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This study has taken the selected stocks based on the work of the same authors under the topic of “Application 

of Buffetteology in Thai Stock 2017”. The study simply tried to internal rate of return by assuming that there 

were investors invest in these valued stock in 2008 and IRR can be calculated on the capital gain only. It is 

found that not all valued stock shows the super return as expected as there were 12 stocks with low return (less 

than 10%), calculated by using IRR. During the past ten years, SET has the rate of return of 20.1% which is 3.7 

more than that of the United States of America, 2.7% more than that of Europe and 1.7% more than that of Ja-

pan. The results of this study may not be conclusive but if we add up the number or medium and high IRR 

stocks- 28stocks, namely, stocks with IRR more than 20%. It is likely to be able to conclude that Buffetteology’s 

is valid. 
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1. Introduction  
This research has been originated from the working paper of the same author under the topic of “Application of 

Buffetteology in Thai Stock 2017”- which has screened out stock quantitatively by Buffetteology Marry & 

Clark, 2002). That paper has shown that there are 44 valued stock from 740 stocks in SET in 2016. The decision 

to buy and sell stocks depends on the intrinsic value (based on stock valuation) and the current price. If intrinsic 

value is more than the current price, investors should buy stock; the more, the better. Nevertheless, the selling 

decision, based on Buffett, should be judged on whether the business is losing its competitive advantage or not. 

If business is losing its competitive advantage, Warren advised that investors should sell it. Authors believe that 

this idea is the gist of his concept as it involves many aspects of analysis to be able to decide. In this paper we 

will suppose that if we travel back to year 2008 and starting to buy those 46 stocks, we would like to know 

whether we will get the super-returns.  

Therefore, the purpose of the study is to compare capital gains between those of Buffetteology‟s stock and 

those of regular stock.  

 

2. Literature Review  
In finance, there are many ways in identifying returns on investment. This section will discuss such return calcu-

lations as follows 

 

Rate of Return 

Investopeia has defined rate of return as “a gain or loss on an investment over a specified time period, expressed 

as a percentage of the investors cost. Gain on investment is equal to income received plus any capital gain real-

ized on the sale of internal rate of return. Rate of return can also be defined ask the net amount of discounted 

cash flow received on an investment.” Supposed that there was an investment in a stock of USD 100,000 at the 

price of USD 20 per stock; therefore the investor would hold 5,000 stocks. During the year, the company has 

paid dividend every six months at the rate of 5%. Thus, he will get the dividend in the amount of USD 5,000 

every six month. If he sells all his 5,000 stocks at the end the year (after he gets his second dividend) at the price 

of USD 21.00, he will come up with 105,000 plus the dividend of 5,000 which will equal to 110,000. The extra 
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10,000 comprises of 5,000 of dividends and 5,000 of capital gains. Therefore, the rate of return is 10,0000 di-

vided by 100,000 or 10% of his original investment. 

Required rate of return is normally quoted in a specified period of time normally a year, in which the required 

rate is referred to as „annual return‟. To compared returns over time period of different length, but is useful to 

convert each return into annual equivalent required return or „annualized return”. The conversion process is 

called „annualization‟. The formula for rate of return is  

   

Return = (V f-Vi)/ V i 

 

Where, Vf is final value, including dividend and initial investment and Vi is initial value.  

   

Required Rate of Return 

Required rate of return (RRR) can be defined as the minimum percentage earned by an investment that will in-

duce individual or company to put money into a particular security or project. The RRR is used in both equity 

valuation and in corporate finance. Investors used RRR to decide where to put their money, and corporation uses 

RRR to decide if they should pursue the new project or business expansion (Investopedia, 2017). This definition 

is similar to the definition by that of www.economics.indiatimes.com which refers RRR as the minimum ac-

ceptable return on investment (ROI) sought by investors or companies considering on investment opportunities.  

 

Internal Rate of Return 

Investopedia defines internal rate of return (IRR) is a method used in capital budgeting measuring the profitabil-

ity of potential investment. Initial rate of return is a discount rate that makes the net present value (NPV) of all 

cash flows from a particular project equal to zero. The IRR is calculated by using the formula 

 

 
 

The period n is usually given in years, but the calculation may be made simpler if r is calculated using the pe-

riod in which the majority of the problem is defined (e.g., using months if most of the cash flows occur at 

monthly intervals) and converted to a yearly period thereafter. Any fixed time can be used in place of the pre-

sent (e.g., the end of one interval of an annuity); the value obtained is zero if and only if the NPV is zero. In the 

case that the cash flows are random variables, such as in the case of a life annuity, the expected values are put 

into the above formula. Often, the value of r that satisfies the above equation cannot be found analytically. In 

this case, numerical methods or graphical methods must be used. 

To calculate for IRR using the formula, one would set NPV=0, and solve for the discount rate which is IRR. 

Because of the nature of the formula IRR cannot be calculated analytically, and must instead be calculated either 

by trial-and-error or using financial calculator. Generally, higher IRR, the more desirable it is to undertake the 

project. IRR is uniform for investment varying types and can be used to rank multiple prospective projects a 

firm is considering on a relatively even basis. Assuming the cost of investment are equal among various project, 

the project with higher IRR is considered to be the better and undertaken first. Sometimes, the IRR is called 

„economic rate of return‟.  

 

3. Research Methodology 
This study collects data based on the price of stock in 2008 and in 2017 from SET. The data was compared with 

other sources like www.bigchart.marketwatch.com and www.bloomberg.com/quote/ to ensure the correctness. 

The price from 2008 and 2017 were used as the paper tried to find the internal rate of return of each selected 

stock. The stocked used in this paper were based on the result of the study from the same authors. 

IRR is calculated by using formal 

 

 
 

-However, in this paper the financial calculator was used by plugging in the price of 2008 as NPV (with mi-

nus sign), N is the number of years and FV is the current price in 2017; then the IRR is calculated.  

 

Result of the Study  

Table 1 shows the internal rate of return of each selected stock. Please be noted there are 3 stocks, namely, 2S, 

PTTGC and TIPC has registered into the market in 2009 and 2011 respectively; therefore the IRR was calculat-

ed based different period. 

http://www.bloomberg.com/quote/
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Table  

Stock Price as of 2008 Current Price (2017) IRR  

2s 3.1 (year 2009) 4.72 4.78% 

ADVANC 95 191 7.23% 

ASK 5.0 21.0 15.43% 

BAFS 12 44.50 14.00% 

BAY 28 37.75 3.03% 

BH 145 214 3.96% 

BIGC 50 223 16.12% 

BJC 5 48.5 25.50% 

CPF 4.8 27.5 19.07% 

CPN 12 72.25 19.66% 

CPR 1.8 6.35 13.43% 

FE 85 186 8.14% 

GLOW 22 85.25 14.50% 

HTC 2.7 16.20 19.6% 

INTUCH 25 57.75 8.73% 

IRC 12 23.60 7.00% 

KBANK 75 202 10.41% 

KWC 30 206 21.24% 

KYE 30 472 31.72% 

LALIN 3 4.4 3.90% 

LH 5.8 9.6 5.16% 

LPN 8 10.8 3.04% 

LTX 22 62.0 10.91% 

M-CHAI 25 217 24.12% 

MSC 2.1 5.35 9.80% 

NSI 7 85.75 28.47% 

PL 2 3.92 6.96% 

PTTGC 61 (2011) 76.25 3.23% 

SCB 83 148 5.95% 

SCC 100 498 17.41% 

SCCC 140 288 7.47% 

SENA 16 374 37.04% 

SPALI 2 26 29.23% 

SUC 18 41.5 8.71% 

SWC 2.8 13.80 17.29% 

TCAP 8 47.25 25.18% 

TCCC 7.50 53.25 21.65% 

THIP 2.5 33.75 29.72% 

TIP 6.0 46.25 22.65% 

TIPCO 4.8 (year 2011) 16.30 19.08% 

TISCO 9 73.75 23.41% 

TKS 1.9 13.70 21.84% 

TNH 7 36.75 18.03% 

TOP 40 217 18.42% 

 

Table 1 show that IRR from each stock is between 3.03% to 37.04%. The first best three stocks are SENA 

(37.04%), KYE (31.72%) and SPALI (29.23%). The lowest three IRR stocks are BAY (3.03%), LPN (3.04%) 

and PTTGC (3.23%). If we categorize stock into 3 groups which are low (less than 10%), medium (10.1-

20.00%) , and high return (more than 20%) , there are 16 stocks in low IRR group, 15 stock in medium IRR 

stocks, and 13 stocks high IRR group. 

 

4. Discussion of Results 
This study has taken the selected stocks based on the work of the same authors under the topic of “Application 

of Buffetteology in Thai Stock 2017”. The study simply tried to internal rate of return by assuming that there 

were investors invest in these valued stock in 2008 and IRR can be calculated on the capital gain only. It is 

found that not all valued stock shows the super return as expected as there were 12 stocks with low return (less 

than 10%), calculated by using IRR. During the past ten years, SET has the rate of return of 20.1% which is 3.7 

more than that of the United States of America, 2.7% more than that of Europe and 1.7% more than that of Ja-
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pan. The results of this study may not be conclusive but if we add up the number or medium and high IRR 

stocks- 34 stocks, namely, stocks with IRR more than 20%. It is likely to be able to conclude that Buffetteolo-

gy‟s is valid.  

In addition, this study has excluded returns from dividend from the analysis due to limitation of accessibility 

of data provided by SET. Therefore, the result may not be 100% accurate but results can be used as the guide-

line to investors. Apart from this as Marry Buffett and Clark (2003), Hagstrom (2007), Philip Fisher (1970), and 

Graham (1990) has stated that the price of stock is derived from what investors feel about that particular stock or 

to put in another words, emotions of all investors in the market, therefore, the current price is biased-price. This 

has made the current price over- or under-priced all the time.  

 

Future Studies 

Future studies should include all aspects in stock valuation, namely, market conditions (bull/bear market), divi-

dends, competitive advantage of each companies to ensure the validity of Buffetteology.  
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