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This paper is the extended paper from the same author in 2014. This paper attempt to forecast the price of stock 

by applying Warren Buffett’s methodology. The previous paper has used 5 years of historical data showing 10 

showing of healthy stock in SET. In 2017 we had longer period of financial data in the number of 10 years. The 

paper shows 47 health stock as the result demonstrated in the previous section. The accuracy of forecasted val-

ue may not be able to tell this coming 2 years as the market price depends early on the demand/ supply relation-

ship including investors’ evaluating on income inflow capacity in the future. To put in other words, we can’t be 

certain that investor will make money but it is certain that the selected stocks are financially good based on its 

fundamental numeric information in the past ten years. It is the responsibilities of investor to evaluate qualifica-

tion side of the stocks, which Warren has suggested the idea by reading ‘Common stocks, uncommon profits’ by 

Philip Fisher. Apart from this, author feel that stock valuation must be based on quantitative and qualitative 

analysis and it is reasonable that the result from analysis should be complimentary each other.  
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1. Introduction 
Stock valuations has long been the interest of academia and investors around the world. One who understands 

and apply Buffett‟s method is likely to be in making money in the stock market. Buffett himself has proven to 

the world that he is the most successful investor of all time. Not surprising that his wishes has been only to make 

money as his careers as has started to make „money‟ were newspaper delivery boy, pinball owner- partnership 

with his friend, stamp trading, finding winning horse ticket,  selling gums, being caddy, second-handed golf 

ball, and investing in securities at the young age.  

The more we learned about Buffett, the more we were fascinated, by his combined methodology that has 

molded his strategy for many years. It is incorrect to conclude that he has never lost in investing as there has 

been evidence that it was so (reference with example). What is unique about him was that he continuously im-

proves his strategy along this long road. Buffett said that he used to be 100% Graham and later it is shown that 

he adopted Graham and created his own investing strategy- 50% Graham and 50% of himself. Later on, Buffett 

had adopted Munger‟s idea in his investing strategy- as it has proved itself to be successful even though it was 

against his investing principles. His adaptability seems to be one of his unique to made him successful. 

Other distinct characteristics of Buffett are patient, knowing his circle of knowledge and well-though out. 

Buffett is patient enough not to put money in the market if there is no stocks interests him, the price not low 

enough or not making feel save with such investments. He learns about business before investing, e.g., newspa-

per, insurance, finance and so on. It is suggestive that investors should only invest in stocks that are in the indus-

try they understand. If one cannot explain about business or industry, one should not invest. There are many 

times in his life, that there were many enticing stocks to invest but he simply said „no‟ to them because he simp-

ly doesn‟t understand the business. He was laughed at when was understood that he missed making a lot of 

money on technology stocks- which he has warn the investing world that it might be collapsed. Though no one 

listened to him, it has been proved that he was right later on. (more details on the story).  

Based on many book about Buffett‟s methodology, they focus both on quantitive analysis like from the work 

of …...and qualitative analysis. Buffett learned that Graham had invested in several convincing stocks by look-

ing at balance sheet and found out later that those companies were bankrupt. Therefore, it is advisable that quan-

titative and qualitative information should be equally weighted in the analysis before making any investment. 

There have been many stock valuation research papers in the academic world, for instance, Methods used to 

valuate stock from several investors, or academias, such as, technical analysis, discounting cash flow concept, 

balance sheet analysis, economic value added concept (Busaratrakul, 2003). Therefore, this study is interested in 

applying Buffett‟s method or Buffetteoloy in Thai stocks for 2017 as of the financial data provided up to 2016. 
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Before delving in stock picks, it is a good idea to learn about market condition of SET. Currently (as of June 

6
th
 2017), SET index was 1566.85, SET50 of 988.36, SET100 of 2230.87, sSET of 1021.08, SETHD of 1214.36 

wit MAI of 569.34. Market capitalization of market was 15, 526,009.18 million baht with YTD of 39.68%, P/E 

of 16.24 times and P/BV of 1.88 times and internal rate of return of 3.11%. Percentage change during the past 3 

months and 6 months was 0.04% and 4.34% respectively while YTD was equal to 1.55%. 

 

 
Figure 1 Type of Investors by Buying Value and Selling Value 

 

Based on criteria, there are 30 of selected stocks in SET- as „healthy stock‟. Those have sustainable growth in 

ROE, ROA, EPS including low number of debt ratio. Those stocks are various from industry; though there may 

be distinct leading others. Considering financial indicators from each company, it is clear that each indicator 

may be high or low which depends largely on firms‟ competitive advantage, ability to reduce cost, opportunity 

in finding new market or creating innovative products. The point here is that „sustainable‟ which may not be 

seen as of short-time economic downturn. If those are such the case, it is up to investors‟ judgement, subject to 

his boundary of knowledge or circle of influence, to decide whether the fall is temporary or not. In many books 

and articles, it is claimed that Warren himself reads at least 20 newspapers a day to ensure his ability to judge 

company‟s competitive advantage. 

In addition, it is advisable that the stock list may change over time as economic world seems to have fluctua-

tion of industry to industry, which may be caused by population, technology, accessibility to information, 

knowledge of consumer, creativity of producer, advancement of information technology, and ability to assess 

big data.  

The purpose of this study is to 1.screen out valued stock using Buffetteology and 2. select underpriced stock 

from Buffetteology selected stocks.  

 

2. Literature Review 
In previous chapter, the discussion on significance of the study, purpose of the study, overall market stats, scope 

of the study and operational definition has been identified. The gist of this study was that the application of Buf-

fett‟s would be valid in Thai stock based on SET data provided. In this chapter, several stock valuation methods 

will be discussed including behavioral investing, as it is the key to determine bear and bull market. Then the 

discussion on how Warren has combined several methods together and put it as his own investing strategy will 

be demonstrated- though based on the interpretation of others like Marry Buffett, David Clark (1999),  Robert 

Hagstrom (2014), Jeremy Miller (2016), and Elena Chirkova (2015). Apart from this, as Warren himself has 

acknowledged the the importance of reading „Common stocks and uncommon profits‟ (Philip A. Fisher, 1996),  

it is interesting to examine this book so that the comprehension of his knowledge background can be under-

stood.  

The new Buffetteology” (Mary Buffett & David Clark, 2002) comprised 20 chapters with 288 pages- contain-

ing step-by-step process in determining „valued stock‟, predicting the price of those stocks (valuation), deter-

mining when to buy and when to sell, analysis of results based on Warren‟s portfolio (some were in the past). 

The book has started with the important of competitive advantage concept which finally determine the type of 

business. Business can be either common commodity or sick business that “sells a product or service whose 

price is the single most important motivating factor in consumer‟s decision to buy” (Buffett & Clark, 2002). 

Those business can be the Internet portal company, the Internet service provider, memory-chips manufacturers, 

airlines, producers of raw foodstuffs such as corn and rice, steel producers, gas and oil company, the lumber 

industry, paper manufacturers and automobile manufacturers. (Buffett & Clark, 2002). What those companies 

have in common are price competition which can affect their profitability easily.  

The kind business Warren loves are companies that competitive advantages created by producing a unique 

product or services, which he has termed „durability of the competitive advantage‟. Competitive advantage may 
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be from low-cost durability, like in the case of Yum‟s Taco, Pizza Hut, Hershey, or KFC, intellectual talent and 

large capital base. 

It is believed that Warren practices a selective contrarian investment strategy.  “Warren is interested only 

when the company has exceptional business economics working in the favor and a contrarian stock price.” Con-

trarian investment strategy is the strategy that investors buy stocks that have recently performed poorly and have 

fallen out of favor with investors. Eugene Fuma and Kenneth French- the creators of contrarian investment 

strategy- found that investors who bought beaten-down stock in 2 previous years are likely to have above aver-

age return over the next two years. The strategy ignores underlying economic of the company (Buffett & Clark, 

2002).  

Warren has adopted the idea na come up with a selective contrarian investment strategy- investors buy shares 

only when a company has a durable competitive advantage, and only when its stock price has beaten down. In 

sum, Warren has initiated the better idea as he looks for company with sound economics foundation and this is 

one way to ensure that his investment will not turn out to be the loss. 

In business world, there are 2 categories; healthy- durable competitive advantage business- and sick- price-

competitive business commodity business. Example of durable competitive advantage business are companies 

that produces a brand name product that allow its to act like a monopoly while price-competitive commodity 

business manufactures a general product or services that many company produce and sell. Therefore; the price 

elasticity of demand of those company are high or elastic while the other are low or inelastic. As the investor, it 

is vital to be able to identify these two type of business; otherwise investors are unable to make exceptional re-

turns on their investment. 

Apart from the ability to identify business, Warren understand how the market thinks very well; so that he can 

exploit the market. As market is always shortsighted, this has reflect buying opportunity. However, investors 

must be certain that companies economic will allow them to survive or prosper later. The metaphor of „Healthy‟ 

and „Sickly‟ horse has been used to exemplify buying opportunities. Supposed that Healthy is the horse that has 

good record of winning while Sickly has poorer record. Now let‟s assume that both are sick in one year so that 

the owner need to keep them in barn to cure them before putting them back to the race again in the market. 

Now, let‟s assume that the owners- in order to liquidate the management- need to sell both of them to the mar-

ket. If you are to choose one horse, what you should pick? Definitely, the„Health‟ horse. 

„Healthy‟ horse in this sense is the horse/ business with high profit margin, high inventory turnover. The for-

mula for profit margin is net profit divided by revenue; while net profit is revenue  minus cost. Inventory turno-

ver is a measure of the number of time inventory is sold or used in a time period such as a year. The equation for 

inventory turnover equals the cost of good sold or net sales divided by the average inventory sometimes called 

inventory turns, merchandise turnover, stock turn or turns (www.investopedia.org/inventory turnover, 2017).  

  

Inventory turnover = Net Sales/ Average Inventory 

Or    Cost of goods sold/ Average Inventory 

Average day to sell= 365 days/Inventory Turnover Ratio 

 

As claimed by Marry Buffett and Clark, the method in identifying competitive advantage business is whether 

business has operates by selling same products or service for the past ten years. If not, it is suspicious and in-

vesting should be avoided. Mary and Clark (2002) claimed that investors must find company with competitive 

advantage with durability; namely, the pattern of long-term growth must be evident. Thus, company without 

historical data is unfavorable to investors as it is difficult to identify it competitive advantage. This has led us to 

believed that Warren does not like to invest in MAI- as it lacks of financial historical data and it is advisable to 

follow his suggestion.  

Buffett and Clark (2002) has written the New Buffetteology Book stating that price competitive business usu-

ally sells products or services where price is the single most important motivating factors. Example of such 

business are 

• Internet portal companies 

• Internet service provider 

• Memory chip manufacture 

• Airlines 

• Producers of raw food supply such as corn and rice 

• Steel producer 

• Gas and oil companies 

• The lumber industry  

• Paper Manufacturers  

• Automobile Manufacturers  

These companies are highly competitive and price is the only important factor. Customer buys because of 

price not the brand. Consider when buying gasoline from the gas station, customer do not really care what brand 

http://www.investopedia.org/inventory
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it is if they want their tank filled up. In the eye of the customers, any brand is equally the same. Whether it is 

Esso, Shell or Petronas gasoline, the quality of the gasoline is the same as per to industry standard and custom-

ers can use that specific type of gasoline in their car. Or if talking about airlines industry, travelers simply want 

to travel around from cities to cities or countries to countries by any airlines. Whether isisNok, Air Asia, Thai 

Airways or Bangkok Airways, customers only pick flight suitable with their schedule and pay for the fare, with 

a little of difference on ticket price.   

 

Bear/ Bull Market  

Investopedia explains bear market as “market condition in which security price fall and widespread pessimism 

cause the stock market‟s downward spiral to be self-sustaining. Investors anticipate losses as pessimism and 

selling increases. If investors observes a downturn of 20% or more from a peak in multiple broad market index-

es over a two-month period is considered an entry into the bear market.” On the other extreme market condition- 

bull market refers to “the condition at which a financial market of a group of securities in which are rising or 

expected to rise” (Investopedia, 2017).  

The use of bull and bear to describe markets come from the way the animals attacks their opponent. A bull 

thrust its horns up into the air, while a bear swipe its pawn downward; therefore, these actions are metaphors for 

the movement of the market.  

Understanding market conditions, investors can utilize them to invest in their favor. After identifying good or 

healthy business, it is recommended that investor wait for buying opportunity when bear market arrives. In the 

new Buffetteology book, the term „repetition‟ has been coined suggesting identifiable events such as bear/bull 

market cycle, industry recess, individual calamities, structural change and war. It is important that investors 

learn about these market conditions so that they can use it to earn extra return on their investments.  

 

 

 
Figure 1 Framework of the Study 

 

3. Methodology 
Data collection was from the website of Stock Exchange of Thailand (SET) from 2006- 2016.  Financial ratios 

are chronologically order by year (as table below); i.e., earning per share, return of equity, return on assets, and 

earning per share. Such financial ratio was used to screen out stock with constant competitive advantages by 

checking whether each has the uptrend. Then, the expected price of stock is calculated by using earning per 

share as growth rate. In this process, time value of money was used to calculate future price of those selected 

stocks. EPS was used as business growth which was used as interest rate growth annually in time value of mon-

ey.  

The next step was to compare price between the real price and the expected price. If the real price is higher 

than the expected price; the price is overvalue which implies that investors should not buy stock due to its mar-

gin of safety. On the other hand, if the real price is lower than the expected price, the price is undervalued show-

ing the buying opportunity. In this study, 25% of margin of safety is used to decide on buying decision.  

 

4. Results 
Based on more than 700 stocks from SET in 2016, we look for stock for sustainable growth and found the fol-

lowing stocks with sustainable growth of EPS. There are 47 stocks that indicates competitive advantage busi-

ness. The uptrend of financial indicators can be observed in Table 1. Table 1 shows that EPS from 2007-2016 of 

companies. EPS of those firms tell us that companies has earning with certain growths. The last column shows 

EPS growth from 2007-2016. The growth rate of EPS has been used for valuation for many years and is consid-

ered to be on of the most popular method. Table 2 shows some of stocks taken to compare EPS and ROE of 

companies with unstable trend. The gain and loss on some years shows that companies cannot sustain there 

competitiveness in the industry. These companies were crossed out from the analysis as their future is uncertain. 
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Based on the results from the table, one can notice that she does not need to be have degree in mathematics or 

finance to be able to spot companies with healthy business perspective. The simple mathematic will do just fine. 

  

 
 

The results of P/E ratio average during the past 10 years indicates how market response to price of companies. 

Therefore P/E ratio can be used to calculate the intrinsic value of stock. This is a distinct process as it has uti-

lized historical financial data. The calculation may not be the exact science but it is better than randomly walk in 

the SET.  

On the intrinsic value column, the value can be calculated by finding future EPS on the specific time. Consid-

ering TKS stock, its EPS is equal to 0.93 baht per share in 2016. Assumed that we want to know EPS of Year 

2017, we can use growth rate to calculate 2017 EPS. Therefore TKS EPS is equal to 0.93 (1.6547)= 1.5389 bath. 

During the past ten years, TKS has being traded at 13.5 times. Therefore the intrinsic value of TKS in 2017 

should be 1.5389 * 13.5 = 20 baht per share. This value then be compared with the current price which is equal 

to 12.70 baht per share (August 2017). WE can calculate Margin of safety by using the formula  

    

Margin of safety = (Intrinsic Value-Current Price)/ Current Price * 100%  

 

Therefore  Margin of Safety of TKS = (20-12.70)/12.70 * 100%= 57.48% 

 

Margins of safety of other stocks then can be calculated in the same manner. The list demonstrated value of 

margin of safety based on selected stocks. In sum, if MOS is positive it represents buying opportunity. Or we 

can make the criteria in buying/selling decision as if the intrinsic value is more than the current price then inves-

tors should buy. On the other hand, if the intrinsic value is less than the current price- the stock is overprice, 

investors should sell stock.  

 

5. Discussion of Results 
This paper is the extended paper from the same author in 2014. This paper attempt to forecast the price of stock 

by applying Warren Buffett‟s methodology. The previous paper has used 5 years of historical data showing 10 

showing of healthy stock in SET. In 2017 we had longer period of financial data in the number of 10 years. The 

paper shows 47 health stock as the result demonstrated in the previous section. The accuracy of forecasted value 

may not be able to tell this coming 2 years as the market price depends early on the demand/ supply relationship 

including investors‟ evaluating on income inflow capacity in the future. To put in other words, we can‟t be cer-

tain that investor will make money but it is certain that the selected stocks are financially good based on its fun-

damental numeric information in the past ten years. It is the responsibilities of investor to evaluate qualification 

side of the stocks, which Warren has suggested the idea by reading „Common stocks, uncommon profits‟ by 
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Philip Fisher. Apart from this, author feel that stock valuation must be based on quantitative and qualitative 

analysis and it is reasonable that the result from analysis should be complimentary each other.  

 

Recommendation  

1. Investor may choose stock to invest based on 47 stocks. 

2. Buying decision may be pursued by checking margin of safety. The higher the number, the better chance of 

investing and making money. 

3. Selecting these 47 stocks is on the first step, other perspective, such as, overall industry, competitiveness of 

the business itself, personal calamities must also be considered before making final investing decision.  

 

Future Research Decision 

1. Study can be done in longer period and compared the result with shorter period. 

2. Other studies may aim to test accuracy of forecast.  
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