
I began the last issue of Prospects with a confirmation that the trend of international 
markets had swung into our favour so far as the Rand was concerned relative to the US 
Dollar and the Pound. 
But the past month has been witness to how quickly things can change. The outbreak of 
Xenophobic violence brought swift retribution upon us and the Rand weakened significantly 
between April 28 and May 4 and had it not been dealt with reasonably quickly it would have 
taken the Rand to a new point of weakness just a tad behind that which occurred in December 
2001 when it touched R16.07 to the British Pound and R12.60 to the US Dollar (January 3 
2002). So despite the short-term outlook returning to a positive trend in favour of the Rand, the 
composite below makes it clear that there are no grounds for complacency: 

Long term, that is going back all the way to the euphoric years when we had won the 
admiration of the world by brokering a peaceful settlement of our racially charged political 
impasse, the Rand has been losing value at 4.5% annually relative to the US Dollar and 4.7% 
relative to the British Pound. Since the onset of the Zuma years and the world’s growing 
realisation of our nearly total inability to run any of our utilities and the recognition that the 
Government has no economic policy, the Rand has been collapsing at 18.6% compound 
relative to the Dollar and 14.8% relative to the Pound. 
In my second composite on the right I have expanded the latest position of the Rand relative to 
the two currencies so you can more 
clearly see how ShareFinder’s 
generally very accurate projections see 
the Rand trending over the next 12 
months. The straight red line is the 
Zuma years trend line projected with 
the oscillating red line the probable 
trend if we continue to walk the same 
line as we have since the Zuma 
administration came to power. The 
orange line is the projection if we are 
able to convince the outside world that 
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we are finally getting our house in order. I believe the sharp Rand recovery projected for the 
period from now until the end of May can be attributed to the DA decision to place Mmusi 
Maimane in charge of their drive to win a series of key municipalities in next year’s elections 
and the international hope that South Africa finally has a political party that can dismiss race 
from its politics and focus upon regaining our economic strength. 
Given, furthermore, that a new wave of optimism is beginning to sweep the world with an 
improved economic outlook established in the US and Britain and promise of improvements in 
Europe, Japan and China, it is probable that if we can keep our international image positive in 
the months ahead, that for the rest of the year at least we will see South African Blue Chips 
continuing to gain. ShareFinder’s projections suggest that the rate of improvement will be a 
little lower that we have seen for the first few months of this year, but at least a compound 
annual average rate of 10.5% is 
projected. 
The All Share Index is projected, 
furthermore, to gain at an even 
more rapid rate as it surges to try 
and catch up with the gains made 
in the recent past by the Blue 
Chips. Sadly, however, the 
present projection does not see 
that gain continuing much 
beyond the end of September as 
projected in the lower graph of 
the composite on the right. 
 

The Prospects Portfolio 
The prospects Portfolio, as with 
the rest of the Blue Chips, has 
lost value since its peak at R2 
942 335 on April 10 and appears 
likely to bottom at around R2 770 
000 on or about May 20 after 
which it appears likely to rise 
steadily towards a new peak of 
R3 008 319 in mid-September 
after which it is currently 
projected to trend sideways until 
the new year, making a repeat in 
the early part of the new year of 
the gains it made in the first quarter of this year. 

The most troubling share in the portfolio is no longer Shoprite which, resulting from the better 
results announced this past month by Spar, is looking somewhat healthier again. The potential 
problem child is Coronation Fund Managers which is being punished because it failed this year 
to make the same spectacular profit gains that it made last year. But I believe the market is 
wrong in this case and would be tempted to buy more of the shares at these levels if it were 
not that by so doing I would unbalance the portfolio. It is already our third largest holding. 



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 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 de-
gree 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: 



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 under-
scores 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. 


