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In the November issue of Prospects I wrote that I believed that world share markets had
been “Saved by the bell...of Abenomics” and worldwide monetary wars, taking the view
that even though a short-term downward correction was probable for both our own and
the leading world markets, the long-term bull market now seemed likely to remain intact
for some time to come. My latest
extrapolations suggest that it is
possible we might see markets
now rising until late in 2015 or
early 2016.
Subsequent market gyrations and
conformation from the European
Central Bank that it too was entering
the fray, has added substantial
weight to that view over the past four
weeks. So as we begin to look ahead
to 2015 it is useful to start on the right
with ShareFinder’s projection of the
likely course of Wall Street over the
next 18 months. Here traced in blue
we see the beginning of a top
formation that is in fact even clearer
in our own and other leading world
markets. Thus there is a very high
probability that Wall Street will trace
out the medium-term decline which
ShareFinder has projected in orange
from now until mid-June within the
smooth curve of the red long-term
Fourier projection which currently
predicts that Wall Street will finally
peak around the end of December
2015.
London appearing in my second
composite, similarly depicts a falling
top already marked out with a
medium-term
correction
already
under way and headed for a bottom
around the end of March with a longterm peak occurring sometime
towards the end of 2016.
Much less promising, however, is the
outlook for our own All Share Index
which in my third composite,
ShareFinder calculates has already
peaked its long-term cycle but, within
that, its medium-term projection sees
a market which peaked in July and is

headed down until mid-February before a modest recovery begins which is currently projected
to last until the end of August.
Within these cycles, however, there is considerable variance between fundamentally under
and overpriced blue chip shares. Within the market as a whole, both the Blue Chips and Rising
Stars are fundamentally over-priced but relative to them there is a handful of quality shares
that are significantly under-priced; shares like MTN, Coronation, Assore, Compu Clearing,
Trencor, Transpacko, Truworths, MMI, Sasol, Foschini, Woolworths, Spur, Invicta and
Phumelela. As is clear from the extract below from ShareFinder’s Quality List.

By the same calculation, shares like Brimstone, Naspers, Tiger Brands, Massmart, Spar, SAB
Miller and Clicks are significantly overpriced at this stage.
The Prospects Portfolio
Having correctly identified earlier this
year that the end of October onwards
would be the correct time to re-enter the
market, I at that time directed readers
towards
the MTN Group, EOH,
Compagnie Richemont, Coronation Fund
Managers and Howden Africa Holdings
as my four favourites going forward. MTN
fell within my buying range at R206 on
December 1 and EOH became a buy for
me at 107 on December 8. As a
consequence of these transactions the
portfolio continues to deliver a compound
annual average growth rate of 32.9% as illustrated in the graph above, is currently worth R2
463 321 and will deliver an annual dividend of R65 360 in the coming year. I set out its current
status below:

Going forward then, the Prospects portfolio
is fully invested with relatively limited cash
reserves. Many of my readers are, however,
keen to know what I think of commodity
shares like Sasol following the massive
declines of the past three months. And
mouth-watering though this share might
seem
at
current
prices,
ALL
of
ShareFinder’s technical indicators suggest
that one should wait on further weakness
occurring in the weeks ahead with a price
bottom unlikely until sometime between midJanuary and late February based on the
projections on the right. On a fundamental
basis, however, Sasol is approximately
correctly priced at this level.
A similar probable decline can be seen in
the graph of BHP Billiton on the immediate
right. Here the projection suggests that a
bottom might occur between early and late
January. BHP Billiton is still somewhat
overpriced on an historic dividend yield
basis and so, as with Sasol, I would not be
in too much of a hurry to acquire this share.

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.

