Vol.-12 Issue-2 July — December 2024 ISSN 2249-569X

BOOK REVIEW: THE INTELLIGENT INVESTOR BY BENJAMIN
GRAHAM

Preeti Belgaumkar?:2
!Assistant Professor, IEMS B-School, Hubballi, India
2Research Scholar, Institute of Management & Commerce, Srinivas University, Mangalore, India

Email: preetibelgaumkar82@gmail.com

ABSTRACT

Since its release in 1949, Benjamin Graham's seminal work The Intelligent Investor has
profoundly influenced value investing. Known as the "father of value investing," Graham
offers insightful principles and information to help average investors make wise, informed
investment decisions. The book emphasizes value investing fundamentals, advocating for a
long-term market approach while avoiding significant mistakes. Graham categorizes
investors into entrepreneurial and defensive types, with much of the book focusing on passive

and defensive investment strategies.
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INTRODUCTION

Benjamin Graham's "The Intelligent Investor" [1] is

praised as the gold standard for value investing literature.

.I.H E Known as the "Godfather of Value Investing," Graham had

a significant amount of influence on the financial industry.

INTELLIGENT Anybody interested in value investing should read this
INVESTOR book because it is regarded as one of the most important

e BEHRIIVE RoDaN VREE e sTinG investment books ever written. Through teaching investors
how to approach the market with a long-term perspective

and protect themselves from significant blunders,
BENJAMIN GRAHAM P s
Graham's work highlights the significance of value
investing ideas.
The Intelligent Investor" by Benjamin Graham is a seminal work in the field of value
investing, which has influenced numerous investors, including Warren Buffett. The book

primarily emphasizes the importance of a disciplined and rational approach to investing,

focusing on long-term strategies rather than short-term speculation. With its timeless
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knowledge on navigating the complexity of the stock market and making wise investing
decisions, the book serves as a thorough reference for investors. "The Intelligent Investor"
offers insightful information on the world of investing for both novice and experienced
investors. It emphasizes risk management, fundamental research, and the significance of an
organized approach to investing. This book still serves as a valuable resource for anybody
wishing to establish a strong foundation in value investing because of its timeless principles

and helpful recommendations.

Key principles and strategies covered in the book include:

e Investing with a margin of safety by seeking out undervalued stocks

Ignoring market noise and focusing on the long-term value of investments

e Paying attention to one's own risk profile and the risk profile of investments
e Creating a diversified portfolio spread across multiple asset classes

e Conducting thorough research to determine a company's intrinsic value

e Staying away from investing trends and "group think™ pressures

"The Intelligent Investor” has been praised by many successful investors, most notably
Warren Buffett, who read the book when starting out and has since held it in high acclaim.
The book's timeless principles and practical advice continue to be highly relevant for

investors seeking to build a solid foundation in value investing.

Overall, "The Intelligent Investor" is a highly recommended read for individuals seeking to
enhance their investment knowledge and develop a sound investment strategy based on

fundamental principles.
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ABOUT THE AUTHOR

Benjamin Graham, born Benjamin Grossbaum on May 9, 1894, in London, England, was a
British-born American financial analyst, investor, and professor widely known as the "father
of value investing”. He is renowned for his groundbreaking work in securities analysis and
his influential investment philosophy that stressed independent thinking, emotional
detachment, and careful security analysis. Benjamin Graham's systematic approach to
evaluating companies and his emphasis on finding low-risk investments with long-term
rewards have left a lasting impact on the field of investing, making him a revered figure in

the world of finance and investment.

PUBLISHER

The publisher of "The Intelligent Investor” by Benjamin Graham is Harper & Brothers.
Founded in New York in 1817 by James Harper and his brother John, the company operated
as J. & J. Harper until 1833 when it changed its name to Harper & Brothers, reflecting the
inclusion of Joseph and Fletcher Harper. Harper & Brothers began publishing Harper's

Magazine, Harper's Weekly, and other periodicals in the 1850s.

TARGET AUDIENCE

The Intelligent Investor by Benjamin Graham is targeted at a wide audience of investors, both
beginners and experienced, who are looking to invest safely and successfully in the stock
market. The book is considered a must-have for new investors trying to understand the basics
of how the market works. It provides common-sense advice and teaches readers to apply
Graham's principles of value investing, which aim to protect investors from substantial harm
and help them develop long-term strategies. At the same time, the book is also relevant for
experienced investors looking to generate sustainable returns over the long run. The book
emphasizes the importance of value investing principles, such as buying stocks at a margin of
safety and focusing on the underlying value of companies rather than market noise. While the
book may not appeal to investors seeking short-term profits through day trading or other
frequent trading strategies, it is widely considered a must-read for anyone interested in value
investing and building wealth over the long term. The timeless principles and practical advice

in The Intelligent Investor continue to influence investors of all levels today.
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THEME OF THE BOOK

The Intelligent Investor” by Benjamin Graham is a seminal work in the field of value
investing, which has influenced numerous investors, including Warren Buffett. The book
primarily emphasizes the importance of a disciplined and rational approach to investing,

focusing on long-term strategies rather than short-term speculation.

HERE ARE SOME KEY ASPECTS OF THE BOOK:

The key aspects of the book "The Intelligent Investor" by Benjamin Graham include:

e Value Investing Principles: The book emphasizes the concept of value investing,
focusing on buying stocks at a margin of safety and assessing the underlying value of
a company's tangible assets rather than following market trends

e Long-Term Perspective: Graham stresses the importance of maintaining a long-term
perspective in investing and avoiding emotional reactions to short-term market
fluctuations

e Margin of Safety: The book introduces the concept of a margin of safety, which
involves buying stocks below their intrinsic value to protect against losses and
improve potential upside

e Distinguishing Price and Value: Graham highlights the difference between price and
value, noting that stock prices often do not reflect a company's actual value, and
investors should focus on the intrinsic value of the business

e Risk Management: The book provides strategies for reducing risk, protecting capital
from loss, and generating sustainable returns over the long run

e Warren Buffett's Endorsement: Warren Buffett, a successful investor and student of
Graham, considers "The Intelligent Investor" the best book on investing ever written,
highlighting its enduring value and impact on investors

e Defensive vs. Enterprising Investors: Graham categorizes investors into defensive
and enterprising types, with the book offering guidance on how each type can
approach investing to achieve their financial goals.

e Predictive vs. Protective Approaches: Graham warns against attempting to predict
market movements and advocates for a protective approach that focuses on protecting
against losses rather than trying to time the market

e Mr. Market: Graham uses the allegory of "Mr. Market" to describe the stock market's

often irrational and volatile behaviour. Investors are advised to take advantage of Mr.
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Market’s mood swings by buying when prices are low and selling when they are high,
rather than being swayed by the market’s irrationality.

e Avoiding Speculation: Graham warns against the dangers of speculation, where
investors base their decisions on market movements, rumours, or short-term trends,
rather than on fundamental value. He promotes a disciplined approach to investing
that relies on careful analysis and a long-term perspective.

e Psychological Discipline: Graham highlights the importance of maintaining
emotional discipline and not letting fear or greed influence investment decisions.

Staying rational and focused on long-term goals is crucial for successful investing

These key aspects of "The Intelligent Investor” provide a solid foundation for investors

looking to adopt a disciplined and rational approach to investing in the stock market.

CONCLUSION

Benjamin Graham's The Intelligent Investor remains a classic in investment literature. By
promoting value investing principles, encouraging a long-term outlook, and managing risk
through diversification, the book continues to guide readers in making informed investment
decisions. Its timeless appeal lies in its foundation on fundamental analysis, providing a
reliable framework for investment selection. Warren Buffett’s endorsement further
underscores its importance, solidifying The Intelligent Investor as an essential resource for

building a disciplined investment strategy.
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