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ABSTRACT

This independent study proposed to study and.find a total return on common stock —
e .éom'mon stock that registered in SET (The Stock Excilange of ’i‘hai..l’and)' and by a;;plying Joel
Greenblatt’s investtﬁent technique who' ha({ written the famous investment book ‘The Little Book
That Beats the Market” and He has been working as a hedge fund manager and a finance researcher.
His method called “Magic Formula” a simple process of investing in good companies (ones which
return high returns on capital) at bargain prices (priced to give high earnings yield). The basic idea
behind this strategy is that looking for companies that are undervalued in the marketplace. By picking
stocks for individuals investmeat in 20-30 of the highest performance companies, by acquiring them in
the form of Portfolio and employ this strategic investment for 10 years since 2002-2011. This common
strategic knew as “Buy and Hold” wildly use for long term investment. Calculate total returned by
compounding annual return of combination of dividend and re-invest dividend paid back into the
portfolio plus capital gain (unrealized).

Screening stocks by simply looking for the best company as a group of stocks investment —
portfolio to beat the market through analyzing four simple criteria.

Eamnings Yield - First, stocks are screened by Earnings Yield. The standard definition of
Eamings Yield is Eamings per Share.

Book Value — Second, Stock Price per Book Value per Share.



Dividend Yield — Third, Dividend per Stock Price per Share and

Return On Equity - The last one, Net Profit per Equity.

This method do not focus on a particular sector or industry in the market. Instead, they are
simply focused on finding companies that fit the selection criteria. This method doesn’t pick individual
stocks, either. It picks many stocks at one time. Looking at a whole portfolio of stocks, it turns out that
using last year’s earaings is often a good indicator of what eamings will look like in the fuiure. For
individual companies, this may not be the case. But on average, last_ year’s earnings will often provide a
pretty good estimate for normal earnings going forward. That’s why, if we actually use this method, we’ll
want to own 20 or 30 stocks at one time. End of 2002 there were 382 listed companies in SET but there
were 29 stocks that had significantly numeric better than it’s Statistics.

The result of this study reveals that picking stocks with a good companies (ones which return
high returns on capital) at bargain prices (priced to give high earnings yield) had significantly better
investment returned than market returned. Duripg the held on period, the compound annual returned for

.the ‘rﬁarket capitalization weighted SET Index was 12.93%. While the portfolio:'had compound annual

returned:at 19.44% portfolio actuélly beats the SET with compound annual returned 6.51% every year.
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Return on Equity, (ROE) = Net Income

Owner's Equity
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