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I have written repeatedly lately about ShareFinder’s projections of the onset of a major
global bear market currently projected to have already started here and shortly to be
followed by New York and then all other major share markets. So let us start by
updating that forecast.

In the graph above tracking New York’s most representative market index, the S&P500, it is
clear that the blue line of the daily closing value of the index cut downwards through the
straight orange line of its long-term trend on July 24 and the orange projection suggests that it
will make a new short-term bottom on August 14 before briefly recovering to reach a final bull
market ending peak on or about September 1. On October 23 it will make another last gasp
attempt at another peak which will, however, fail to reach the level of the previous one and
from there onwards it will be continuously downward.
In the UK the FT 100 Index, pictured on the right below, broke below its long term trend line on
June 4 and reached a new low on July 8 before beginning a recovery which is currently
projected to run out of steam on
August 28 when a new top fails to
reach the market peak of last April
28. Another attempt is likely around
January
5
following
which
ShareFinder projects that the Bears
will gain firm control of the market
and it will then be downwards for the
foreseeable future.
In Paris the Cac 40 is technically still
in bullish aspect since in the April to
July downturn it failed to fall below

its long-term trend line. However, the
current recovery is likely to run out of
steam on or about September 9 before the
market heads south again and, as my
graph on the right makes clear it is likely
to be downwards again from then
onwards.
All of which brings me to the JSE All
Share Index pictured below which began
its bear phase on April 24, bottomed on
July 7 and has since been attempting a
recovery which ran out of steam on July 20 when the index failed to reach above its April peak
since which it has been downhill ever since with the market projected to keep on falling at least
until the end of June next year.

Here it is important to note that ShareFinder made similar projections of a likely protracted bear
market starting in October 2013 and again in September 2014 and in each case, the
programme proved correct inasmuch as sharp declines did happen. But in each case there
was no follow through and the market thereafter proceeded to move on to yet another even
higher peak. So I obviously cannot guarantee that on this occasion it will be correct. However, I
have been closely monitoring the accuracy of the program predictions on a weekly basis since
January 2002 and the accuracy rate now stands at better than 83 percent which makes the
predictions hard to ignore.
So let us consider the ShareFinder Blue Chip Index below which continues to emphasise that
the only safe haven for South African investors lies in this category of quality shares. Here, it is
clear that the bottom of the bear phase happened on July 7 and, with a rising bottom on July
27, the upward trajectory was confirmed.

Finally, let us consider the projection for the Prospects Portfolio. Note here that the portfolio
bottomed on June 8 and each successive bottom has been higher than the previous one and
each high higher than the previous high collectively signalling a very healthy outlook. Currently
valued at R2 776 900, it is projected on its current performance to be worth R8.54 million in
five years time and R26.2-million in ten.
The Prospects Portfolio

I thought that in the light of the overall market
projections, it would be instructive to see what
ShareFinder projects for each of the companies in
the portfolio:
Capitec. AS the graph on the right suggests, the
immediate outlook is for strong growth, peaking in
mid-October before some year-end weakness and
then a recovery starting in December.
Coronation: Second graph; The market punished
this share excessively, and in my opinion overdid
it which is why in my own portfolios I have been
buying lately. If it falls further as ShareFinder
suggests is probable, then I will be buying further.
EOH: Third graph; Looks likely to experience
some weakness during October which could open
up opportunities to buy more of these shares.

Famous Brands: Graph overleaf; This
counter has done very well for investors since
we first bought it having increased 245% in
value. Currently experiencing weakness until
early September, this will present you with
another buying opportunity in the R120 to

R121 range. Thereafter ShareFinder projects that
the shares will continue in their powerful upward
trajectory.
Mr Price: Second graph on this page; The
outlook for this share is not particularly exciting
given the view among analysts generally that the
retail sector has become grossly overpriced
recently, particularly in the light of the very high
debt levels prevalent in South Africa.
Nevertheless, Mr Price has weathered credit
squeezes particularly well in the past and given
its cash-generative business model, it is unlikely
to suffer much in the immediate future. I see this
as a hold and an opportunity to buy during
January when the shares are projected to offer
some price weakness at around R234 a share.
MTN Group:
Third graph; There was
considerable pessimistic comment in the
financial press about this company’s exposure to
Nigeria’s economic woes resulting from the
collapse of the oil price and as a result the
shares took a tumble and allowed me to buy
heavily at the start of the year and again in the
past few weeks. I expect this share to bump
along the bottom for several months more
offering another good buying opportunity in late
January when a price of R196 might be possible.
As in the case of Coronation the market grossly
over-reacted to a pessimistic view in this case to
the Nigeria situation with the result that the
shares have been buyable at a remarkable
dividend yield of 5.4 percent. Given that the
average Blue Chip yield is currently 2.7 percent,
the implication is that the shares have the
capacity to double in price over the foreseeable
future.
Naspers: Fourth graph; On a dividend yield of
just 0.2 percent, the shares are massively
overpriced, particularly given that their principal
value lies in their holding in China’s Tencent
internet operation. The yield implies that the
market anticipates a ten-fold increase in
corporate earnings in the near future although
over the past five years dividends have actually
been growing at only 15.47% compound. To be
realistic, such growth must be seen as unlikely
when one looks at the current economic outlook
for China. I would accordingly be tempted to take
some money off the table here. However,
ShareFinder thinks it probable that the shares will
simply keep on climbing at compound 15% for the
foreseeable future.
Richemont: Fifth graph; This new addition to the
portfolio appears set to simply continue soaring.
Shoprit: Graph overleaf; The financial press is
surprisingly optimistic about this share arguing that it is both underpriced and poised for strong
recovery. ShareFinder, however, thinks otherwise and sees the price falling steadily until next June. I
have several times in the past considered dumping this share out of the portfolio but have stayed my
hand because it is, in my view, the best of the food retailers and does not deserve this treatment.

Shoprit is graphed in projection on the right. If
ShareFinder is correct the shares could fall to
R128 from a current R170 by June next year!
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.

