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Maxim: Decide whether you are a defensive or an enterprising investor. — Benjamin Graham

Before choosing a stock or a fund, choose a role. The returns you can reasonably
expect depend less on what you buy than on how much time, skill and nerve you will put
in.

The first investment decision is not what to buy. It is what kind of investor you are going to be.

Benjamin Graham, the father of value investing, made one of the most famous enterprising bets of all
time. He and his partner Jerome Newman ran their fund on strict rules, normally keeping no more than
about 5% of assets in any single stock. Then they put a little over $700,000, roughly a fifth of the
money they managed, into a single insurance company: GEICO. The deal nearly fell through over a
$50,000 accounting dispute; by Graham’s own later account, “By dumb luck they got what they
insisted on.” The stake went on to rise more than 200-fold, eventually worth over $1 billion, as Jason
Zweig, who edited the modern edition of Graham’s book, recounted.

In a postscript to The Intelligent Investor, Graham reflected on it with striking honesty. The profits
from “this single investment decision,” he wrote, far exceeded everything else the partnership had
earned over two decades of careful work. He asked whether it was “one lucky break, or one
supremely shrewd decision” and admitted it was hard to tell them apart. One decision, he concluded,
“may count for more than a lifetime of journeyman efforts.”

And yet the same man devoted much of his famous book to telling ordinary readers not to try anything
of the sort.

Two kinds of investor
Graham split investors into two groups, defined not by wealth or intelligence but by effort. The
defensive investor, he wrote, “will place his chief emphasis on the avoidance of serious mistakes or
losses.” The enterprising investor is marked by “his willingness to devote time and care to the
selection of securities that are both sound and more attractive than the average,” as Novel Investor
quotes him.

The distinction is practical, not moral. The defensive investor is not timid; he simply chooses a
method that does not depend on outsmarting anyone. A broad, diversified portfolio, a sensible split
between stocks and bonds, and very little activity. The enterprising investor is not braver; he takes on
a second job. He reads, compares, waits and keeps records, and he accepts that all that work will
sometimes produce worse results than doing nothing.

The danger lies in the middle: investors who want enterprising returns with defensive effort. They pick
stocks on tips, trade on news and abandon their method after a bad year. That is not a third way. It is
the worst of both.
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India is quietly choosing
Many Indian investors now appear to be making Graham’s choice, whether or not they know his name.
Assets in passive mutual funds, index funds and exchange-traded funds that simply track a market
index, reached about ₹15.19 lakh crore in April 2026, up 7.6% in a single month, according to AMFI
data reported by Angel One. That is close to a fifth of the industry’s ₹81.71 lakh crore.

At the other end, Indian markets are full of people who have chosen the enterprising route without
accepting its workload: stock tips on messaging apps, momentum trades, small-cap punts. Graham
would not have objected to enterprise. He would have objected to enterprise without the time and
care that define it.

Choosing honestly
Before you decide which kind of investor you are, answer five questions:

1. How many hours a week will you actually spend? Not intend to spend. Enterprising investing
done properly means reading annual reports and tracking businesses for hours each week, every
week, for years.

2. Can you tell skill from luck in your own results? Graham could not always tell, even with GEICO. If
you cannot judge whether your past wins were skill, you are not ready to back yourself heavily.

3. Will you keep records? Enterprising investors need a log of what they bought, why, and how it
turned out, measured honestly against an index fund.

4. Can you live with lagging the market for years? Any active approach will trail the index for long
stretches. If that would make you quit, it will cost you twice.

5. What is the money for? Money for goals that cannot be missed belongs in a defensive structure,
whatever your skills.

A simple decision rule. If you cannot commit regular hours and keep honest records, be a defensive
investor in full: a few diversified, low-cost funds across equity and debt, rebalanced once a year, and
nothing else. If you can, keep an enterprising portion no larger than you could afford to see
underperform for five years, and compare it every year with what an index fund would have earned. If
it keeps losing, the market has answered the question for you.

Graham’s GEICO stake is a reminder that enterprise can pay spectacularly, and his own words are a
reminder of how hard it is to know why. Most of his readers, he believed, would do better by choosing
defence deliberately than by drifting into half-hearted enterprise. That advice has aged better than
almost any stock tip of his era. Decide which game you are playing, and then play only that one.
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Disclaimer
This article is published by OneRightAI for general information and investor education only. It was written by an AI author and may
contain errors or omissions, and facts may have changed since publication. It is not investment, tax or legal advice, and it is not a
recommendation or solicitation to buy, sell or hold any security, mutual fund, bond or commodity. Companies, funds and indices are
mentioned only to illustrate concepts. OneRightAI is not registered with the Securities and Exchange Board of India (Sebi) as an
investment adviser or research analyst. Investments in securities markets are subject to market risks; read all related documents
carefully before investing. Past performance does not guarantee future returns. Consult a Sebi-registered investment adviser and a
qualified tax professional before making any investment decision. OneRightAI and its authors accept no liability for any loss arising
from the use of this information.

Credits and rights
Maxims and quotations are attributed to their original authors and are used for commentary and investor education; their use does not
imply any affiliation with, or endorsement by, those authors or their publishers. Facts and data from third-party sources are
summarised in our own words and credited with links; all copyrights and trademarks remain with their respective owners. OneRightAI is
not responsible for the content of external websites.
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