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As always when I return from an overseas holiday I am home with mixed feelings: glad
to be back among familiar things and troubled by the political mess that our country has
become.
And nowhere is it more telling than in the rapid collapse of the Rand relative to the world’s
major currencies. As my graph below illustrates, the average rate of decline of the Rand
relative to the US Dollar, the British Pound and the Euro since the start of this year has been
27.2 percent compared with an average decline of 4 percent annually since the ANC came to
power in 1994.

After the Zuma administration took power
in 2009, the rand strengthened for the first
two years and then, as the grey trend
lines show, the rate of decline accelerated
from its long-term four percent average to
14.2 percent and since the beginning of
this year it has accelerated further to a
dramatic 27.2 percent.
This deterioration is of considerable
significance to foreign investors upon
whose goodwill the country greatly
depends because it is the inflow of their
capital that has long shored up our trade
deficit. So, as my second graph
illustrates, JSE Blue Chip shares have
risen in value throughout the period of
ANC administration at compound 20
percent. Furthermore, as my third graph
illustrates, the good news is that despite
Zuma’s
appalling
and
steadily
deteriorating overseas Press, the growth
rate of SA Blue Chips actually

accelerated during his administration to
compound 26.1 percent...until the end of
April this year when it began a sharp
descent which last week, amid Greek and
Chinese troubles saw the daily value of the
index fall below the trend line for the first
time since last December. Happily,
however, this decline was long anticipated
by ShareFinder’s artificial intelligence
process which, equally happily, takes the
view that Blue Chips will resume their
upward trend after August 5 and, apart from a brief decline in October, ShareFinder sees them
continuing their climb until the end of February next year as projected in orange in the third
graph on the previous page. Also positive for our market is the fact that our Blue Chips are
outperforming the markets of the Developing Nations as a whole as emphasised by the relative
strength graph which is represented in the third panel of the composite above.
The Prospects Portfolio
The recent market weakness has illustrated
an important point about the Prospects
Portfolio which readers who are emulating it
need to be aware of. As illustrated by the
relative strength graph in the third panel of
the composite on the right, the portfolio is
tending to exaggerate movements of the Blue
Chip Index. Thus, while Blue Chips as a
whole have been climbing in the long term at
23.1% compound, the Prospects Portfolio has
been achieving 32.1%. However, when the
weakness began in late April the portfolio
began falling at an annual rate of 64%
compared with a 50% decline in respect of
the Blue Chips. Furthermore, when the
recovery began on June 9, the portfolio
began recovering at an annualised 111.4%
compared with the Blue Chips recovery at
81.2%.
ShareFinder’s usually very reliable Fourier
projection system suggests that the portfolio,
along with Blue Chips as a whole, is likely to
trend largely sideways for the rest of the year
before beginning a relatively strong recovery
around mid-November. While this will obviously disappoint many, the good news is that the
portfolio’s high dividend growth rate appears
unlikely to decline much below its current
record-breaking 35% annual rate.
Strategy
There is one loss maker in the portfolio:
Howden Africa Holdings which in June
announced that “in the best medium to long
term interests of the company and all
stakeholders that the payment of cash
dividends
be
discontinued
for
the
foreseeable future.” Furthermore, the board
announced that management fees would be

attributable to the Howden
Group equal to 10% of the
market capitalisation of the
company as at June 1 this
year. The result of this
announcement
was
an
immediate 27.6% plunge in
the share price followed by a
brief recovery.
I do not believe that my
readers would want to be
associated with a company
which treats its shareholders
in such a cavalier fashion and
accordingly issued an immediate sell order which enabled us to withdraw from the shares at
R33.50. that gave me some R177 000 in cash which, together with accumulated dividends of
R74 184, allowed me to go searching for a suitable replacement.
The immediate choice was Richemont if I could get it below R100 a share and I was fortunate
to secure a price of R97.21 on July 8 For readers seeking to emulate this transaction,
ShareFinder predicts that you should be able to realise around R31 between July 20 and 22:
note the graph composite above right.
For those seeking to buy Richemont, my second projection suggests that the best date to buy
will be on July 24 when a
price of R101 might be
obtainable, note my second
graph on this page:
The result of these changes is
the portfolio depicted below
which
enjoys
a
very
satisfactorily low risk ratio of
-1.56
and
an
average
dividend
yield
of
2%
combined with a long term
dividend growth average of
35% providing a Total Return
figure of 41.9% which should
ensure its satisfactory long
term growth continues into the
future.

Shares to consider for the future:
There is no cash in the portfolio and nothing else that I would like to change in the immediate
future. I do, however, have my eye on Italtile which features in my personal portfolio and which
has enjoyed a compound annual average dividend growth rate of 65% over the past five years.
ShareFinder’s projections suggest that it could be bought at around R10 a share on July 27.

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 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.

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.

