
As we enter what promises to be a turbulent year for South Africa as a result of both local 
elections and an inevitable Third World economic decline associated with the progressive 
tapering of US monetary stimulus, there is no reason for informed investors to be unduly 
concerned. Indeed the high probability of some market weakness in the months ahead should 
offer a welcome opportunity to do some judicious buying of presently overvalued counters. 
 

I start, as always by reviewing the projections for the world’s principal share markets starting with New 
York’s S&P500 Index on the right which currently is behaving exactly as we have projected in recent 
months with all four principal SF indicators 
arguing for a market decline for the major 
part of 2014. The one exception is the 
green tail of  a short-term Fourier cycle 
projections which suggests that New York 
could advance from the latter part of this 
month into February. But the 
overwhelming analysis is for declines. 
 

My second composite analysing London’s 
FT500 Index sees the current positive 
trend continuing upwards until mid-April 
before it too gets overtaken by New York’s 
weaker sentiment. However, once the 
weaker trend takes command of British 
investor sentiment it appears that the 
negative effects will be somewhat more 
severe than the likely US experience. 
Where the US is currently projected to 
decline by around 15% London appears 
likely to fall by 19% between April and 
November while Tokyo’s Nikkei is similarly 
projected in my third composite on the 
right to top out this month for a 12% 
decline between then and December. 
 

All of this brings me to the JSE All Share 
Index which is similarly projected to begin 
declining in the second week of February 
for an overall fall of 16% by December 18. 
 

The probability of all of these market 
declines is enhanced by the fact that 
almost without exception world markets 
are as expensive as we have seen them 
in many years. Couple this fact with the 
ending of the US Federal Reserve’s 
“Quantative Easing” programme which 
has flooded the world with cheap money 
and it becomes a no-brainer that some re-
adjustment is due. And so, as I have 
urged investors to do for several months 
now, please compare your portfolios with 
the list overleaf which contains all the 
investment grade shares which have been 
underperforming the Blue Chip average 
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performances in recent years. Dividend growth rate compound averages over the past five years and 
compound average price growth rates which are below the averages that head the columns, are listed 
in red. Thus it should be noted that Shoprit which forms part of our Prospects portfolio is a slight 
underperformer in terms of price growth but, far more importantly, its dividend growth rate remains 
above average. Where similar disparities occur in the price growth column, regard them as shares to 
watch because if they continue to weaken in price while holding above average dividend growth rates 
they might be seen in the future as potential buying opportunities. 



The Prospects Portfolio 
Relative to the markets I have described, the Prospects portfolio (graphed above) continues climbing and 
is currently projected to keep on doing so until early July at least. Currently it is rising in the long term at 
30.3% p.a which means the portfolio is doing 8.6% p.a better than the ShareFinder Blue Chip Index in the 
long term and it is doing 15.2% p.a. better in the short term. It is delivering an average dividend yield of 
2.1% and providing a Total Return of 49.6% taking the February 2011 investment of R1-million to a 
current R2 219 138.34. 

Best performers have been Coronation with 220%, Naspers with 204% and Mr Price with 191%. 
Troubling inclusion in the portfolio continues to be Massmart which I am watching for possible disposal.  

2014 Portfolio 
I have fairly frequently been asked by readers who missed the boat whether I would not start a new 
portfolio (which would mean either having to maintain two different portfolios within this newsletter) or 
consider an alternative approach. Given that the new ShareFinder 6 programme, due for imminent 
release, has a direct link to Saxo Capital Markets: (the brokerage offering the lowest charges available in 
this country) and that we will now be monitoring a series of major world markets, the time is accordingly 
ripe to launch an International Portfolio.  
I will for convenience build a 12-share portfolio choosing the 12 best shares in North America, Britain, 
Australia and South Africa and for those of you who would like to copycat this portfolio that would imply 
lodging a multiple of this sum with an international brokerage like Saxo. If you need assistance in doing 
this, e-mail me richard@rcis.co.za and I will put you in touch with Saxo’s local office. 
 

The shares I will be currently looking to buy are: 
South Africa: Coronation, Growthpoint & Richemont 
Britain: Reckitt, Capita Group & Unilever 
USA:FEMSA, Tim Hortons, Nam Tai Electronics 
 

Timing your purchases 
Starting with the South African shares, Coronation (see graph overleaf) appears likely to offer the best 
buying opportunity this week at R78.56 and so I expect to buy before Friday at between R78 and R80 



(see graph on the right) 
Growthpoint (graph immediately below) is similarly 
likely to hit a low of between R23 and R24 this 
week and so I will be buying into any weakness 

before Friday. 
Richemont, graphed on the right, should hit a low of 

between R99 and R100 this week which would 
complete my South African portfolio. 
Balance of the shares 
Noting my comments at the start of this issue, I 
am in no hurry to start buying in other 
markets…..watch this space! 
 
 
Top SA 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. 


