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May we at RCIS wish our readers everything they would wish themselves over the festive season:
peace, good health, prosperity and a happy new year. Please note that our offices will be closed
from December 23 to January 2.
It would be appropriate to begin this letter with a tribute to Nelson Mandela: the man who gave
27 years of his life to show South Africa that there was a peaceful way forward. As one of a
handful of journalists who attended his last public meeting in Edendale it would also be remiss
of me not to also note that so much of what that great man struggled to achieve has been cast
down by those who have followed him.
And on that note I need to bring to readers’ attention an announcement by the Voice of Russia—the
official Russian news channel—that a contract is to be signed on February 15 between Russia and
South Africa for the construction of a fleet of nuclear power stations to be built and initially financed by
Rosatom, the Russian state nuclear energy company. Notwithstanding the long-standing concerns
about nuclear power, the costs of such a project could potentially totally cripple our economy and this at
a time when a rapidly-growing local solar
electric industry has shown that it is able
to deliver clean, safe, power at less than
it will cost to run the new coal-fired
Medupi power station.
Why without any public discussion are
we going down this road at a time that
many are discarding nuclear power? My
instincts direct me to the Arms Deal and
e-tolling, two massively expensive ANC
Government projects that, to put the best
possible spin on them, stink of shady
dealing and corruption. What is clear is
that if we go down this road we will all
pay for it and the financial burden of a
mismanaged nuclear programme could
have a major impact upon the investment
outlook of this country for decades to
come. What is not clear at this stage is
who will profit from this contract but one
should have little doubt that it will be
people close to the presidency.
Meanwhile, as I have warned for months,
the beginning of a worldwide market
decline is now evident wherever one
turns. In my first graph composite, Wall
Street as measured by the S&P500
Index is down a modest 1.5% at this
stage but by June it should be down 15%
and price momentum as measured by
our proprietary Velocity Indicator has
been falling since mid-November.
London, pictured in my second
composite, has been in a sideways trend
since May and is now down 4.4% from
its May 23 peak at which the FT100
Index touched 68756 and it is likely to be

down 17% by mid-June if ShareFinder’s
projections are as correct as usual.
In Paris (my third composite on the
previous page), where the economic
pigeons are really coming home to roost
and the popularity of the relatively new
socialist government is plummeting, the
Cac40 Index is already down 5% and is
likely to be down by 13% by mid-January if
ShareFinder’s projections are correct.
Here at home the JSE Top40 Index (top
composite on this page) is already down
5.7% from its November peak and
ShareFinder projects that it will be down
15% by mid-May as depicted by my first
composite on this page. Happily the
ShareFinder Blue Chip Index is down just
4.26% to date and only further 4.3%
appears likely before January 17 if
ShareFinder’s projections in my second
composite on the right are correct.
Thereafter we are likely to see a rather
sluggish recovery trend gaining at around
7.6% compound.

The Prospects Portfolio
Relative to the markets I have described, the Prospects portfolio (graphed above) has declined by a
modest 2% and ShareFinder projects that a further one percent is likely before positive growth
continues. As the graph above illustrates, the portfolio has been gaining at compound 40.9% to deliver,
together with dividend gains a total return of 50.72 and taking the February 2011 investment of R1million to a current R2 084 726. Best performers have been Coronation with 215%, Naspers with 182%
and Mr Price with 174%. Troubling inclusion in the portfolio is Massmart which has of late delivered
relatively poor profit performance. ShareFinder projects that the shares are likely to run contrary to the
market trend for the next few months. However, if there is no improvement in corporate profits in the
immediate future, I would target this share for sale, hopefully at around 140 before mid-March.

Investment Grade Underperformers
Listed below as usual are all shares which have been underperforming the Quality List averages in
respect of price growth rates over the past five years. Note that all the shares listed qualify for inclusion in
the ShareFinder Quality list because of their consistent dividend growth rates over many years and those
listed in green under the Dividend Growth heading have been consistently delivering above-average
dividend growth rates over at least the past five years. Being an underperformer is not necessarily an
argument for disposing of any of these shares, but readers should note that if a share has failed to deliver
above average price growth over as long a period as five years, then it is unlikely in the short to medium
term to get much better. Some shares which feature in this list are gladly included in many portfolios of
investors seeking dividend income rather than pure capital growth. So before you decide to ditch any of
these, do your research carefully. To help you in this regard, we include a “Total Return ” column which is
the sum of the dividend yield and the annualised capital growth rate average over five years.

Top Performers:

The following shares are offered as suggested replacements for any in your portfolio that are
achieving lesser growth rates than the ShareFinder Blue Chip average growth rates. The
shares listed in the first block below have been selected because of their investment grade
quality and their very high dividend growth rate and superior investment safety. The second
block of ten offer significantly higher dividend growth rates but at the price of a greater degree
of investment risk:
The shares listed in the third block below have been selected because of their investment
grade quality and their very high price growth rate. These offer superior investment safety.
Those in the fourth block generally offer significantly higher price growth rates but at the price
of a greater degree of investment risk:

Unit Trusts
The topmost (green flagged) unit trusts listed below conform to the ideal that the latest annual price
growth rate is greater than the average of the past five years (Half) and the five-years average is
greater than that of the previous ten years (Full). In the groups that follow it should be noted that a
high ten-year growth average is seldom followed by similarly high interim growth rates which
underscores the fact that it is very difficult ever to select consistently high-performing funds.
Trusts with the lowest Risk number are the least price-volatile.

