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Value Investment and Returns in Thai Market

ABSTRACT

The main objective of investments is to derive maximum return under
an acceptable level of risk. Value investment is a concept that has several
definitions. Based on this concept, investors first need to determine the value
of a stock from the fundamentals of its business. Then, consider its stock price
in the stock exchange.

There are 6 tenets of successful value investment: Firstly, one must
consider a stock in the same way as one would consider investing in a
business. Secondly, one must find the real or intrinsic value of that stock.
Thirdly, only trade a stock when there is a difference between its intrinsic
value and its stock price. This difference, which is called the margin of safety,
must be significant enough to trade. Fourthly, investors must have stable
temperaments (in other words, a high EQ), so that they are not easily swayed
or make rash decisions from changing market conditions or social-
psychological impacts. Fifthly, they need to control the investment risk to an
appropriate level. Lastly, they must consider other factors associated with the
investment, such as the capabilities of the business manager.

Value investment in Thailand started after the economic and stock
market crisis in 1997. This research (conducted from 2004 to 2008) has shown
that the returns of value stock portfolios have beaten the returns of the market

at an average of 34.73 percent per annum.
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