Part 1: The Foundation of Fair Value

1. Core Concept: Fair Value vs. Market Price

Market Price: What you pay (determined by emotions, supply, and demand).
Fair Value (Intrinsic Value): What the company is actually worth (determined by cash
flows, assets, and profits).

e The Disconnect: Market prices fluctuate daily, but Fair Value moves slowly based on
business performance.

2. The Margin of Safety (MOS)

The "Margin of Safety" is the gap between the Fair Value and the Market Price.

e Formula: $MOS \% = \frac{\text{Fair Value} - \text{Market Price}}{\text{Fair Value}}
\times 100$

e Rule of Thumb: A 20-30% Margin of Safety acts as a "buffer" against valuation errors or
market crashes.

3. Why Use Al for Valuation?

Historically, finding Fair Value was a 10-hour job involving:

1. Downloading 10 years of Annual Reports.
2. Manually typing numbers into Excel.
3. Complex mathematical forecasting.

The Al Shift: Tools like Gemini and ChatGPT now allow us to:

e Extract: Pull 10-year financials in 60 seconds.
e Analyze: Spot management trends and sector headwinds instantly.
e Model: Build professional Profit From It Fair value Sheet models with simple prompts.

Part 2: Automated Data Extraction (Master
Prompt Sheet)
1. Why Gemini for Data?

Unlike older Al models, Gemini is integrated with Google Search and can "read" live financial
news, scan updated investor relations pages, and even process complex PDF tables from
annual reports.



2. The "Reliance" Master Prompts

Copy and paste these into Gemini to get accurate data for our Fair Value Method.

Prompt A: The Historical Financial Snapshot

"Act as a professional equity researcher. Visit the Reliance Industries Investor
Relations page or use credible financial sources. Provide a table for the last 10
Financial years showing: Everything from Consolidated and in INR Cr: Revenue,
EBITDA, Net Profit, Equity, Total Equity, and Free Cash Flow (FCF). Also, find the
current number of Outstanding Shares."

Prompt A2: The Valuation Snapshot

"Act as a professional equity researcher. Visit the Reliance Industries Investor
Relations page or use credible financial sources. Provide a table for the last 10
Financial years showing: Consolidated adjusted (post bonus and split) EPS and
(post bonus and split) Closing Price of the stock for each year."

Prompt B: The Debt & Cash Audit

"Extract Reliance Industries' current Total Debt and Total Cash & Cash Equivalents
from their latest quarterly results (Q3/Q4 FY24-25). List them clearly in Crores."

Prompt C: The Segment Breakdown (For Growth Analysis)

"Provide a percentage breakdown of Reliance's revenue across its main segments:
02C (Energy), Jio (Telecom), and Retail for the last fiscal year. This is for a Fair
Value calculation.”

3. Verification Checklist

Al can sometimes "hallucinate" numbers or miss exceptional items. Always verify the Al output
against these primary sources:

1. BSE/NSE India: The ultimate source for official corporate filings and shareholding
patterns.
2. Screener.in: Perfect for a 10-second cross-check of the last 10 years' Profit & Loss.

Part 3: Step 2 - Growth Forecasting



1. The Three Engines of Reliance

To value Reliance, we cannot treat it as one company. We must look at its three growth engines:

02C (Oil to Chemicals): The "Cash Cow." It provides steady but slow growth (5-8%).
Jio (Telecom & Digital): The "Growth Rocket." Driven by 5G, ARPU increases, and
digital services (12-15%).

e Retail: The "Consumption Giant." Expanding physical stores and e-commerce (15-20%).

2. Using Al to Predict the Future

We use ChatGPT and Gemini to synthesize "Management Guidance" from Conference Calls
(Con-calls).
Prompt D: The Management Guidance Audit

"Analyze the last 3 quarterly conference call transcripts of Reliance Industries. What
are the top 3 growth priorities mentioned by the management? Specifically, look for
projected capital expenditure (CAPEX) in Green Energy, Reliance Retail and Jio
along with if Media is growing tell about that also."

Prompt E: Competitive Benchmarking

"Compare Reliance Jio's subscriber growth and ARPU (Average Revenue Per
User) with Bharti Airtel for the last 4 quarters. Based on industry trends, suggest a
realistic 5-year revenue CAGR for Reliance's digital segment."

3. The "Conservative” Rule

When forecasting for Fair Value, always be conservative.

e Aggressive: 18% Growth (High risk)
e Base Case: 12-14% Growth (Realistic)
e Conservative: 10% Growth (Safe)

Part 4: Step 3 & 4 - The Final Fair Value
Calculation
1. Step 3: Assigning the Valuation Multiple



Now that we have the Growth Rate, we need to decide what "Multiple" (P/E Ratio) the market
should pay for that growth.

e The Rule of Thumb: If a company grows at 15%, a P/E of 20-25x is often considered
fair for a leader like Reliance.

e Al Prompt F (Valuation Benchmarking):
"Compare the historical 10-year Median P/E of Reliance Industries with its global peers
like ExxonMobil and Amazon. Based on a projected growth rate of 12%, suggest a 'Fair
P/E' multiple for Reliance."

2. Step 4: The Fair Value Formula

We use the Growth + Valuations logic to find the future price and pull it to the present.

e Future EPS = Current EPS x (1 + Growth Rate)*Years
e Expected Future Price = Future EPS x Fair P/E
e Fair Value (Today) = Future Price / (1 + Discount Rate)*Years

3. The Grand Finale: Margin of Safety (MOS)

Once you have the Fair Value, compare it to the Current Market Price (CMP).

e Buy Zone: CMP is 20% - 30% below Fair Value.
e Hold Zone: CMP is near Fair Value.
e Sell/Avoid Zone: CMP is significantly above Fair Value.

4. Pro-Tip: Cleaning your Data

Before pasting Al data into Excel, always:

1. Remove Commas: Use Ctrl+H to replace , with nothing.
2. Remove Symbols: Remove % or $ signs.
3. Format as Number: Ensure the cell format is 'Number' and not "Text'.
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