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There are 729 stocks in Securities Exchange of Thailand (SET) as of September 1
st
, 2015. When applying 

Buffet’s method to sieve out the stocks (Hagstrom, 2014), it is found that there are only 10 stocks that is 

considered to be good stocks- which shows sustainable growth of EPS and ROE. Those stocks are ADVANC, 

ASK, ASP, BBL, BEC, BIGC, CSC, ▵ , INTUCH, AND KW. This was the first part of analysis in selecting good 

stocks. Financial indicators then were used to calculate the intrinsic value and it is found that there are 5 stocks 

showing buying opportunities which are ASK, ASP, BBL, BEC and BIGC. However, there are only 2 stocks- 

BBL and BEC, showing high degree of margin of safety, 24.03% and 29.94%. As suggested by Buffett and 

Graham, the 25% margin of safety is recommended as the lower number represents less opportunities in making 

profits for capital gains. Investors should wait for buying opportunities if stock prices from this group has fallen 

to the 25% margin of safety point. Or if they eager to invest now, BEC and BBL are highly recommended in 

their portfolio.  
 

1. Introduction 
There have been two major steps in investment strategy; i.e., selecting good companies and finding their 

intrinsic value. There have been many books on Warren Buffett‟s investment strategy during the past decades; 

though, none of them has written by Warren himself. Personally, those books can be divided into two groups: 

the investment philosophy or qualitative perspective and the calculating process of intrinsic value or quantitative 

method. Some books have nicely combined both sides; some stand out on qualitative perspective and the others 

on quantitative perspective.  

The terms „commodity type business’ and ‘consumer monopoly’ are introduced to segregate between good and 

bad stocks. Commodity type business faces with fierce competition, shows no sustainable growth or even loss in 

some years and low profit margins while consumer monopoly shows favorable financial indicators. Deciding 

which company is good to invest is only the other side of the coin as investors need to know the intrinsic value 

so they can make buying decision. Nevertheless, there are differences in calculating the intrinsic value like in 

the work of Mary Buffett and David Clark‟ s method and Jee Ramaswamy‟s method. I found that the calculation 

process was not complicated but it requires past financial information and some knowledge on calculating net 

present value. The process takes time to understand once gained, the rest of the process is simple and 

worthwhile.  

In addition, the assumption of being valued investors is by holding those good stocks forever is very vital in 

investing. What Warren Buffett has done was accessing companies‟ competitive advantage annually; if he feels 

that the company is losing its competitive advantage forever, he will sell the shares but if he feels that the 

incident is just temporary, he will continue holding those stocks or even buy more of them if the price is right 

(undervalued).  

Based on Buffett‟s biography, it is undeniable that his investing strategy is worth following. How did he turn 

$100,000 investment to become the richest man in the world? In Thailand, there have been Thai valued investor 

like Niwes Hemwachirawarakorn (Ph.D.)- who is well-known as the adopter of Warren Buffett‟s method in 

Thai stock and success. He is known as valued investor who stimulates other investors in Thailand to adopt 

Buffett‟s method. His investment of $300,000 in 1997 turned to $300 Million in less than 20 years  

The so-called quantitative perspective is simply stock valuation which can be defined as the process of 

calculating the fair market value of a stock by using a predetermined formulas that factors in various economic 

indicators. Stock valuation can be calculated using a number of different methods. The most common methods 

used are the discounted cash flow method, the P/E method, and the Gordon model. Whichever method is chosen 

must be done accurately so that the price of stock can be valued properly (Wikipedia, 2015; Cambridge 

Dictionary, 2015).  

The success of valued investing both in the USA and in Thailand has drawn attention to my research topic. 

The thinking process on how to adopt the idea of Buffett to Thai Securities starting from selecting stocks and 

calculating its intrinsic value is of academic value, and with precision on the result of the research, it may 

suggest investors in investing in Thai stocks profitably.  

Therefore; the purpose of the study is  

1. to relatively assess Thai securities by applying Buffett‟s method based on financial tenets 

2. to calculate the intrinsic value and determine whether those stock are selling at overvalued or undervalued 

price (marketing tenets)  

http://www.investorwords.com/1878/fair_market_value.html
http://www.investorwords.com/4725/stock.html
http://www.investorwords.com/16027/formula.html
http://www.investorwords.com/1872/factor.html
http://www.investorwords.com/1643/economic_indicator.html
http://www.investorwords.com/1643/economic_indicator.html
http://www.investorwords.com/10438/number.html
http://www.investorwords.com/1474/discounted.html
http://www.investorwords.com/768/cash_flow.html
http://www.investorwords.com/5662/model.html
http://www.investorwords.com/3807/price.html
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2. Literature Review 
Wiki In financial markets, stock valuation is the method of calculating theoretical values of companies and their 

stocks. The main use of these methods is to predict future market prices, or more generally, potential market 

prices, and thus to profit from price movement – stocks that are judged undervalued (with respect to their 

theoretical value) are bought, while stocks that are judged overvalued are sold, in the expectation that 

undervalued stocks will, on the whole, rise in value, while overvalued stocks will, on the whole, fall.  

In the view of fundamental analysis, stock valuation based on fundamentals aims to give an estimate of the 

intrinsic value of a stock, based on predictions of the future cash flows and profitability of the business. 

Fundamental analysis may be replaced or augmented by market criteria – what the market will pay for the stock, 

without any necessary notion of intrinsic value. These can be combined as "predictions of future cash 

flows/profits (fundamental)", together with "what will the market pay for these profits?" These can be seen as 

"supply and demand" sides – what underlies the supply (of stock), and what drives the (market) demand for 

stock? 

In the view of others, such as John Maynard Keynes, stock valuation is not a prediction but a convention, 

which serves to facilitate investment and ensure that stocks are liquid, despite being underpinned by an illiquid 

business and its illiquid investments, such as factories. 

EPS is the net income available to common shareholders of the company divided by the number of shares 

outstanding. Usually there will be two types of EPS listed: a GAAP (Generally Accepted Accounting Principles) 

EPS and a Pro Forma EPS, which means that the income has been adjusted to exclude any one time items as 

well as some non-cash items like amortization of goodwill or stock option expenses. The most important thing 

to look for in the EPS figure is the overall quality of earnings. Make sure the company is not trying to 

manipulate their EPS numbers to make it look like they are more profitable. Also, look at the growth in EPS 

over the past several quarters / years to understand how volatile their EPS is, and to see if they are an 

underachiever or an overachiever. In other words, have they consistently beaten expectations or are they 

constantly restating and lowering their forecasts? 

The EPS number that most analysts use is the pro forma EPS. To compute this number, use the net income 

that excludes any one-time gains or losses and excludes any non-cash expenses like stock options or 

amortization of goodwill. Then divide this number by the number of fully diluted shares outstanding. Historical 

EPS figures and forecasts for the next 1–2 years can be found by visiting free financial sites such as Yahoo 

Finance (enter the ticker and then click on "estimates"). 

Historical P/Es are computed by taking the current price divided by the sum of the EPS for the last four 

quarters, or for the previous year. Historical trends of the P/E should also be considered by viewing a chart of its 

historical P/E over the last several years (one can find this on most finance sites like Yahoo Finance). 

Specifically consider what range the P/E has traded in so as to determine whether the current P/E is high or low 

versus its historical average. Forward P/Es reflect the future growth of the company into the future. Forward 

P/Es are computed by taking the current stock price divided by the sum of the EPS estimates for the next four 

quarters, or for the EPS estimate for next calendar or fiscal year or two. P/Es change constantly. If there is a 

large price change in a stock, or if the earnings (EPS) estimates change, the ratio is recomputed. 

From “The Warren Buffett Way” 3
rd

 edition by Robert G. Hagstrom (2014) , he has summarized the buying 

business approach into „four constant tenets‟. Buffett has clearly stressed there was no difference of buying 

business outright and buying a piece of that business. “When investing,‟ he says, “we view ourselves as business 

analysts, not as market analyst, nat as macroeconomic anlysts, and not even as security analysts.” (Berkshire 

Hathaway Annual Report, 1987, 14). This has made Warren views the business as a whole, scrutinizes all 

quantitive and qualitative aspects of its managements, its financial position, including its purchasing and selling 

price. And here are the list of tenets Warren has applied before deciding on buying those business (securities) 

1. Business tenets- three basic characteristic of business itself. 

2. Management tenets - three important qualities that senior managers must display. 

3. Financial tenets- four critical financial decision that the company must maintain.  

4. Market tenets- two interrelated cost guidelines.  

These tenets are the core criteria of his success in investing for more than 6 decades. Now let‟s briefly discuss 

these 4 tenets, i.e., business, management, financial, and market tenets.  

 

Business Tenets 

Buffett feels that stocks are an abstraction (Lenzner, 1993, Warren bufett‟s Idea of Heaven: “I don‟t have to 

work with people I don‟t like” Forbes, October, 18, 1993.). Hagstrom (2014) mentions that “Warren makes 

investment decisions based only on how a business operates.” Therefore, investors should pay close attention to 

the business itself not the financial information providing by financial institutions otherwise they would be 

drawn away from the stock markets when things go wrong in the short run. The main areas of business are as 

follows: 1.A business must be simple and understandable. 2. A Business must have a consistent operating 

history. 3. A business must have favorable long-term prospects (Hagstrom, 2014, p. 46).  

https://en.wikipedia.org/wiki/Financial_markets
https://en.wikipedia.org/wiki/Stock
https://en.wikipedia.org/wiki/Undervalued_stock
https://en.wikipedia.org/wiki/Fundamental_analysis
https://en.wikipedia.org/wiki/Intrinsic_value_(finance)
https://en.wikipedia.org/wiki/John_Maynard_Keynes
https://en.wikipedia.org/wiki/Liquidity
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As simplicity is key here, it seems that investors must always self-study regarding the business of their circle 

of influence. The more they know, the better they can invest. The idea has proved that being the successful 

investors; ones must work very hard with patience in order to get their required knowledge. Buffett has put 

together his financial knowledge and his ability to analyze business resulting in his investment decision. Though 

the term „competitive advantage‟ by Michael E. Porter was debut in 1990‟s discussing on analyzing business, 

pro con, threat and opportunities; Buffett seems to use the technique long time ago since he has participated in 

stock markets. His investment technique is truly rare, genuine and fashionable.  

 

Consistent Operating History 

Buffett suggests that “investors must avoids purchasing companies that are either solving difficult business 

problems or fundamentally changing direction because their previous plans were unsuccessful.” (Hagstrom, 

2014, p.48). Severe changes and exceptional return usually don‟t mix (Berkshire Hathaway Annual Report, 

1987, p. 7). Buffett believes that “Even though predicting the future success is certainly not foolproof, a steady 

track record is a relatively reliable track record. When a company has demonstrated consistent results with the 

same type of products year after year, it is not reasonable to assume that those results will continue” (Hagstrom, 

2014, p. 48).  

 

Favorable Long-Term Prospects 

Hagstrom (2014) has summarized the idea of favorable long-term aspects as follows:  

Buffett divides the economic world into two group; i.e., a small group of great business and a large group of bad 

business, of which most are not worth purchasing. Small of great business should produce 1)needed or desired 

products/services 2) products that are no substitution or difficult to be substituted 3) products that are not 

regulated. He coins the term „moat‟- something that gives the company a clear advantage over others and 

protects it against incursion from competition. This moat is comparable to the term „competitive advantage‟. 

The bigger moat, the better and the more sustainable of the business. In Berkshire Hathaway Annual Report in 

1996 meeting, Buffett mentioned that “the definition of a great company is one that will be great for 25 to 30 

years.”  

I found the idea is similar to „barrier to entry‟ by Michael E. Porter the author of „Competitive Advantage‟. 

The higher barrier to entry, the less competitive environment, the better the company. Barrier to entry can be in 

the form of absolute cost advantage, proprietary learning curve, access to inputs, economy of scales, capital 

requirements, switching cost, access to distribution, government policy, brand identity, and proprietary products. 

I found that what Warren referred to as needed, no substitution or difficult to be substituted and unregulated 

products are similar to brand identity, proprietary brand, and government policy, whether the products must be 

regulated or not of Porter‟s barrier to entry.  

 

Management Tenets  

Hagstrom (2014, p.5) summarizes that  

“When considering a new investment or a business acquisition, Buffett looks very hard at the quality of 

management. He tells us that the companies or stock Berkshire purchases must be operated by honest and 

competent mangers whom he can admire and trust. “We do not wish to join with managers who lack admirable 

qualities,” he says, “no matter how attractive the prospects of their business. We‟ve never succeeded in making 

good deals with a a bad person.” ( , 1989). 

Here are the qualities Warren is looking for: 

1. Is management rational? 

2. Is management candid with shareholders? 

3. Does management resist the institution imperative?” 

 

Rationality  

Carol Loomis (1988) summarizes the management quality of rationality in Fortune Magazine as follows  

“The most important management act is the allocation of the company‟s capital. It is the most important because 

allocation of capital over time, determines shareholder value. Deciding what to do with the company‟s earnings-

reinvest in the business or return money to shareholder-is, in Buffett‟s mind an exercise in logic and rationality. 

“Rationality is the quality that Buffett thinks distinguishes the style with which he runs Berkshire- and the 

quality he often finds lacking in other corporations.”  

Candor  

Buffett holds in high regard managers who report their company‟s financial performance fully and genuinely, 

who admit mistakes as well as share success, and are in all ways candid which shareholders. In particular, he 

respects managers who are able to communicate the performance of their company without hiding behind 

generally accepted accounting principles (GAAP). In Berkshire Hathaway Annual Report (1998, p.5), Buffett 

mentions to Berkshire shareholders that  
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“What needs to be reported is data- whether GAAP, non-GAAP, or extra-GAAP- that helps the financially 

literate readers answer three key questions: 1) Approximately how much is the company worth? 2) What is the 

likelihood that it can meet its future obligations? 3) How good a job are its mangers doing, given the hand they 

have been dealt?”  

 

The Institutional Imperative  

Buffett believes that the institutional imperative is responsible for several serious, but distressingly common, 

condition: “1) [The organization] resists any change in its current direction; 2) just as work expands to fill 

available time, corporate projects or acquisitions will materialize to soak up available funds; 3) any business 

craving of the leader, however foolish, will quickly be supported by detailed rate-of-return and strategic studies 

prepared by his troops; and 4) the behavior of peer companies, whether they are expanding, acquiring, setting 

executive compensation or whatever, will be mindlessly imitated.”  

There are three factors as being most influential in management‟s behavior.  

1. Most managers cannot control their lust for activity. Such hyperactivity often finds its outlet in business 

takeovers.  

2. Most managers are comparing their business‟s sales, earnings and executive compensation to other 

companies within and beyond their industry. These comparisons invariably invite corporate hyperactivity. 

3. Most managers have an exaggerated sense of their own capabilities.  

They are positioned to fail-not, Buffet believes, because of venality or stupidity, but because the institutional 

dynamics of the imperative make it difficult to resist doomed behavior. Speaking before a group of Notre Dame 

students, Buffett displayed a list of 37 investment banking firms. Every single one had failed, even though the 

odds for success were in their favor. He ticked off the positives: The volume of the New York Stock Exchange 

had multiplied 15-fold, and the firm were headed by hardworking people with very high IQs, all of whom had 

an intense desire to succeed. Yet all failed. Buffet said that “You think about that, how could they get result like 

that? I‟ll tell you how- mindless imitation of their peers” (Linda Grant, The $4 billion regular guy, Los Angelees 

Time, April 17, 1991, 36).  

 

Taking the Measurement of Management  

By far, we have discussed the management tenets in evaluating the business to invest in. This has led to other 

problems: How are we going to measure those management tenets? Management, many times, is subjective and 

difficult to measure not like financial indicators. Many analysts believe that it is difficult to measure human 

behavior as it is vague and imprecise, technically, we simply cannot measure management with certain degree 

of confidence. Therefore, trying to do so is useless. However, some analysts point out that it can be implied 

based on other financial indicators like sales, profit margins and return on equity.  

In sum, when reading annual reports of the company, investor looks for company‟s rationality; i.e., whether 

the company acts for the best benefit of shareholders; candid; i.e., whether the company is telling the truth to its 

shareholders despite of the downs situation, and; institutional imperative; i.e., whether the company resist to 

make alternative investments even the such investment gains low profit margin. There is no absolute 

measurement, as mentioned, but some insights can be inferred to answer those questions.  

 

Return on Equity 

Unlike other investors or scholars, Buffett prefer to use return on equity than earning per share-the ration of 

operating earnings to shareholders‟ equity. He reasons that “there is nothing spectacular about a company that 

increase EPS by 10 percent if, at the same time, it is growing its earning base by 10 percent. That‟s no different 

from putting money in a saving account and letting the interest accumulate and compound. However, Buffett 

suggest to make adjustments which are 1) all marketable securities should be valued at cost and not at market 

value. He suggests this because if the stock market rose dramatically in one year which resulted in increasing the 

net worth of a company, an outstanding operating performance would be diminished when compared to large 

denominator. In turn, decreasing prices reduce shareholders‟ equity, which means that mediocre operating 

results appear much better than they really are. 2) The effects that unusual items may have on the numerator of 

the ratio must be controlled by excluding all capital gains and losses and any extra items that may increase or 

decrease operating earnings. 3) The less debt ratio, the better return on equity. Buffett says that “Good business 

or investment decisions will produce quite satisfactory results with no aid from leverage” (Berkshire Hathaway 

Annual Report, 1987, p.20). Nevertheless, Buffett “does not give any suggestions as to what debt levels are 

appropriate or inappropriate for a business” (Hagstrom, 2014). In sum, keep the eyes on company that depends 

largely on debt for good returns on equity. 

 

Profit Margins 

Buffett gives precedence to business that is able to control it costs. Managers of high-cost operations tend to find 

ways to continually add to overhead, where as managers of low-cost operations are always finding ways to cut 
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expenses. Buffett says that “The really good managers does not wake up in the morning and say „This is the day 

I‟m going to cut costs,‟ any more than he wakes up and decides to practice breathing” (Carol Loomis, Tap 

Dancing to Work: Warren Buffett on Practically Everything, New York: Time Inc. 2012). It is worth mentioning 

the importance of Buffett‟s perspective to operating cost as follows: (Hagstrom, 2104, p. 63).  

Buffett himself can be tough when it comes to costs and unnecessary expenses. He understands the right size 

staff for any business operation and believes that for every dollar of sales, there is an appropriate level of 

expense. He is very sensitive about Berkshire‟s profit margin. Berkshire Hathaway is a unique corporation. It 

does not have a legal department, or a public relations or investor relations department. There are no strategic 

planning departments staffed with MBA-trained workers plotting mergers and acquisitions. Berkshire‟s after-tax 

corporate expenses run less than 1 percent of operating earnings. Most companies of Berkshire‟s size have 

corporate expenses 10 times higher.  

 

Market Tenets  

All the principles embodied in the tenets described thus far lead to one decision point: buying or not buying 

shares in a company. There are two factors must be weighted: Is this company a good value, and is this a good 

time to buy it-that is, is the price favorable? Be noted that price is based on demand and supply of the securities 

while value is determined by the analyst, after weighing all the known information about a company‟s business, 

management and financial characteristics. Price and value always are not equal. By far we know that market is 

not efficient; sometimes, the gap between price and value may be little- that is, the market is efficient but many 

times, they are not- inefficient market. Literally, behaviors of investors are determined by the differences 

between price and value. If underpriced, investors buy and in turn, if overpriced, investors sell or hold the stock. 

Therefore, in order to success as investors, two factors must be considered: 

1. What is the value of the business? 

2. Can the business be purchased at a significant discount to its value?  

 

Determine Value 

Many formulas have been used in analyzing the intrinsic value of the company, i.e., price-to-earning, price to 

book values, dividend yields. Buffett has applied the idea of Burr Williams “The Theory of Investment Value” 

telling that “the value of business is determined by the net cash flow expected to occur over the life of the 

business discounted at an appropriate interest rate” (Berkshire Hathaway Annual Report, 1989, p.5). Method of 

calculating the value is similar to calculating the price of the bond. Thus, to determine the value of a business, 

the analyst estimates the coupons (owner earnings‟ cash flow) that the business will generate for a period of 

time into the future, and then discounts all of these coupon back to the present. Determining a company‟s value 

is easy as long as you use the right variables: the stream of cash flow and the proper discount rate. The 

predictability of a company‟s future cash flow should take on a „coupon-like‟ certainty like the found in bonds. 

If the business is simple and understandable, and if it is has operated with consistent earnings power, Buffett is 

able to determine the future cash flows with a high degree of certainty. If he can not, he will not attempt to value 

a company. This is the distinction of his approach.  

After determining the future cash flows of a business, Buffett applies what he considers the appropriate 

discount rate. Many people will be surprised to learn that the discount rate he uses is simply the rate of the long-

term US government bond, nothing else. Though academic agrees to use the risk-free rate plus an equity risk 

premium added to reflect the uncertainty of the company‟s future cash flows. However, using only the risk-free 

rate would be enough in evaluating as when making investment decision, investors search for investment 

alternatives; therefore, the comparison of the result should be enough (regardless of which discounted rate to 

use).  

Hagstrom (2014, p.67) summarizes Buffett‟s method as follows: 

All the shorthand methods-high or low price-to-earnings ratios, price-to-book ratios, and dividend yields, in any 

number of combinations-fall short. Buffet sums it up for us: Whether “an investor is indeed buying something 

for what it is worth and is therefore truly operating on the principle of obtaining value for his 

investment...irrespective of whether a business grows or doesn‟t, displays volatility or smoothness in earnings, 

or carriers a high price or low in relation to its current earnings and book value, the investment shown by the 

discounted-flows-of-cash calculation to be the cheaper is the one that the investor should purchase. 

 

Buy at Attractive Prices 

Focusing on good business- those that are understandable, with enduring economics, run by shareholder-

oriented managers-by itself is not enough to guarantee success, Buffett notes. First, he has to buy at sensible 

prices and then the company as to perform to his business expectations. If we make mistakes, he points out, it is 

either because of 1)the price we paid 2) the management we joined, or 3) the future economics of the business, 

Miscalculations in the third instance are the most common.  
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It is Buffett‟s intention not only to identify businesses that earn above-average returns, but to purchase them at 

prices far below their indicated value. Graham taught the importance of buying a stock only when the difference 

between its price and its value represented a margin of safety. The margin of safety provides opportunities for 

extraordinary stock returns. If Buffett correctly identifies a company with above-average economic returns, the 

value of the stock over the long term will steadily March upward as the share price mimic the return of the 

business. If a company consistently earns 15 percent on equity, its share price will advance more each year than 

that of a company that earns 10 percent on equity. Additionally, by using the margin of safety is able to buy this 

outstanding business at a significant discount to its intrinsic value, Berkshire will earn an extra bonus when the 

market corrects the price of the business. “The market , like the Lord, helps those who help themselves, but 

unlike the Lord, the market does not forgive those who know not what they do.” (Berkshire Hathaway Letters to 

Shareholders, 1977-1983, p.52).  

Calculating price stock by Mary Buffett and David Clark‟s method is as follows:  

1. Calculate the EPS growth rate by using financial calculator. 

N= number of year, EPS of the first year= Present Value, EPS of the final year=Future Value then interest rate 

or growth rate can be calculated.  

2. Calculate the price of the stock by plugging in the number as follows:  

N=number of years, i=growth rate of EPS from (1), PV=EPS from the final year based on (1) and calculate for 

FV 

3. Take FV from (2) and times with average price/earnings ratio and the expected price is calculated.  

For example; (Marry Buffett and David Clark) 

From 1970 to 1980, Capital Cities per share net income grew from 0.08 to 0.53, or at an annual compounding 

rate of approximately 20%. If we projected the per share earnings of Capital Cities forward ten years from 1980 

to the year 1990, using a 20% rate of growth, we would get projected per share earnings of $3.28 for 1990. The 

equation for this PV=$0.53, N=10, i=20% punch for FV and you get $3.28. Therefore in 1990 Capital Cities 

will have per share earnings of $3.28. 

To project the market price of Capital Cities Stock in 1990, a review of price/earnings ratio for Capital Cities 

for the period of 1970 to 1980 indicates that the stock traded at anywhere from nine to twenty-five times 

earnings. Let‟s say for argument‟s sake that we are as conservative as old-the low end of the P/E range, nine 

times earnings used for the calculations. Thus our projected 1990 earnings of $3.28 a share equates to a 

projected 1990 market price for the stock of $29.52 (3.28 x 9=29.52).  

By far we have summarized Buffett‟s tenets in determining „good company‟. Let‟s recap again on those tenets 

(Hagstrom, 2014, p.47).  

 

Business Tenets 

Is the business simple and understandable? 

Does the business have a consistent operating history? 

Does the business have favorable long-term prospects? 

 

Management Tenets 

Is management rational? 

Is managerial candid with its shareholders? 

Does management resist the institutional imperative? 

  

Financial Tenets 

Focus on return on equity, not earnings per share. 

Calculate “owner earnings”.  

Look for companies with high profit margins. 

For every dollar retained, make sure the company has created at least one dollar of market value. 

 

Market Tenets 

What is the value of the business? 

Can the business be purchased at a significant discount to its value?  
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Table 1 

Tenets Measurement 

Business Tenets  

1. Simple and Understandable Personal circle of influence 

2. Consistent Operating History Consistency of company‟s direction 

3. Favorable Long-Term Prospects Production of needed, no close substitution and unregulated products/services 

Management Tenets  

4. Rationality Review company annual reports 

5. Institutional imperative  Review company annual reports 

Financial Tenets  

6. Return on Equity Consistent growth of return on equity 

7. Owner Earnings Consistent growth of owner earnings 

8. Profit Margins High profit margins with sustainable growth 

Market Tenets  

9. Determine Value Calculation of intrinsic value  

10. Buy Attractive Price 25% below the intrinsic value  

 

Framework of the study  

 

 
 

3. Research Methodology 
The population of this study are all securities registered with Thailand Securities and Exchange Institution 

during 2008-2014. The analysis of stock selection was done in August 2015 and in this period there was the 

bomb in the heart of Bangkok, Erawan Shrine causing 20 people dead and more than 100 people injured. The 

stock market responded on the following day by dropping more than 30 points, down to 1380.00. Financial 

indicators of each stock are listed on the same worksheet for the past seven years during 2008-2014 this would 

facilitate the researcher to find stocks with upward trend. Data was collected from the website of Thailand 

Securities and Exchange Institution (www.tsi.org.th). The stock selection method was conducted as follows:  

1. Selecting stocks based on financial tenets by looking for stocks with sustainable financial indicators; i.e., 

return on equity (ROE), earning per share (EPS), price-to-earning ratio (P/E Ratio), profit margin. The 

upward trend of these financial indicators were selected. If those indicators are not sustainable, further 

questions would be investigated whether those cutback is temporary or it will be persistent. If persistent 

which means the company is losing its competitive advantage; therefore, must be left out from the „good 

security list‟.  

2. Selecting stocks to be calculated for its intrinsic value based on Mary Buffett. 

3. Providing investment recommendations by dividing stocks into two groups which are overvalued and 

undervalued stocks.  
In sum, financial stocks are selected based on four unchanged tenets based on „The Warren Buffett Way‟ 

(Robert G. Hagstrom, 2014). However, the researcher prefers to apply the method in calculating intrinsic value 
offered by Marry Buffett writer of „the New Buffetteology‟. The reason was that in Marry Buffett and David 
Clark‟s book; they utilized all financial indicators in calculating intrinsic value. That is, per share earnings and 
price/earnings ratio are used; while Hagstrom‟s method uses the projected growth of sales by determining 
different scenario in different industry. I prefer Mary and David‟s method as it is convenient in calculating and 
used growth of EPS and P/E ratio average which I feel more confident with these historical numbers. The other 

http://www.tsi.org.th/
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reason was that though different method, the results- which are based on the same method- can be compared to 
one another, in other words, it does not matter what scale you used in measuring; you still got the same results.  

After the stocks was enlisted, the numbers were re-checked for errors to ensure it validity and reliability. If 
financial indicators are shown to be too high or too low, the numbers would be verified again from the website 
of the Stock Exchange of Thailand (www.set.or.th). The researcher pay more attention to „good-company stock‟ 
in confirming those financial indicators as those numbers, i.e., earning per share and price/earnings ratio would 
be used in calculating the future price (intrinsic value) of those stocks.  

In step 2-4, they are mainly focused on the opinion‟s expert on business and management tenets. 
Nevertheless, Hagstrom advises investors to do this by expanding their circle of influences by studying more 
about the industry and the companies that the investors are interested in. The researcher feel that to be able to 
gain more knowledge about the industry and companies in those industry takes time; it is life-long learning 
process and it seems impossible if applied this idea in completing the research project. Therefore, four scholars- 
two from accounting and two from financial department- were invited to share their knowledge and experience 
and finally judging whether the company is good as per to its business and management tenets. To accomplish 
the objectives, the guidelines questions were constructed to assist scholars in making decision and to ensure that 
scholar would make comments related to the objective of the study. 

Two meetings were arranged and each has its own objectives. The first meeting was to introduce the 
involvement of scholar‟s participation including providing the list of questions to scholars. Meanwhile, the 
terms were clarified to scholars so that the comments from them would be based on the common definitions. For 
example, based on the question whether the management is rational? The term „rationality„ Hagstrom has stated 
that “ A company that provides average or below-average investment return but generates cash in excess of its 
needs has three options: 1)it can ignore the problem and continue to reinvest at below-average rages, 2) it can 
buy growth or 3) it can return the money to shareholders. It is at this crossroads that Buffett keenly focuses on 
management‟s decision, for it is here that management will behave rationally or irrationally.” In sum, rationality 
means that management would act for the maximum benefits for its shareholders not themselves.  

In this paper, the following terms are needed to be clarified: „simple and understandable‟, „consistent 
operating history‟, „favorable long-term prospects‟, „rational‟, „candid‟, and „institutional imperative‟. As 
mentioned earlier, the reason was that to ensure the common comprehension so that scholars would assess the 
company in the same manner/directions. After getting the results from scholars, those selected stocks based on 
business and management tenets would be calculated for their intrinsic value. Then each value would be 
compared to its market prices to see its margin of safety. In this research, the margin of safety that we are 
looking for is more than 25%. The invest recommendations would be provided afterwards. 
Result of the study 

Table 2 shows stocks with sustainable growth on EPS and ROE. Please be noted stocks with growth on EPS 
may not be the same stocks with growth on ROE. The first ten stocks represent stocks with EPS and ROE 
growth; i.e., ADVANCE, ASK, ASP, BBL, BEC, BIGC, CSC, ▵ ,INTUCH, and KWC. The rests are with either 
EPS/ROE growth only which are AIT, AOT, BAFS, CSL, HTC, MCHAI, SCCC,WG, BUL, CPALL, DCCN, 
DTAC, LH, MACO, PB, PS, SNP, TNPT, AND TTW. Stocks in the first group passed the first test of financial 
tenets based on the diagram and these stocks were used to calculate for theirs intrinsic value.  
 

Table 2 Financial Securities with Sustainable Growth of EPS and/or ROE  

Stock with sustainable growth of EPS Stock with sustainable growth of ROE 

ADVANC ADVANCE 

ASK ASK 

ASP ASP 

BBL BBL 

BEC BEC 

BIGC BIGC 

CSC CSC 

DCC DCC 

DELTA DELTA 

INTUCH INTUCH 

KWC KWC 

AIT BUL 

AOT CPALL 

BAFS DCON 

CSL DTAC 

HTC LH 

M-CHAI MACO 

SCCC PB 

WG PS 

 SNP 

 TNDT 

 TTW 
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Table 3 shows the earning per share of stocks with sustainable growth- believing that they have some type of 
competitive advantage as per to Warren Buffett‟s perspective. All stocks has the upward trend starting from year 
2008 to 2014, though different degree of growth but still represents the upward trend. Based on Buffett, EPS of 
each stocks were to be computed growth and these growth would be used as percentage (interest rate) when 
calculating future value of EPS- which will be calculated for its intrinsic value after multiplying by its P/E ration 
average.  
 

Table 3 EPS of Company with Sustainable Growth of EPS 

 EPS 08 EPS 09 EPS 10 EPS 11 EPS 12 EPS 13 EPS 14 

ADVANC 5.54 5.76 6.93 7.48 11.73 12.20  12.12  

ASK 0.78 0.84 1.26 1.44 1.63 1.86  1.91  

ASP 0.10 0.22 0.36 0.24 0.29 0.51  0.39  

BBL 10.6 10.88 12.88 14.32 17.3 18.81  19.03  

BEC 1.44 1.32 1.65 1.77 2.39 2.79  2.21 

BIGC 3.56 3.58 3.60 6.54 7.44 8.46 8.77 

CSC 3.12 3.66 4.88 4.05 5.57 6.49 6.31 

DCC 1.63 2.44 2.88 3.05 3.08 3.18 0.30 

DELTA 2.32 1.76 3.33 2.3 3.49 4.34 4.78 

INTUCH 1.76 2.03 2.51 5.17 4.30 4.54 4.60 

KWC 3.87 5.14 8.68 9.61 10.62 11.22  12.03 

 
Table 4 shows companies ROE with sustainable growth. In this paper, high ROE were selected as it is 

believed that company with higher rate of ROE has some type of competitive advantages that will affect the 
company‟s stock price in the long run.  

 
Table 4 ROE of Company with Sustainable Growth of ROE 

 ROE 08 ROE 09 ROE 10 ROE 11 ROE 12 ROE 13 ROE 14 

ADVANC 22.2 23.6 36.44 55.25 84.46 81.42  77.91 

ASK 10.56 11 15.48 16.58 17.76 17.68 16.95  

ASP 5.91 12.5 18.45 12.23 14.79 24.77 18.34 

BBL 11.87 11.17 11.51 11.53 12.77 12.61 11.73 

BEC 42.37 36.95 44.72 47.56 62.26 66.11  50.54  

BIGC 17.23 15.82 14.67 23.86 21.94 20.25 18.28 

CSC 11.57 12.36 15.35 12.15 15.31 15.91 13.91  

DCC 28.75 39.02 43.8 46.81 47.55 48.37 44.82  

DELTA 17.77 12.74 22.57 14.66 20.53 22.65 22.53  

INTUCH 14.69 17.79 27.53 76.08 63.09 62.85 60.88  

KWC 8.02 10.26 14.67 14.68 15.07 14.49 14.32  

 
Table 3 and Table 4 ensures companies‟ competitive advantage as both ROE and EPS grows annually. Table 

shows the P/E ratio between 2008-2014 and P/E average for the past 7years has been calculated in the last 
column. The average of P/E has been used as it is reasonable to believe that market would react to price of 
stocks in this range and therefore it is not unreasonable to assume that the price of stocks will be traded in that 
range, better than no objective measurement.  

 
Table 5 P/E Ratio of Company with Sustainable Growth on EPS and ROE  

 P/E 08 P/E 09 P/E 10 P/E 11 P/E 12 P/E 13 P/E 14 P/E Average 

ADVANC 11.15 19.19 13.39 17.15 20.65 16.51  20.89 16.306 

ASK 3.93 7.48 7.72 7.62 16.16 8.98  10.10 8.582 

ASP 8.36 9.46 9.37 6.74 9.85 6.71  10.92 8.756 

BBL 6.91 11.04 11.2 10.88 12.17 9.31  10.50 10.44 

BEC 14.82 18.81 20.15 24.11 32.98 18.85  21.24 22.174 

BIGC 11.2 12.53 23.11 26.33 25.89 24.42 26.60 19.812 

CSC 3.11 7.14 6.98 6.03 12.16 8.54  9.39 7.084 

DCC 6.61 13.34 23.24 19.96 15.29 14.91 19.13 15.688 

DELTA 4.69 11.18 10.06 9.88 9.56 13.00  14.82 9.074 

INTUCH 7.43 18.27 13.44 13.55 11.49 15.09  17.30 12.836 

KWC 6.66 8.41 7.14 8.25 11.92 16.49  13.05 8.476 
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Calculating for Intrinsic Value of Stocks and Margin of Safety 

The process of calculating the intrinsic value of stock is as follows:  

1. Find the growth rate of EPS between 2008-2014; i.e., using financial calculator and plug in , for ADVANC, 

N=7, PV=-5.54, FV=12.12, press “I” to find growth rate of 11.83%. This rate will be used as interest rate 

when computing future value of EPS.  

2. Compute for P/E Ratio average by summing P/E ratio from year 2008-2014 and divided by 7.   

3. Compute for expected EPS in 2015 by plugging in the number, N=1, I=11.83% (for ADVANC), PV=-13.55 

and press FV to find future value of 13.55.  

4. Compute for intrinsic value by using EPS in 2015 (from 3) and times with P/E ratio average (the P/E that 

market buy and sell stocks in the last 7 years). That is, 13.55 x 16.37= 221.8135 Baht. 

5. Compute for margin of safety in the formula  

  

Margin of Safety (MOS) = Expected Price (Intrinsic Value) - Market Price  

    Expected Price 

 

If MOS shows negative value, implying that market price is higher than the intrinsic value; therefore, 

investors should not buy the stock or should hold stock until reaches the desired prices. On the other other hand, 

if MOS is positive, implying that investors should buy stocks. The decimal number shows the percentage degree 

of margin of safety, the higher, the better. For instance, regarding ADVANC, MOS is equal to -0.0684, meaning 

that investors should not buy the stocks and it is 6.84% higher than its intrinsic value. Now let‟s look at BEC 

stock, margin of safety is equal to 0.2994; i.e., investors should buy stock as it is 29.94% lower than its intrinsic 

value. Please be noted that the rest stocks can be calculated in the same manner.  

 
Table 6 Intrinsic Value of Selected Securities 

 
Growth of 

EPS (2008-

2014) 

P/E Ratio 

Average 

(From Table 

5) 

EPS 14 

(From 

Table 3) 

Expected EPS in 

2015 (FV of 

EPS14, i=growth 

rate of EPS) 

Expected Price 

2015=EPS 2015x 

P/E Ratio 

Average 

Market 

Price (As of 

Sep 1 ‘2015) 

Margin 

of Safety 

ADVANC 11.83 16.37 12.12  13.55 221.8135 237 0.0684 

ASK 13.64 8.58 1.91  2.17 18.6186 17.60 0.0547 

ASP 21.46 8.75 0.39  0.47 4.1125 3.74 0.0905 

BBL 8.71 10.44 19.03  20.68 215.8992 164 0.2403 

BEC 6.31 22.17 2.21  2.35 52.0995 36.50 0.2994 

BIGC 13.74 19.81 8.77  9.97 197.5057 197.50 0.0000 

CSC 10.58 7.08 6.31  6.98 49.4184 51 -0.0320 

DELTA 10.87 9.07 4.78  5.30 48.071 84.25 -0.7526 

INTUCH 14.71 12.83 4.60  5.28 67.7424 77.25 -0.1403 

KWC 14.58 8.48 12.03  13.78 116.8544 182 -0.5574 

 

4. Discussion and Recommendations 
There are 729 stocks in Securities Exchange of Thailand (SET) as of September 1

st
, 2015. When applying 

Buffet‟s method to sieve out the stocks (Hagstrom, 2014), it is found that there are only 10 stocks that is 

considered to be good stocks- which shows sustainable growth of EPS and ROE. Those stocks are ADVANC, 

ASK, ASP, BBL, BEC, BIGC, CSC, ▵ , INTUCH, AND KW. This was the first part of analysis in selecting 

good stocks. Financial indicators then were used to calculate the intrinsic value and it is found that there are 5 

stocks showing buying opportunities which are ASK, ASP, BBL, BEC and BIGC. However, there are only 2 

stocks- BBL and BEC, showing high degree of margin of safety, 24.03% and 29.94%. As suggested by Buffett 

and Graham, the 25% margin of safety is recommended as the lower number represents less opportunities in 

making profits for capital gains.  

Investors should wait for buying opportunities if stock prices from this group has fallen to the 25% margin of 

safety point. Or if they eager to invest now, BEC and BBL are highly recommended in their portfolio. Further 

Research Recommendations 

This research focused on quantitative analysis by computing intrinsic value of stocks. Exploring qualitative 

side of companies are highly recommended and should be weighted the same as quantitative analysis. Therefore, 

combining both sides of analysis would be academically value and worthwhile.  
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