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ABSTRACT

Nowadays, value investment has become an increasingly important measurement standard. This paper compares
enterprises in three different industries to put forward various investment opinions more accurately. In this paper, the
quantitative and qualitative research methods are mixed with studying and measuring the stock selection. The paper
results are as follows: First, this paper selects stocks based on three factors: the P/E ratio, the EV/ EBITDA ratio, and
the Profitability Yield. We recommend CNX MIDSTREAM PARTNERS LP as a good example of investment in
horizontal and vertical comparisons with the analysis of these factors. Second, it is considered an important factor that
CNX possesses natural environmental advantages and seizes the opportunity of the times in global warming. From the
perspective of theoretical contribution, the research of this paper has a certain contribution to the theoretical
development of value investment. From the practical point of view, this paper provides a reference for investors' actual

investment decisions.

Keywords: case study, quantitative investment, SWOT analysis, value investment.

1. INTRODUCTION

Value investing is an investment strategy developed
by Benjamin Graham and Dodd that focuses on searching
and investing in undervalued stocks through fundamental
analysis concepts [1]. Over the past years, value investors
have achieved outstanding investment performance
through analysis of stocks. Consequently, value investing
has gradually become a hot topic in this century.

Since value investing has a long historic standing,
many domestic and foreign scholars have done plenty of
researches on value investment or utilizing value
investment theory to conduct empirical research. Most of
the domestic scholars focus on the efficiency of value
investing in the Chinese market. Pan et al. found that
Shanghai-Hong Kong Stock Connect Mechanism has
brought Shanghai Stock Market's valuation back to
rationality by not only introducing mature overseas
investors but broadening the range of investment for
domestic investors as well [2]. Similarly, research done
by HUANG et al. shows that the more cumulative
dividends a company shares, the higher market value it
has, leading to the conclusion that Chinese investors

appreciate value investment [3]. GAN et al. argues that
although there is still speculation in China's capital
market, value investments based on profitability and
growth are still valid [4]. Fan Shuai has found that with
the extension of the accounting period, the value
correlation of accounting information shows an
increasing trend. As a result, China's stock market has the
function of value discovery in the long run, and investors
can obtain satisfactory returns by fully exploring the
corporate value based on accounting information [5].
Others have taken advantage of value investing to
support their suggestions for investing strategy. A
ranking mechanism based on the main skeleton of feature
selection, feature evaluation, and complete ranking
modeling is proposed by SONG et al. [6].

Some of the foreign scholars confirm the necessity
and function of value investing through empirical
researches. Piotroski found out that the information
reflected in credit spreads has a significant lag in
predicting default rates, indicating that value investing
plays an important role [7]. Chhaya claims that "value
strategies" are superior to the relative' relative' growth
strategies and find the existence of value premium in the
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Indian stock market [8]. However, many approaches to
value investing have suffered, which gives rise to various
researches to explain the reasons. Israel et al. found
significant evidence that basic information is related to
the stock price, but in some periods, stock prices become
less correlated with fundamental information [9]. Lev
identify two major reasons for the failure of value
investing: accounting deficiencies leading to inaccurate
identification of value and the change of fundamental
economic developments [10]. Kok et al. argues that the
term "value investing" is increasingly being adopted by
quantitative investment strategies that use ratios of
common fundamental metrics to market price. These
strategies are lacking strong evidence of their excellent
performance and ignore identifying undervalued
securities. In other words, they are confused with value
strategies [11].

To sum up, since the controversial parts of value
investing can mostly be explained by the definition and
statistical misunderstanding, many scholars have proved
the significance of value investing. However, most
research on value investment focuses more on the macro
analysis but has not yet reached substantive research on
specific indicators. This paper will start with three
specific companies measuring in multiple methods and
combine value investment and SWOT analysis method to
make a comprehensive investment analysis and
recommendations targeted on shares of three companies.

2. DATA AND METHOD

2.1. Data

The data are stock data and financial data from three
companies called OSHKOSH CORP, CNX
MIDSTREAM PARTNERS LP, and DELTA

AIRLINES INC from 2015 to 2019. The data includes
earnings per share and stock prices of these three
companies in the past five years. The source of all the
data is Yahoo Finance.

2.2. Method

The research paper will analyze the development of
those companies both quantitatively and qualitatively.

For quantitative analysis, the P/E ratio, EV/EBITDA
ratio, profitability, and dividend yield will illustrate the
company operating conditions.

P/E Ratio = market value per share / earnings per
share

According to Investopedia audited by Jason Fernando
[12], the P/E ratio is a ratio for measuring the company's
value. It is also called the price multiple or the earnings
multiple. P/E ratios are widely used to determine the
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relative value of a company's shares in an apples-to-
apples comparison by investors. Moreover, it can be used
to make a comparison between the company itself and its
historical record or between itself and other companies.
The lower the P/E ratio is, the better the performance of
the company is.

EV/EBITDA

EV= market value + total liabilities - total cash =
market value + net liabilities.

EBITDA = EBIT + depreciation expenses +
amortization expenses

EBIT= operating profit + investment income + non-
operating income - non-operating expenses + net profit

EV means company value,

EBITDA means earnings before interest, tax,

depreciation, and amortization
EBIT means earnings before interest, tax

EV/EBITDA, also known as enterprise value
multiple, is a widely used company valuation index [13].
The value of the company can be calculated by the
EV/EBITDA method. EV/EBITDA is the same as the
relative valuation index, such as the price-earnings ratio
(P/E ratio). Its multiple is higher than the industry
average or historical level, which usually means
overvalued, while lower means undervalued. Different
industries or sectors have different valuation (multiple)
levels.

Dividend yield = annual dividends per share/price per
share

The dividend vyield is a financial ratio showing the
amount of a company's payout in dividends per year
relevant to its stock price [14]. The amount of money
offered by the company that shareholders invest in for
possessing a share of stock is divided by its current stock
price. Mature companies may pay dividends. However, a
higher dividend vyield does not equal guaranteed
attractive investment opportunities. The dividend yield of
a stock may be high because of the decline of its stock
price.

For qualitative analysis, SWOT analysis is widely
employed to demonstrate the development of the
company.

SWOT represents strengths, weaknesses,
opportunities, and threats, which is a useful criterion to
assess business [15].

In general, SWOT analysis can be separated into two
parts [16]. Using various investigation and research
methods, it can analyze various environmental factors in
which the company is located, namely external
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environmental factors and internal capability factors. The
external environment factors include opportunity factors
and threat factors, which are favorable and unfavorable
factors that directly impact the company’s development
and belong to objective factors. The internal
environmental factors include strengths and weaknesses,
which are positive and negative factors in the company's
own development and are subjective. When investigating
and analyzing these factors, history, present situation,
and future development should all be considered.

Strengths are the internal factors of an organization,
including favorable competitive situation, adequate
financial resources, good corporate image, technical
strength, economies of scale, product quality, market
share, cost advantage, advertising campaigns, etc.

Weaknesses are also internal factors of the
organization, including equipment aging, management
confusion, lack of key technologies, backward research
and development, shortage of funds, poor management,
product backlog, poor competitiveness.

Opportunity is an external factor of an organization,
including new products, new markets, new demands,
foreign market barriers are lifted, competitor mistakes,
etc. Threats are also external factors of organizations,
including new competitors, increased alternative
products, market tightening, industry policy changes,
economic recession, customer preference changes,
emergencies, etc.

2.3. Method and case selection

The case study methodology is suitable for this
research for three causes. First, this paper aims to
illustrate why CNX MIDSTREAM PARTNERS LP is a
good investment choice. The case study method is,
therefore, a good way to show reasonability from various
perspectives. Second, this research aims to systematically
probe into the process mechanisms for value investing,
and the demand for data richness is high. The frameworks
of different companies used for value investing are
complicated and multi-dimensional, making it much
more appropriate to analyze the problem by examining
organizational context instead of simply adopting a
quantitative approach [17]. Third, academic research on
value investing is still limited and at the exploratory
stage. This research explores the various standard for
value investing and analyzes those companies from both
quantitative and qualitative approaches. The exploratory
case study is particularly appropriate for all academic
fields without sufficient adequate research [18].

Selecting CNX MIDSTREAM PARTNERS LP as
the case study object is based on the following three
criteria. First is the principle of importance and
representativeness [8]. CNX MIDSTREAM
PARTNERS LP is a growth-oriented major limited
cooperative company, which owns the business
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development and acquisition of natural gas collection and
other midstream energy assets. It is a leading enterprise
in the energy field. It has set up a model in the industry.
Therefore, choosing CNX MIDSTREAM PARTNERS
LP as a case study company obeys the importance and
representative principles of case selection. Second is the
principle of theoretical sampling. The selection of the
case study object is based on the requirement to fill in the
existing theoretical gaps or develop new theories, rather
than statistical sampling reasons [19]. Although previous
studies considered the quantitative methods for value
investment in CNX MIDSTREAM PARTNERS LP,
there is still a lack of the combination of using qualitative
and quantitative methods for value investing. This study
uses quantitative statistics such as P/E Ratio,
EV/EBITDA, dividend, and qualitative methods like
SWOT analysis to better illustrate the development of
CNX MIDSTREAM PARTNERS LP to fill the existing
research gap. The third is the consistency between the
company's theoretical goal and its practice. CNX
MIDSTREAM PARTNERS LP aims to increase the
market share and earn more profit. The actions taken to
push the development of the company are in accord with
the theoretical goal.

3. RESULTS AND DISCUSSION

This part uses quantitative and qualitative research
methods to conduct an in-depth analysis of three stocks.
Among them, quantitative research methods are used to
determine the value of corporate assets, while qualitative
research methods focus on evaluating corporate soft
value. Both support the research conclusions of this
article.

3.1. Quantitative analysis of enterprise value:
P/E&EV/EBITDA, Profitability, and Dividend
Yield of CNX are better than the other two
company

There are three stocks for us to choose from stock:
OSHKOSH CORP, CNX MINDSTREAM PARTNERS
LP, and DELTA AIRLINES INC. To accurately analyze
which stock is more worthy of our investment, we need
to use data to get results intuitively. We will discuss three
aspects which are P/E ratio, EV/EBITDA ratio,
Profitability, and Dividend Yield.

Firstly, considering the P/E ratio, the lower the P/E
ratio is, the more worth investing in the stock. Among the
three firms we need to compare, CNX has the lowest
ratio, which is 6.75. It is 38.86% lower than the
OSHKOSH CORP and 18.75% lower than DELTA AIR
LINES INC. Thus, from the aspect of theP/E ratio, CNX
is the best stock for us to invest in.

Secondly, when we come to the EV/EBITDA ratio,
we can see that CNX is 7.42, which is slightly higher than
that of OSHKOSH CORP and DELTA. Although the
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lower EV/EBITDA, the more attractive the stock is, the
ratio of CNX is less than 10, which can be commonly
interpreted as healthy and above average by analysts and
investors. Moreover, its number still stays in the bottom
50% of the firms of the comparison group (the firms that
stay in the P/E 5-to-15 range and above $1 billion in
market capitalization). From this aspect, we can conclude
that CNX is still a good stock worthy of our investment.

Thirdly, from the aspect of profitability and dividend
yield. We can see that the profitability of CNX is 25.63%.
Although the profitability of CNX is a little bit lower than
OSHKOSH, it still higher than the average profitability,
which is 19.51%, of the comparison group (firms stay in
P/E 5-15 and above 1 billion dollars in market
capitalization). Also, the Profit margin is not the only
criterion for judging whether a stock is worth investing
in. A slightly lower value in a certain aspect cannot
directly determine the quality of a stock. In addition,
considering the aspect of dividend vyield, the larger of
dividend yield, the better the stock is. CNX has a huge
advantage. The dividend yield of CNX is 6.5 times that
of OSHKOSH and is 3.7 times that of DELTA AIR
LINES. Therefore, combined with the analysis of the
previous three parts, we will choose CNX MIDSTREAM
PARTNERS LP as our best investment idea.

3.2. Qualitative analysis of enterprise value: The
SWOT analysis method shows that CNX is worth
investing in

S(Strengthen): CNX is one of the largest independent
natural gas exploration, development, and production
companies. Compared with artificial gas, natural gas has
the same calorific value price as artificial gas. Moreover,
natural gas is clean and clean, which can prolong the
cooker's service life and help customers reduce the
expenditure of maintenance costs. Natural gas is a clean
gas with a stable supply. It can improve air quality, thus
providing a new impetus for economic development in
the region, driving economic prosperity, and improving
the environment. Since the benefits of natural gas, more
and more people will be willing to use natural gas instead
of artificial gas. The use of natural gas has a really good
and stable prospect. Moreover, the company's technology
is advanced and mature, and the company has the
advantage of resource possession. Thus, the stock of this
natural gas company will also have the potential to be
invested.

W(Weakness): The company has incomplete
management systems and does not have a set of
standardized and systematic management systems. It is
reactive. With the emergence of new problems, operators
formulate new measures without conducting in-depth
research or as other companies adopt new management
systems and imitate them. They seldom take into account
the logical relationship between the new system and the
original system and whether the new system adapts to the
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company's actual situation. The result is that the system
of management is not strong and relatively backward.
Moreover, undeveloped information acceptance is a
problem for the company. CNX needs a strong
information acceptance system to continuously improve
the company.

O(Opportunity): Because the global warming
problem is very serious now. Countries all over the world
are beginning to pay attention to this problem. In fossil
energy, coal and oil are relatively high in carbon content.
Natural gas as an energy source can reduce the use of coal
and oil, thus greatly improving the problem of
environmental pollution. As clean energy, natural gas can
reduce sulfur dioxide and dust emissions by nearly 100%,
reduce carbon dioxide emissions by 60% and nitrogen
oxides by 50%, and help to reduce acid rain formation,
relieve the global greenhouse effect, and fundamentally
improve the quality of the environment. This will be a
great opportunity for the natural gas industry. In addition,
the emergence of some external factors or new
phenomena and the proposal of government policies will
also bring new opportunities to the natural gas industry.

T(Threat): | think the biggest threat is the other
companies in the gas industry. CNX needs to
continuously improve its technology and develop a good
and stable operation model. That would make investors
trust CNX to keep buying shares.

4. CONCLUSION

Based on stock data and financial data of three
companies called OSHKOSH CORP, CNX
MIDSTREAM  PARTNERS LP, and DELTA
AIRLINES INC from 2015 to 2019, this paper studies the
investment option with the method of value investment
and SWOT analysis. The results demonstrate two things.
Firstly, through quantitative analysis, the P/E ratio,
EV/EBITDA ratio, Profitability, and Dividend Yield all
show the advantages of CNX. This is because CNX has
the lowest ratio, which is 6.75, a relatively low
EV/EBITDA ratio compared to the comparison group,
the highest dividend yield possessing significant
differences with the other two companies, and relatively
high profitability. Secondly, considering SWOT analysis,
as one of the largest independent natural gas exploration,
development, and production companies, CNX has
strength in advanced and mature technology. It also has
an advantage over other energy companies for the clean
natural gas with environmental protection effect. CNX
faces a future of opportunity since the world pays more
attention to environmental pollution like global warming.
Although considering other competitive companies and
their incomplete management systems, CNX has spaces
to improve. It still serves as a good option to invest.

For other companies in the gas industry, according to
the development track of CNX, two suggestions are put
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forward here: the transformation of enterprise raw
materials and the improvement of the enterprise
management system. The use prospect of natural gas is
good and stable. Not only its calorific value is equal to
that of artificial gas, but also it is clean. While prolonging
the service life of cookware and reducing the
maintenance cost of customers, it can improve the air
quality and promote the local economic development.
Therefore, other companies in the gas industry should
transform raw materials, gradually abandon the use of
artificial gas, and use natural gas to better operate
enterprises. The management system of the company
plays an important role in the development of the
company. When improving the enterprise management
system in the gas industry, the new measures cannot be
adopted hastily before careful investigation and study.
Let alone copying the new management system of other
companies and ignoring whether it applies to the
company's operation and whether it conflicts with the
original system. Gas enterprises should base themselves
on developing their enterprises, carefully analyze
problems, and learn new enterprise management models
to promote the improvement of the enterprise
management system.

In this paper, we use quantitative and qualitative
research methods to analyze which one of the three stocks
is more worth investing in. We finally concluded that
CNX is the most developed stock we can invest in. This
paper provides readers with clear and unambiguous
analysis and gives them some advice when they doubt
how to invest. In addition, this paper gives a very clear
explanation of the analytic methods that we used so that
readers can better understand the analytic methods, and it
is also convenient for them in the future.
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