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Notwithstanding the consequences of the US Federal Reserve “Taper” which sparked a
worldwide share market decline of considerable magnitude, investors worldwide appear more
sanguine about the recent Russian invasion of the Ukraine and appear to have taken it in their
stride.
Obviously, of the two events, even though the Taper
was long expected and the Russian invasion was a
nasty surprise which has major implications for global
energy supplies and incalculable global political
ramifications, world markets are too busy correcting
back to normality to be overly concerned about the
latter. Maybe, however, the Russian affair will yet
come back to haunt them! And mid-April looks like the
crisis time!
For now however, optimism prevails again. Thus we
have seen a steady recovery of the Rand since the
beginning of the year as illustrated in my first
composite on the right: to the extent that in Dollar and
Euro relative terms the Rand is now correctly priced
relative to its long-term trend and in Dollar terms
might even have over-corrected.
In my second construct I have used Fourier Projection
to try to guess where the Rand/Dollar exchange rate
might go in the foreseeable future and as readers can
see, the outlook is for the Rand to continue
strengthening throughout this year though, shortterm projection (in green) sees the likelihood of the
Rand weakening back to its long-term mean. The red
medium-term projection suggests that the Rand is
likely to continue strengthening for the rest of this year
to the extent that it could reach a rate of R10.17 to
the US Dollar by January next year. And if the latter
observation is correct, then the outlook for our bonds
and for the JSE becomes extremely positive in the
medium to long-term.
That being the case, the third construct shows what
ShareFinder thinks is likely to happen to Blue Chip
shares collectively, suggesting a 9.25% gain between
this week and December 11 when the projection
currently senses a peak in value.
This positive view is, however, confined to Blue
Chips. Moving to my fourth construct on this page
which examines the JSE Overall Index, it is clear that
for the market as a whole the party is over. One last
upward surge could end around April 4 with the
general market trend reverting to its long-term
regression line which is likely to be intersected on the
down-side during September and continuing on into
the new year. Extending this examination the
implication is that by February 2015 the all share
index will have retraced itself back to levels last seen
in August 2013 at which stage technical analysts will

be proclaiming this a clear enunciation of a “head and shoulders” formation which, they always look
upon as a dire warning as a precursor to a fairly dramatic fall which could take it all the way back to the
support line I have drawn linking the February 2011 peak with the May 2012 bottom. Calculating that,
the implication is for a long-term overall market decline of 32 percent from its current value. This then is
a very clear message to investors to make sure their portfolios are rid of ALL questionable shares. So I
direct you to pay more than average
attention to my Fallen From Grace list
published below.
For now, however, let us turn to an
examination of the technical events that
might spark such a significant future all
share decline. So consider the projection
on the right which traces out what
ShareFinder thinks is likely to happen to
the New York S&P500 Index — the
broadest measure of performance of Wall
Street shares. Here we see the market
topping out on April 18 and beginning a
retraction that intersects its long term
mean regression line first in June this year
and then, after a second penetration in
August, a retreat all the way down to
levels last seen in October 2011: a bear
market which on this projection could cost Wall Street investors a massive 42 percent loss and make
this one of the really big bear markets of the past 100 years.
Underperformers

The Prospects Portfolio
The Prospects Portfolio depicted above
and graphed on the right has recovered
well from its January tumble and at R2
243 163 last Friday it is rising in the long
term at 28.9% compound with the
average Total return of its constituent
shares a record-breaking 54.91 percent.
The fact that this week it failed to equal
or outstrip its January 14 peak value of
R2 256 916 and a projection of an
ultimate peak of R2 267 356 on August 4
before beginning a steady weakening,
implies that it might be prudent in the
months ahead to do some pruning.
The weak performers are Clicks, Capitec
and Massmart. Starting with Clicks, its
earnings growth rate average over the
past five years at 15,53% is above the
Blue Chip average of 14.78% and its five
year price growth average of 32.93% is
above the Blue Chip average of 30.74%
and accordingly its price earnings ratio of
19.9 is about right. Furthermore the
projection graph on the right suggests
that Clicks will continue to perform
reasonably well in the year ahead. So I
see no reason to dispose of this share.
Capitec, notwithstanding a continuing
sound loan book and a very good 35%
earnings increase recently, the shares
continue to be tainted in the investment
public's mind by the disastrous
performance of
short-term
lender
Afribank and its price performance has
been erratic. Furthermore, the share
price continues to underperform and as
the graph projection on the right
suggests, it is unlikely to get better in the
year ahead. So, very reluctantly, I am
now giving serious consideration towards
disposing of it. If it reaches R196 in the
coming month I will do so.
Massmart (graphed on the right) which
achieved a 29.5% earnings growth rate
in the past financial year has, according
to reports, virtually finished bedding
down the merger with Walmart. CEO
Grant Pattison was quoted in the press
as saying “We are cautious about the
economy but confident about the

company.” The latest dividend growth rate was obviously disappointing to the market at 3.11% but,
assuming that the future outlook will improve significantly, I will hold this share until the interim stage to
see whether management can walk the talk. ShareFinder’s projection graph is not, however, very
optimistic about Massmart’s price trend in the medium-term and so conservative investors might be
moved to dispose of it earlier.

2014 Portfolio

This new portfolio is just a month into its life
and with just three South African shares in it,
is up 12.2 percent as pictured in the graph on
the right. Best performer has been Coronation
which is up 21.4%. It is my intention to add in
three US, three British and three Australian
shares when the buying point is appropriate.
A number of readers have phoned and emailed me asking whether I will take their
money and manage it for them in respect of
this portfolio and so I have to make it clear
that the intention of this 2014 Portfolio is to
emulate the process I followed with the
Prospects 2100 Portfolio i.e. I will tell readers
ahead of time which shares I am targeting
and the price range I deem appropriate.
Those who would like to copycat this portfolio
will need to arrange through their brokers to
have a suitable capital amount cleared for
exchange control. The new ShareFinder 6
which we hope to release in its final format
within the next few weeks, will have a link
with Saxo Capital which will enable users to
trade directly from within the programme.
Those who would like to avail themselves of
this feature will need to open accounts with
Saxo. If you need assistance in doing this, email Kylie Jerg XKJE@saxomarkets.co.za for
assistance. Currently I am looking to buy:
Britain: Reckitt, Capita Group & Unilever
USA:FEMSA, Tim Hortons, Nam Tai
Electronics Australia: Yet to decide.
UK Outlook
Given the foregoing, with the US market set
to top out on about Apriul 16, I am reluctant
to take a position in US shares until the
projected bear market has worked itself out.
And a similar argument applies to British
shares given ShareFinder’s projection for the
UK on the right with the market seen topping
out on + - April 17 before beginning a
precipitious plunge.
Australia, measured on a projection of the
All Ordinaries Index is similarly concerning
with the market projected to top out on April
17 or thereabouts. This is clearly not a time
to be buying.

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.

