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The international share market correction that I have long predicted appears to be
finally under way, so I thought to start this month’s Prospects with a look at what
ShareFinder’s Fourier projection system thinks is Wall Street’s likely outlook for the
next two years…and by
implication
what
will
probably happen to most
other markets .
Initially replicating the kind of
market picture that investors
experienced in the 1987 and
2001 bear markets when an
almost full recovery occurred
within 12 months, ShareFinder
predicts a recovery between
July next year and April 2016.
However the big difference
this time around is likely to be
a double dip which sees a
second bear market starting in
April 2016 and lasting until the
end of January 2017 with
even greater losses than
those likely to be experienced
in the decline that is currently
under way.
Here in South Africa the bear
market
actually
began
somewhat earlier as has often
been the case in previous
bear phases, and it could well
be all over by late February.
ShareFinder’s
projection
analysis of the JSE All Share
Index is pictured in my
second
composite
and,
while it appears likely that the
decline here might be less
severe than the probable
events in the US, it appears
likely to be as protracted as
everywhere else in the world.
At the lowest point of the
correction, the decline is
depicted as a total of 13
percent. However, on a
cautionary note, Fourier cycle
projections tend usually to

more accurate as to timing that as to magnitude and so, while the All Share Index projection is
fully supported by all of ShareFinder analysis systems and thus enjoys a very high probability
of actually happening, it would not surprise me at all if the index fell considerably more than 13
percent.
The
happy
news,
however
is
that
ShareFinder’s projection of our Blue Chip Index
(last composite on the previous page) suggests
that for holders of this category of shares, the
pain is already over and a steady recovery
might be anticipated for the next year at least.
Blue chips peaked in value on July 28 and
have collectively already fallen 5.7%. So,
always assuming that this observation should
prove true, it serves to emphasise the
argument I so frequently offer investors that
Blue Chips are both the safest long-term
investment and the overall best performers.
Strategy going forward
Assuming you have followed my advice so
constantly offered over the past several
months to get rid of all underperforming shares
in order to create a war chest of cash, the time
to buy back in might be imminent. Short-term
analysis suggests that a small further decline
might occur between now and October 21 to
November 17 with a possible final bottom on or
about December 15. It would thus be smart to
now start monitoring the performance of some
shares to buy. I accordingly direct readers
towards the MTN Group, Compagnie
Richemont, Coronation Fund Managers and
Howden Africa Holdings as my four favourites
going forward.
MTN (pictured right above) is probably the
most fundamentally underpriced share in the
Blue Chip list and it appears to have bottomed
in price on October 2. Furthermore it looks
likely to continue rising steadily for the
foreseeable future. On a PE of 16 and a
dividend yield of 4%, the company has grown
its dividends by an impressive 47.5% annually
over the past five years.
Conversely, Richemont stands at a PE of 17.6
and a dividend yield of 1.2% and is only
modestly underpriced on the basis of long-term
fundamentals which have seen dividends rising
at 31.48% compound over the past five years.
ShareFinder, however, projects that Richemont
will not bottom in price much before next
August. So this is one share to simply watch
for now.
Coronation is also significantly underpriced on
the basis of its quite excellent fundamentals. Nevertheless ShareFinder predicts that it is likely
to continue falling in price for many more months whereupon it is likely to stand at a far more

favourable PE than the current 17.1.
Finally, although already on a very low PE of 8, Howden is similarly set to continue falling in
price for most of next year. Having achieved an exceptional 97.3% dividend growth rate over the
past five years that has translated into a compound annual share price growth rate of 39%, this
share would be an attractive buy even at its current price. Nevertheless it would be wise to wait
and see whether the price does not significantly improve.
The 2011 Prospects Portfolio
The 2011 Prospects portfolio has
experienced considerable value
volatility recently after peaking in
value at R2 306 298 in August and,
projection suggests that it could fall
in value by a further seven percent
before it reaches its likely bottom
around June next year. The shares
most likely to pull it down are
Coronation, Howden and possibly
Shoprit.
Since, on the basis of their
fundamentals, the former figure
among my top four as potential
acquisitions, the question arises as to whether one should sell now in order to buy in again at a
better price next year? Capital gains considerations and the possibility of being labelled a trader
by SARS should deter many who have followed this portfolio since its inception. But if that is not
your concern, I would suggest that a selling/repurchase strategy could significantly enhance the
long-term growth performance of this portfolio. Meantime, noting the performance of these three
shares within the portfolio, investors must surely be satisfied that the shares have done well for
them.

An investment in Kruger Rands?
Given the volatility in world
markets and increasing uncertainty
about the durability of the global
monetary system, I offer this study
that illustrates how volatile Wall
Street has become in the 100
years since the US effectively went
off the gold standard. It suggests
that were the Federal Reserve Act
to be repealed and the US to
return to a gold backed currency
on the old basis of one dollar being worth one fine ounce of gold, then the gold price would have
to rise to + - $14 500.
Meantime, ShareFinder’s projection suggests the Kruger Rand could fall to R14 224 at the end
of this month before rising to R15 703 next September...and of course if speculation about an
eventual return to a gold-backed dollar proved correct it could take that figure to + - R167 878. It
is perhaps a sufficiently attractive gamble to warrant a small inclusion in your portfolio.

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 rates. 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:

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 aboveaverage 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.

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 rate 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.

