independent investment-related website or financial blog that most empowers investors to make educated 

decisions with their money. 

The Fifth Person has been featured in the media including Channel NewsAsia, The Business Times, AsiaOne, 

Business Insider, NewsLoop, and on national radio on Money FM 89.3 and 938LIVE. The Fifth Person was also 

featured on the CPF’s lifetime retirement investment scheme video 

We believe in spreading a message that sound investment knowledge, financial literacy and intelligent money 

habits can help millions of people around the world achieve financial security, freedom and lead better lives for 

themselves, their family and their loved ones. 

http://fifthperson.com/
https://www.sgx.com/sgx-orb-awards#Media%20Appreciation%20Night%202018
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OUR COLUMNIST

Our equity investors and lead columnists, Victor 

Chng and Rusmin Ang are the authors of Value 

Investing in Growth Companies, a title published by 

Wiley, Inc and distributed worldwide.  

If you’re interested, you can find the book on 

Amazon, Barnes & Noble, Apple iBooks and at any 

major bookstore around the world. 

Our goal is also to give back to our community in 

which we belong by donations to charities and 

supporting philanthropic causes.  

As such, we have pledged to give 10% of all our 

profits to charitable causes. 

I’ll let you find out more about us as we get to know 

each other better, so let’s not waste any more time 

and let’s get into the meat of this report. 

Let’s go! 

 

 

 

 

 

 

 

 

  

Victor Chng 

Rusmin Ang 

http://www.amazon.com/Value-Investing-Growth-Companies-Businesses/dp/111856779X
http://www.barnesandnoble.com/w/value-investing-in-growth-companies-rusmin-ang/1114198264?ean=9781118567982
https://itunes.apple.com/us/book/value-investing-in-growth/id641883705?mt=11
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ARE YOU READY TO BE AN INVESTOR? 

Due to the nature of the report’s title, I would like to assume you are just starting out. So, let me just congratulate 

you again on making that decision to learn more about investing. Use this report wisely as it’s going to have a 

huge impact on your life. 

Here’s a fact: If you were to look at the richest people in the world, their habits and what they do,  

you’ll realize that they are all investors themselves. Yes, they may own or run a multi-billion dollar company, but 

behind the curtains, they also almost always invest their money in assets like equities and real estate.  

It’s not surprising because investing is very similar to running a successful business (and most of the richest people 

in the world own successful businesses). I’ll get to that more in a while, but case in point is this – if you want to get 

really wealthy, doesn’t it make sense that you follow what these billionaires and multi-millionaires are doing? 

Heck, even if you are accomplished 10% of what they have, you’ll still end up very wealthy. 

Here are the net worth of some of the world’s top investors. Yes, by investors, I mean that they accumulated 

most of their wealth through investing. 

1. Warren Buffett - $58 billion 

2. George Soros - $26.5 billion 

3. Carl Icahn - $24.5 billion 

4. Joseph Safra - $15.9 billion 

5. Ronald Perelman - $14 billion 

6. John Paulson - $13.5 billion 

7. Steve Cohen - $11.1 billion 

8. Stephen Schwarzman - $10 billion 

9. David Tepper - $10 billion 

10. Graeme Hart - $7 billion 

I could go on, but… you get the idea.  

There’s an old saying:  

“The rich get richer…” 

And the reason why is because the rich do things very differently from the rest of the people out there. Instead of 

spending money beyond their means, they invest it in assets like stocks and properties.  

Few years down the road, their ten million-dollar investment could grow into twenty or thirty-million dollars – all 

happening behind the scenes while they continue to run their business which also continues to bring in more 

money for them. Repeat this process over and over again and you’ll find that it’s really hard not to be rich. 

So how can you replicate what the rich are doing?  

Well, even if you don’t own a business and you’re currently working as a salaried employee, you can always start 

investing today and allow your money to grow behind the scenes. Similarly, if you are already running a business, 

http://en.wikipedia.org/wiki/Warren_Buffett
http://en.wikipedia.org/wiki/George_Soros
http://en.wikipedia.org/wiki/Carl_Icahn
http://en.wikipedia.org/wiki/Joseph_Safra
http://en.wikipedia.org/wiki/Ronald_Perelman
http://en.wikipedia.org/wiki/John_Paulson
http://en.wikipedia.org/wiki/Steven_A._Cohen
http://en.wikipedia.org/wiki/Stephen_A._Schwarzman
http://en.wikipedia.org/wiki/David_Tepper
http://en.wikipedia.org/wiki/Graeme_Hart
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you can always do the same as well. In short, anyone can let their money work harder for them in the background 

without affecting their day-to-day life.  

Let’s look at this simple illustration here.  

Let’s say you grow your investments at 24% per annum, which means you double your money every  

three years – how long would it take for you to reach a million dollars if you had just $2,000 to start  

off with? 

 

http://www.thecalculatorsite.com/finance/calculators/compoundinterestcalculator.php  

http://www.thecalculatorsite.com/finance/calculators/compoundinterestcalculator.php
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What seems like a small amount, a mere $2,000, can bring in over $1 million if you were to invest it 

properly over 29 years. 

That might seem like a long time but if you’re in your twenties or thirties, that’s still more than enough time to 

make your million by the time you retire. 

Now what if in addition to your starting capital of $2,000, you also saved and invested an additional $100 a 

month? How long would it take to reach your million then? 

 

http://www.thecalculatorsite.com/finance/calculators/compoundinterestcalculator.php 

http://www.thecalculatorsite.com/finance/calculators/compoundinterestcalculator.php
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Now instead of nearly three decades, you only need approximately 22 years to make your million dollars. Enough 

time if you’re in your forties to become a millionaire by the time you retire. 

And if you carried on growing your money, in thirty years, you would have nearly $5 million.  

At that stage, you can now call yourself a multi-millionaire.  

That is the power of compound interest and the primary reason why investing can make you very wealthy. 

 

“Compound interest is the eighth wonder of 

the world.  

He who understands it… earns it. 

He who doesn’t… pays it.”  

– Albert Einstein 

 

 

I hope you don’t need any more convincing at this point about how important and powerful investing is to building 

your wealth.  

Let’s go on and learn more about how to invest and pick the right stocks to help you make your first million.  
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INVESTORS VS TRADERS 

For starters, let’s contextualize the difference between the two. Trading and investing are different. They require 

entirely different mindsets and approaches. So don’t confuse yourself and mix them up.  

For TRADERS, their aim is to profit purely from a stock’s price movements. Whether they buy low and sell 

high on a stock going up, or they short-sell a stock on its way down, their aim is always the same – they want to 

make a trade and profit from it.  

Think of traders like real estate flippers: people who buy a home and then sell it for a profit a short time later. Of 

course, knowing how to pick the right home you can flip for a quick profit requires a good understanding of the 

needs and demands of the current market. 

 

Similarly, the vast majority of stocks traders rely on technical analysis to make their trading decisions – looking 

for signals and patterns that look to “predict” the movement of a stock’s price. 

The movement of a stock’s price is determined by the sentiment of the stock market. When the market is 

optimistic, there are more buyers and the stock price goes up. When the market is fearful, there are more sellers 

and the stock price goes down. In a nutshell, traders aim to make money based on the “emotions of the market”. 

INVESTORS on the other hand aim to build their wealth by investing in good stocks for the long term. 

Think of investors like real estate landowners who invest in homes, rent them out for income and watch the value 

of their properties rise in time. Of course, knowing how to pick a good home that will fetch a good rent in a location 

that’s growing in value requires proper research and analysis. 

Similarly, the vast majority of investors rely on fundamental analysis to make their investment decisions – 

knowledge and numbers to know that the company they’re investing in is going to grow larger and more valuable 

years down the road. 
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An investor looks for a company that has huge growth potential and buys a stake in it. As the company grows, it 

will earn more profit.  

The more profitable the company, the more valuable it is.  

And as a shareholder of the company, you get rewarded as a result of that growth.  

 

(Investors could 5x their money just buying and holding onto Amazon) 

And oh boy… a good and fundamentally strong company can really grow and expand – you’ll see proof in the next 

few chapters.  

And unlike trading that’s emotionally driven, investing is very much business-driven. 

So who’s “right” and which approach is better? 

INVESTING TRADING 

Long term 

Growing an asset portfolio 

Fundamental analysis 

Company business model 

Emphasis on Value 

Short term 

Generate quick cash flow 

Technical analysis 

Trends / indicators 

Price movements 

 

Well, investors will tell you that investing is the smartest way to build lifetime wealth while traders will tell you 

that trading will allow you to grow your money much faster. 

The truth is both have their merits and both work. 

It all depends on your financial goals, your personality, and the style best suited for you. 

For the purposes of this report, we’re going to focus exclusively on investing and why we think it’s an awesome 

way to build long-term and sustainable wealth (we’ll show you why throughout the rest of the report). 
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BYE-BYE TO BUY & HOLD? 

I am sure you’ve heard of the term “buy and hold”.  

So the question is… is long-term investing all about buy and hold? If so, how does an investor actually make “real” 

money? After all, it’s all paper gains. 

Well, it is not true to say that investors always buy and hold a stock till the end of time. Investors usually sell a 

stock when: 

1. A better investment opportunity appears and the investor shifts his capital away. 

2. A stock becomes grossly overvalued and a bubble starts to form. 

3. The fundamentals of the business deteriorate to a point where the stock holds no more promise. 

The first two are pretty self-explanatory. Let’s describe the third scenario a bit more:  

Take for example a company that’s in the business of selling CDs and DVDs. With the rise of the Internet and 

broadband networks, music, videos, and movies can now be purchased and consumed entirely online through 

channels like iTunes, YouTube and Netflix. Even if you made a ton of money investing in a successful CD and DVD 

business like Blockbuster during the “golden age” of CDs, would you still want to stay invested in such a company 

right now? Obviously not. (For your information, Blockbuster was forced to delist from the NYSE in 2010.) 

However, if a company has tremendous future growth prospects and continues to rake in the profits, you don’t 

have to sell. I mean if a company is still growing its revenues by 20% per annum and its stock price continues to 

head upward, would you want to sell? Even if it’s just paper gains, it’s still money and you can realize the returns 

anytime you wish. 

Another great thing about investing is that companies pay you dividends as well. Because you’re a shareholder 

of the company, you’re entitled to a share of profits as well. As far as I know, all investors love dividends because 

its extra money in your pockets without you having to do any additional work at all! 

Want an example of much dividends can bring you? In 2012, Li Ka-shing, Asia’s richest man, received US$800 

million in dividends from his personal investments alone – talk about pure passive income! 

I hope this is starting to show you the scale of how big investing can get when you do it right. The more you invest, 

the more passive income and wealth you will make. This is one of the primary reasons why we LOVE investing.  

So investing isn’t simply about “buy-and-hold” and hope for the best in the long run, it’s about intelligently 

putting money in a place where it will grow the fastest – safely. 

So now the question is: How to quickly grow your investments in a safe, intelligent way?  
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SGX: $637 Billion SSE: $4.7 Trillion NYSE: $25 Trillion 

THE POND OR THE SEA? 

Singapore is a very small country as compared to the US, China or even Europe. 

   

 

 

 

 

This mean that the addressable market for Singapore-listed companies is very much limited. The largest company 

in Singapore is DBS, with a market capitalization of $51.9 Billion. If you were to put DBS into the S&P 500, it’s only 

the 130th placed company, not even making the top 100.  

“What does this mean?” 

There is a limit to how much a Singapore home grown business can grow.  

Once they have reached a certain size, it is extremely hard for the business to scale. So if you are looking for 

growth or capital gains, you need to look outside of Singapore.  

That said, because growth is limited, companies in Singapore tend to pay good dividends back to investors. If 

you are looking to invest for dividends only, then you will be in for a treat. 

Let’s take a look at the market performance of the three big banks of Singapore over the last 10 years from 1st Jan 

2010 to 2nd Jan 2020. 

• DBS Bank (SGX: D05) – $15.40 to $26.11 +69.54%  

• UOB Bank (SGX: U11) – $19.70 to $26.68 +35.43%  

• OCBC Bank (SGX: O39) – $8.85 to $11.03 +24.63%  

Apart from the capital gains, here are the amount of dividends you would have received over the ten year period. 

• DBS Bank (SGX: D05) – $7.9 +51.29% (Yield-on-cost growth: 3.6% to 7.9%) 

• UOB Bank (SGX: U11) – $8.6 +43.65% (Yield-on-cost growth: 3.6% to 6.6%] 

• OCBC Bank (SGX: O39) – $3.68 +41.58% (Yield-on-cost growth: 3.4% to 5.9%) 

Similarly, apart from dividend stocks, you can always look at Singapore REITs for dividends. 

 

 

https://sg.finance.yahoo.com/quote/D05.SI/
https://sg.finance.yahoo.com/quote/U11.SI/
https://sg.finance.yahoo.com/quote/O39.SI/
https://sg.finance.yahoo.com/quote/D05.SI/
https://sg.finance.yahoo.com/quote/U11.SI/
https://sg.finance.yahoo.com/quote/O39.SI/
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WHAT ARE REITS? 

REITs are investment trusts that pool investors’ money to buy and own income-producing real estate. These 

properties are leased out to tenants who, in turn, pay rental income to the REIT.  

Like all property investors, REITs can also acquire new properties, enhance and improve existing ones, or/and 

increase rental rates to grow their income. 

Since REITs are exempted from the normal 17% corporate tax rate if it distributes at least 90% of its distributable 

income back to shareholders as dividends, investors can earn a higher yields when they invest into a REIT. This 

tax transparency status is currently effective until 31 March 2025. 

To give a quick overview, here are just some of the properties own by a REIT: 

1. Vivo City 

2. Plaza Singapura 

3. Tampines Mall 

4. Singapore Science Park 

5. Wisma Atria 

6. Park Hotel (Clark Quay) 

7. Asia Square Tower Two 

8. Mount Elizabeth Hospital  

9. Intercontinental Singapore 

10. Mapletree Business City 

 

In other words, you can actually own a slice of these properties and collect rental income when you invest into 

their respective REITs.  

Let’s take a look at the market performances of three Singapore REITs over the last 10 years from January 2010 to 

January 2020.  

• CapitaLand Mall (SGX: C38U) – $1.80 to $2.46 +36.66% (Dividends: $1.062 +59%)  

• Ascendas REIT (SGX: A17U) – $2.17 to $2.98 +37.32% (Dividends: $1.43 +65.89%) 

• Frasers Centrepoint (SGX: J69U) – $1.40 to $2.79 +99.28% (Dividends: $1.099 +78.5%) 

Dividends provide a great boost to your overall investment returns.  

Good dividend companies tend to increase their dividends every year, increasing your yield on cost (as seen from 

the 3 banks).  

Over the years, you can see your stocks’ dividend yield grow from 4% to as high as 15% with dividend companies. 

The best part is… your dividends are tax free in Singapore.  

The key point is to invest in Singapore companies for dividends.  

And as for growth and capital gains, you need to look outside of our little small dot.   

 

 

https://sg.finance.yahoo.com/quote/c38u.si/
https://sg.finance.yahoo.com/quote/A17U.SI/
https://sg.finance.yahoo.com/quote/J69U.SI/
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MIND YOUR OWN BUSINESS? 

Before we start looking at anything or even ask questions like:  

“What’s the best stock to buy right now?” 

It is extremely important that you understand this when it comes to investing – it all boils down to the 

BUSINESS. It’s not about the latest stock tip whispered to you by your friend or broker, or the “next big thing” 

that’s going to revolutionize the industry. Most times, these tips and rumors remain nothing more than that. 

Instead, before you invest in any company, think about how sustainable and scalable their business is.  

You want a business that can scale and grow in size just like your investment and you want a business that’s going 

to be around to grow for a long, long time (remember Blockbuster?). 

• How does the business make its sales and profits? 

• What are the competitive advantages it has over its competitors in the market?  

Remember, buying stock is like becoming a part-owner in a business. As the part-owner of a business, wouldn’t 

you want to make sure that the company you own is able to grow and be successful over the long term?  

Of course! The more successful your company becomes, the more money your investment makes! 

Let me give you a simple example.  

Take a look at just some of the stocks owned by Warren Buffett.  

You’ll find familiar brands such as: 

 

             

 

I am sure you’ve heard of all these famous names before. But have you ever wondered why Warren Buffett, the 

greatest investor who’s walked the face of this planet, bought these companies?  

Is there something similar about these companies?  

A unifying thread that makes them great investments to own?  

Well, there is… 
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These companies have business models that are relatively simple to understand, scalable, and their 

products/services are consumed by hundreds of millions of people everywhere. 

So let’s take a look at the performance of these four companies in the stock market for the last 10 years from 1st 

January 2010 to 2nd January 2020. 

• Coca-Cola (NYSE: KO) – $28.50 to $47.68 +67.29%  

• Procter & Gamble (NYSE: PG) – $60.63 to $123.41 +103.54%  

• Wal-Mart (NYSE: WMT) – $53.45 to $118.94 +122.52%  

• Johnson & Johnson (NYSE: JNJ) – $64.41 to $145.98 +126.64%  

Pretty average growth from Coca-Cola, but Procter & Gamble, Wal-Mart and Johnson & Johnson did pretty well. 

Note that all these gains are excluding dividends; add that in as well and you’ll make even more!  

Despite the humongous size of these global companies, they continue to grow even bigger and their stock 

becomes more valuable year after year.  

Now these companies are what Peter Lynch, in his book One Up on Wall Street, might call a slow grower – large 

companies that are extremely stable and grow around 2-5% a year. 

But what about companies that are growing much faster?  

For example, companies that are taking advantage of the continual growth of e-commerce worldwide. Besides 

tech companies like Apple, Amazon and Google which have obviously benefited from the Internet age, think of 

one group of companies that have been quietly raking in the profits because of the boom in e-commerce… 

…like credit card companies. 

Let’s take a look at these companies from the same 10 year period: 

• Visa (NYSE: V) – $20.2 to $191.12 +846.14%  

• MasterCard (NYSE: MA) – $25.6 to $303.39 +1,085.11%  

Now THAT is knockout growth! 

Here’s another company that deals with Internet security and infrastructure: 

• Verisign (NASDAQ: VRSN) – $24.24 to $196.73 +711.59% 

Pretty impressive as well, huh?  

But if you’re thinking that only these tech and credit card companies are the ones going up and up and up, there 

are countless others as well in various other industries that have been on a tear as well. 

 

http://finance.yahoo.com/q?s=ko
https://finance.yahoo.com/quote/PG/
http://finance.yahoo.com/q?s=wmt
http://finance.yahoo.com/q?s=jnj
http://www.amazon.com/One-Up-On-Wall-Street/dp/0743200403
http://finance.yahoo.com/q?s=v
http://finance.yahoo.com/q?s=ma
http://finance.yahoo.com/q?s=vrsn


INVEST – A Singaporean Guide to Stock Investing 

 

INVEST – A Singaporean Guide to Stock Investing   Page 15 

Do you recognize any of these brands? 

Can you name the products that they manufacture / sell? 

 

 

 

 

  

  
 

 

Here are their performance over the 10 years: 

• Starbucks (NASDAQ: SBUX) – $11.53 to $89.35 +674.93% 

• Yum! Brands (NYSE: YUM) – $25.44 to $102.17 +301.61% 

• LVMH Moet Hennessy Louis Vuitton (EPA: MC) - €78.38 – €419.15 +434.76% 

• Nestlé (SWX: NESN) – 50.20 CHF to 106.32 CHF +111.79%  

• McDonald’s (NYSE: MCD) – $62.44 to $200.79 +309.38% 

• Nike (NYSE: NKE)  – $15.97 to $102.20 +539.94%  

• Kweichow Maotai (SHA: 600519) – $154.38 to $1130 +631.96%  

In case you haven’t heard of Yum! Brands, it’s the company that owns KFC, Taco Bell and Pizza Hut. 

As you can see, it doesn’t really matter which stock exchange or which particular industry (unless it’s in a sunset 

industry) these companies are from. If the company’s business model is extremely successful and profitable, its 

stock price will head up. 

Another thing you’ll also realize about most of these companies is that they deal in products/services you use 

almost every single day – food, payment, home products, etc. Nothing fancy here; no “next big thing”, no big 

“under the radar” discovery waiting to come out. 

These are companies you’ve probably heard about or seen almost every day… and they as you’ve seen from the 

figures above, they can give you incredible returns if you know how and when to spot an opportunity and invest 

in them. 

 

http://finance.yahoo.com/q?s=sbux
http://finance.yahoo.com/q?s=yum
https://www.google.com/finance?cid=673480
http://quotes.wsj.com/CH/NESN
https://finance.yahoo.com/quote/MCD/
https://sg.finance.yahoo.com/quote/NKE
https://sg.finance.yahoo.com/quote/600519.SS/
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So what I’m trying to say is…  

Spotting a great investment doesn’t mean you need to search high and low for a company that’s looking to cure 

cancer or create an invention that’s going to revolutionize the world.  

While new discoveries like these may extremely exciting to hear about and tempting, but no one know if their 

discoveries will ever hit the big time. It’s all still pretty much up in the air. 

So knowing this, next time you’re out shopping for groceries or you’re headed downtown for a night out, take a 

look at all the successful businesses around you. 

For example…  

 

 

 

 

 

 

 

Notice the products you buy and the services you use and the companies behind them, and ask yourself: 

• Is the company listed on any stock exchange? 

• Is the business sustainable? 

• Is the business scalable? 

• Are there many customers in their stores consuming their products/services?  

• Do these customers keep coming back again and again? 

If you answered YES to all these questions when you’re observing any business, you might have an investment 

worth taking a closer look at.  

So list down your ideas, keep a look out, and I am sure you’ll be able to find a lot of investment ideas worth looking 

at! 
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NUMBERS TELL A STORY 

Once you have identified a company you think has a great business model that’s sustainable, scalable and 

successful, the next step is to peel away the layers to find out if the company really is bringing in the dough. 

And the only way to do that is to take a look at its FINANCIALS. 

You see, sometimes a company might look really good on the outside but is actually bleeding cash on the inside.  

That’s the reason why you want to have a look at a company’s financials – because its numbers will tell you just 

how well a company has actually been performing over the last many years. 

All public-listed companies are required by law to disclose and make available their financial statements to the 

general public, so to check on a public company’s financials you can always simply go online, download their 

annual reports and take a look at their numbers. 

Or you can always head to financial/investment websites that list all these data for you quick and easy. Here are 

some: 

• Yahoo Finance (finance.yahoo.com) 

• Morningstar (Morningstar.com)  

• Bloomberg (Bloomberg.com) 

So what are the items you need to look out for in the financials to know if a company is truly in great financial 

shape? 

So in a nutshell, here’s what you should look out for: 

• Consistent growth in revenue 

• Consistent growth in net profit 

• High net profit margin  

• Positive operating cash flow  

• High current ratio 

• Low debt to equity  

• High Return on equity  

Obviously, the thing you want to look out for are consistency. 

A high return on equity (ROE) in one year and low in the next is NOT what we are looking for. Instead, we want to 

look for one that that can consistently generate high ROE in the last 5, 10 years. 

Likewise for profit margin, cash flow and it’s other performance metrics. 

With that said, let us go in detail what these numbers and metrics actually mean. 

http://finance.yahoo.com/
http://morningstar.com/
http://bloomberg.com/
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1. CONSISTENT GROWTH IN REVENUE 

Revenue is basically the amount of money a company receives for selling their products/services. 

For example, Acme Corporation sells 10,000 widgets at a hundred dollars each in one year, the company’s revenue 

for that year is: 

10,000 X $100 = $1,000,000 

What you want to look for is a company that has a history of consistent revenue growth for the last 3-5 years or 

more.  

Quite simply, you want to invest in a company that’s able to grow and make more money year after year. 

 

2. CONSISTENT GROWTH IN NET PROFIT 

Net profit (or net income or earnings) is the amount of money a company 

retains after deducting total expenses from its revenue. 

Continuing on our earlier example, if Acme Corporation makes one million 

in revenue and has total expenses of $750,000 for the year, its net profit 

would be: 

Total Revenue – Total Expenses = Net Profit 

$1,000,000 - $750,000 = $250,000 

 

Net profit is hugely important because a company might have large 

growing revenues, but at the same time, be unprofitable.  

What you want to look for is a company that has a history of consistent 

earnings growth for the last 3-5 years or more.  

A company that has growing revenues should have its net profit growing 

in tandem as well.

 

 

Video Lesson:  

Net Profit 

Watch a quick video on 

understanding Net Profit  

 

 

 

 

http://www.investopedia.com/video/play/net-income/
http://www.investopedia.com/video/play/net-income/
http://www.investopedia.com/video/play/net-income/


INVEST – A Singaporean Guide to Stock Investing 

 

INVEST – A Singaporean Guide to Stock Investing   Page 19 

3. HIGH, CONSISTENT NET PROFIT MARGIN 

Net profit margin measures how much out of every dollar of revenue it 

keeps as profit.  

Using the same example, if Acme Corporation’s revenue is one million and 

a net profit of $250,000, its net profit margin would be: 

Net Profit ÷ Revenue = Net Profit Margin 

$250,000 ÷ $1,000,000 = 25% 

 

What you want to look for is a company with high net profit margins 

compared to its peers in its industry.  

The higher the profit margin, the more profitable and cost-efficient a 

company is – which can be a huge competitive advantage. 

You also want a company that’s able to maintain (or even increase) its 

profit margin as it grows its revenue and profit.  

A reduction in profit margin means that the company must now spend 

more in order to earn the same dollar. It could mean that the company 

has managed their expenses poorly or they have little or no control over 

external cost factors.  

An example would be an airline company hit by rising fuel prices.

 

 

Video Lesson:  

Net Profit Margin 

Watch a quick video on 

understanding Net  

Profit Margin 

http://www.investopedia.com/video/play/introduction-to-profit-margins/
http://www.investopedia.com/video/play/introduction-to-profit-margins/
http://www.investopedia.com/video/play/introduction-to-profit-margins/
http://www.investopedia.com/video/play/introduction-to-profit-margins/
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4. POSITIVE OPERATING CASH FLOW 

Operating cash flow (OCF) is the amount of cash generated by a 

company’s normal business operations. Cash flow is extremely 

important because it indicates whether a company is able to generate 

enough cash to stay in business. 

Let’s go back to our example:  

Acme Corporation has revenues of one million and total expenses of 

$750,000 in a year. But if Acme can only collect $600,000 in payment for the 

widgets it sold, it means its business operations doesn’t generate enough 

cash to cover its total expenses; they would have a negative cash flow of 

$150,000. In this case, if Acme doesn’t have enough cash reserves or can’t 

borrow the money to cover its total business expenses, it will go bankrupt!  

You want to look for a company that generates positive operating cash 

flow and has a history of consistent OCF growth that grows in tandem 

with its revenue and profit. 

 

 

 

Video Lesson: Operating 

Cash Flow 

Watch a quick video on 

understanding Operating Cash 

Flow 

  

 

 

5. HIGH, CONSISTENT CURRENT RATIO 

Current ratio measures a company’s ability to pay its short-term 

liabilities with its short-term assets.  

The higher the ratio, the more capable the company is of fulfilling this.  

Current Assets ÷ Current Liabilities = Current Ratio 

A current ratio less than 1 means that a company might have difficulties 

paying its short-term liabilities when they become due which is not a sign 

of good financial health. 

Look for a company that has a current ratio of 1 or more.  

It is also useful to compare a company’s current ratio with peers in the 

same industry. 

 

Video Lesson:  

Current Ratio 

Watch a quick video on 

understanding Current Ratio 

6. LOW DEBT/EQUITY RATIO 

http://www.investopedia.com/video/play/operating-cash-flow-ocf/
http://www.investopedia.com/video/play/operating-cash-flow-ocf/
http://www.investopedia.com/video/play/operating-cash-flow-ocf/
http://www.investopedia.com/video/play/operating-cash-flow-ocf/
http://www.investopedia.com/video/play/current-ratio/
http://www.investopedia.com/video/play/current-ratio/
http://www.investopedia.com/video/play/operating-cash-flow-ocf/
http://www.investopedia.com/video/play/current-ratio/
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Debt/equity ratio compares a company’s total liabilities to its total 

shareholder equity. The higher the ratio, the more aggressive a 

company is in financing its business operations using debt.  

Total Debt ÷ Total Equity = Debt/equity Ratio 

Most people always have their guards up the moment debt is mentioned.  

Truth is, there is good debt and bad debt.  

And in business, debt is fairly common. The only thing you must ensure 

is that the debt is manageable. 

Debt can increase shareholders’ returns as they use it to finance bigger 

business operations to potentially generate more revenue and profit.  

However, the increase in earnings must outweigh the cost of the debt’s 

interest payments.  

This can become risky if a company borrows too much debt and its 

business operations don’t go as planned and its profits take a hit. This 

can sometimes lead to bankruptcy. 

Understandably, the lower the debt, the easier it can be managed and 

the company carries less risk. The higher the debt, the more risk a 

company has. 

In general, a debt/equity ratio of less than 0.5 means a company is in 

good financial shape to manage its debt, while a ratio above 1 is a sign 

that a company may be overleveraged. However, compare this with a 

company’s peers in the industry to get a clearer picture of what is 

acceptable or good. 

For example, capital-intensive industries like manufacturing tend to 

have higher ratios above 2 overall, while a service-based industry might 

have lower ratios below 0.5 overall. 

 

 

 

Video Lesson:  

Debt/Equity Ratio 

Watch a quick video  

on understanding Debt/equity 

Ratio 

7. HIGH, CONSISTENT RETURN ON EQUITY 

http://www.investopedia.com/video/play/debt-to-equity-ratio/
http://www.investopedia.com/video/play/debt-to-equity-ratio/
http://www.investopedia.com/video/play/debt-to-equity-ratio/
http://www.investopedia.com/video/play/debt-to-equity-ratio/
http://www.investopedia.com/video/play/debt-to-equity-ratio/
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Return on equity (ROE) measures how much profit a company generates 

with the money shareholders have invested.  

The higher the ratio, the better the company is at generating profit for its 

shareholders.  

Net Profit ÷ Shareholders’ Equity = Return on Equity 

ROE is one of the more important ratios you should pay attention to.  

In a lot of cases, you can make a lot of money over time investing in a 

company that has a consistently high ROE. 

VICOM (SGX: V01), a Singapore-based company that deals with vehicle & 

building inspection has had a consistent ROE of around 23% for the past 

ten years. In that period (2nd January 2010 to 2nd Jan 2020), its stock 

price has gone from $2.44 to $7.76 – a gain of 218.03%. 

So look for a company with its ROE consistently at 15% and above.  

Again, compare a company’s ROE with its industry peers to gain a clearer 

benchmark. 

 

 

 

 

 

 

 

 

 

 

Video Lesson:  

Return on Equity 

Watch a quick video on 

understanding Return  

on Equity 

 

 

 

 

 

 

 

 

 

 

 

 

 

THE PRICE IS RIGHT 

One of the most common mistakes made by newbie investors is that they tend to zoom in on a company’s stock 

price and chart, and worse, make their investment decisions based entirely on that. 

BIG mistake. 

http://www.investopedia.com/video/play/return-on-equity/
http://www.investopedia.com/video/play/return-on-equity/
http://www.investopedia.com/video/play/return-on-equity/
http://www.investopedia.com/video/play/return-on-equity/
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In fact, a company’s stock price is the last thing you should be worried about.  

Always look at a company first as a whole: its business model, its scalability and sustainability, the company’s 

core fundamentals and its financials before you even consider its stock price. 

And once you’ve found a wonderful company that passes all your criteria, does it automatically make it a great 

investment? 

NO! 

A great investment must still come at the right price. 

No point investing in a wonderful company if its stock is overpriced.  

“For the investor, a too-high purchase price 

for the stock of an excellent company can 

undo the effects of a subsequent decade of 

favorable business developments.” 

– Warren Buffett 

 

 

If you overpay on any investment, it might take you years to breakeven, or worse, you could lose a lot of money 

and never make it back.  

Just think of any stock market bubble - when stocks are trading at irrationally high prices - before it crashes and 

you’ll get my point. 

To ensure you’re making a great investment, you always want to cut a good deal and buy only when your stocks 

are undervalued and trading at a significant discount. 

So how do you determine if a stock is undervalued? 

Well, there are many methods to value a stock. In the next page, we’ll discuss two of the more popular ones 

investors use: 

PRICE/EARNINGS (P/E) 

Price/earnings (P/E) ratio is probably the most common yardstick of 

valuation out there.  

P/E measures a stock’s price relative to its profits. The higher the P/E, 

the more “expensive” the stock.  

As an overall benchmark, the 

average stock market P/E is 15-

20. 
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Stock Price ÷ Earnings per Share = P/E 

Let’s do a quick example of how to value a company using P/E: 

Company A’s stock price is $10 and its earnings per share (EPS) is $1. 

Company B’s stock price is $25 and its EPS is also at $1. Which stock is more 

expensive? 

If you used P/E as valuation, Company A has a relatively low P/E of 10, while 

Company B has a relatively high P/E of 25, making Company B much more 

“expensive”. All things being equal, Company A is the “cheaper” stock and 

a “better” investment. 

But of course, no two companies are ever exactly alike.  

Like we mentioned earlier, it’s important to study a company as a whole 

to truly understand its value and growth potential.  

In this case, Company B could have a more advanced business model, 

stronger fundamentals, and healthier financials, making its higher P/E 

ratio entirely justified. 

But in cases where two great companies are highly similar  

across the board and one is trading at a significantly lower P/E, you might 

want to take a closer look because it just might be an undervalued 

investment opportunity right there.  

It is also best to compare a company’s P/E with its specific industry 

average to gain a clearer benchmark.

 

 

Video Lesson:  

Price/Earnings 

Watch a quick video on 

understanding Price/earnings 

ratio 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

PRICE/EARNINGS TO GROWTH (PEG) 

http://www.investopedia.com/video/play/price-to-earnings-ratio/
http://www.investopedia.com/video/play/price-to-earnings-ratio/
http://www.investopedia.com/video/play/price-to-earnings-ratio/
http://www.investopedia.com/video/play/price-to-earnings-ratio/
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For some investors, P/E is too simplistic: a “cheap” low P/E company’s 

growth might be stagnant, while an “expensive” high P/E company 

might be growing steadily year after year. 

Price/earnings to growth (PEG) measures a company’s P/E ratio while 

taking into account a company’s earnings growth. 

 The higher the PEG, the more “expensive” a stock. In general, a PEG 

ratio of 1 indicates fair value. 

P/E ÷ Annual EPS growth = PEG 

Using our earlier example: 

Company A has a P/E of 10 and its profits have been growing at 10% per 

annum over the last five years. Company B has a P/E of 25 and its profits 

have been growing at 50% for the last five years. Which stock is more 

expensive now? 

If you used PEG as valuation, Company A has a PEG ratio of 1, while 

company B has a PEG ratio of 0.5. All things being equal, Company B is 

cheaper: even though it has a higher P/E of 25, it’s growing its earnings at 

50% per annum! Company A with its P/E of 10 is only growing at 10% per 

annum. 

Again, it is always best to compare a company’s ratios with the industry 

average to gain a clearer benchmark of what is considered poor or good.  

Another thing to note about PEG is that growth is tricky to predict and 

future growth rates might not follow historical growth rates.

 

 

Video Lesson:  

P/E to Growth 

Watch a quick video on 

understanding Price/earnings 

to growth

 

Once again, let us stress to you that stock valuations should be the last step in your research and analysis. 

Always make sure that the company first and foremost has a sound business model, solid fundamentals and 

strong financials before you even consider making an investment! 

  

http://www.investopedia.com/video/play/peg-ratio/
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THE BEST TIME TO INVEST 

Now if you are just starting out in the world of investing and you’re not confident of putting your money into any 

stock yet, it’s really ok. There’s no rush and you don’t want to invest just for the sake of getting your feet wet only 

to lose your money. 

Warren Buffett has a famous quote: 

“Rule number 1: Never lose money  

Rule number 2: Never forget rule number 1  ” 

Truth is, you are not competing with anybody. You don’t need to be the best investor in the world to get wealthy. 

You don’t need to be the guy who beats Warren Buffett’s or Peter Lynch’s track records. No, you don’t. 

You are investing for yourself. And your goal is to grow your money more effectively year after year so that 

you and your family can live a better life in the near future – a life where money is no longer a worry or concern. 

So even if you can’t get 20%-25% returns a year, it’s really ok.  I mean, even if you “only” make 15% returns year 

after year, that’s actually considered a pretty mean feat! 

So if you find a stock that’s a potentially great investment, but you’re not sure or comfortable investing your 

money in it yet, then what you might want to do is to simply… wait. 

Because the best opportunities usually come during an economic recession or stock market crash when 

stock prices are down and depressed everywhere. The funny thing is that most people do it the other way round 

– they buy stocks when the stock market is going higher and higher and they avoid the market when stock prices 

crash. Like shopping, shouldn’t you being buying stocks when they’re selling at a discount and not when they’re 

overpriced? 

Go figure. 

So what should you be doing while you wait for a recession or crash to come around? 

Save up as money as possible and build your war chest. Because when a crash finally hits (and it always does – we 

all know the economy runs in cycles), the money you have to invest in all those great companies at bargain 

basement prices. It is a HUGE opportunity you don’t want to miss.  

The opportunities that a stock market crash brings doesn’t come every day. So make sure you have war chest 

filled and ready to be deployed when the time finally arrives. The more money you have to invest, the more gains 

you make when the market and your stock investments turn around and go upward again.  

(Caveat: While markets and indices always go up after a recession, not all stock investments will go up after a crash! 

That’s why picking a good, fundamentally strong company is extremely important.) 
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WISDOM TO LIVE BY  

The concept of ‘learning from others’ experiences’ might seem to be odd, but if you notice your day-to-day 

activities, you are actually learning from someone’s experiences involuntarily. 

For example, your neighbor is a car mechanic and your car is making weird noises. If you ask your neighbor to take 

a look at it, he will tell you what the problem is. The next time your car makes the same noise, you will know what 

the problem is. 

People write biographies and movies are made just so that one can learn from a person’s lifetime experience and 

that is something to be really treasured. 

And when it comes to investing, we can definitely pick up a thing or 2 from investment titans such as Warren 

Buffett, Charlie Munger, Peter Lynch, Howard Marks, Carl Ichan etc.  

Their investing experience and framework have generated over $100 billion in profits for themselves and their 

investors.  

Here are 30 of the best ones:  

1) You don't have to swing at everything. You can wait for the right pitch 

2) The risk among investors is that they only pay attention to what they already agree on 

3) I don't get to where I am today by going after mediocre opportunities 

4) The most important quality for an investor is temperament, not intellect 

5) The best chance to deploy capital is when things are going down 

6) The first rule of compounding, never interrupt it unnecessarily 

7) Cash is to a business as oxygen is to an individual 

8) A great business at fair price is superior to a fair business at a great price 

9) Good businesses are going to worth more over time 

10) It's the quality of your ideas, not the quantity, that will result in the big money 

11) If it won’t stand a little mismanagement, it’s not so much of a business 

12) The best thing that happens to us is when a great company gets into temporary trouble 

13) It takes character to sit with all that cash and do nothing 

14) Frugality drives innovation, just like other constraints do 

15) Predicting rain doesn’t count, building an ark does 

16) You earn a reputation by trying to do hard things well 
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17) A brand for a company is like a reputation to a person 

18) An investor should act as though he had a lifetime decision card with just twenty punches on it 

19) If you have enough aggressiveness at the right time, you don’t need that much skill 

20) Buy a business, don’t rent stocks 

21) Buy companies with strong history of profitability and with a dominant business franchise 

22) Investing is picking good stocks and staying with them as long as they remain good companies 

23) The stock market is designed to transfer money from the active to the patient 

24) More money has probably been lost by investors holding a stock they really did not want 

25) Behind every stock is a company. Find out what it is doing 

26) The big money is not in the buying or selling but in the waiting 

27) Time is on your side when you own shares of superior companies 

28) Cash combined with courage in a time of crisis is priceless 

29) Minimizing downside risk while maximizing the upside is a powerful concept 

30) The investment objective of growth is not just to make gains, but to avoid losses 

Quotes are just quotes if it’s read once… 

To extract maximum value from these quotes, think of what they really mean by tying them back to your past 

investing experience. 

Likewise, you can also try to tie them back to what you’ve read so far from the guide…  

and you’ll be surprise to find many similarities… and new distinctions.   
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FINAL WORDS 

Investing, like many things in life, is a marathon and not a sprint.  

It is a lifelong journey that, when done right, can be extremely lucrative and rewarding.  

This report is just the start.  

If you want to learn more about investing in detail, we suggest picking up books on the great investors out there 

like Warren Buffett, Benjamin Graham, Peter Lynch, etc. The wisdom you can glean from their pages could be 

worth millions of dollars to you down the road. 

For us, investing is the surest road to create lifetime, sustainable wealth and I don’t see any reason why you 

shouldn’t do it. Let your money work harder and harder for you, so that one day you won’t have to work for 

money after all.  

As seen in the first few pages, even a small sum of capital can turn into more than a million dollars when you invest 

right.  

If you’d like to discover more insights and knowledge and become a better investor, you can always check out our 

online investment magazine The Fifth Person. 

 

There are tons of information and many investment strategies there for you to pick up and use immediately.  

http://fifthperson.com/
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And the best part is…  

it’s all free.  

In conclusion, I just want to leave you with this amazing quote by Paulo Coelho: 

“When a person really desires something, all the universe 

conspires to help that person to realize his dreams.” 

There is a reason why this report was brought to you today.  

So whatever you decide to do starting now, do it!  

There’s simply no better time than now… 

Best, 

The Fifth Person 


