
Well the bear market that ShareFinder and I have been predicting for months came up 
on time exactly as I said it would ...and the days ahead look ugly for those who did not 
heed my warnings. So what does the future hold? 
Once again, I will start this month with New York’s most representative index, the S&P500 
where, as you can see below, things turned even uglier that I had foreseen: 

At its worst, New York was down 10.94 percent from its May 21 peak and it is now 
attempting a last gasp recovery from an unduly oversold position. But, as ShareFinder’s 
projection shows, the recovery is unlikely to amount to more than 4.5 percent by the end of 
October when the next downward leg of a protracted bear market is likely to begin. At this 
stage, the projection sees New York headed down until August 22. 

Meanwhile, London’s FT100 Index (left above) is looking similarly ugly following the steep 
August plunge with projection seeing declines at least until mid-May next year while Tokyo’s 
Nikkei (above right) offers the same woeful picture. And indeed all the world’s major markets 
are in steady decline, heavily underscoring the old adage that when Wall Street sneezes the 
rest of the world gets pneumonia. 
Here at home we are suffering the perfect storm that has long awaited us as overseas 
investors withdraw their money taking us ever closer to a Junk rating by the ratings agencies 
which will make it drastically more difficult and much more expensive to raise money to fund  
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the SA Government’s fiscal deficit which, up to now has been met from borrowings which have 
in turn been raising our debt to GDP ratio. This latter is, furthermore, the prime reason why the 
ratings agencies have been downward-revising our borrowing status. And now, of course, but 
for a statistical issue we are in technical recession which raises question marks about 
Government’s ability to collect the tax revenue it needs at a time when consumers already face 
new constraints of increased taxation and raised interest rates which will further restrain their 
ability to spend, thus further comprising our ability to achieve economic growth and further 
worrying the ratings agencies. 
In my student days we used to sing a song about the Oozlum bird, a legendary creature which,  
when startled, would take off and fly around in ever-decreasing circles until it managed to fly up 
itself; disappearing completely. Other sources state that the bird flies backwards in order to 
admire its own beautiful tail feathers; so it does not know where it is going. In both senses I am 
reminded of the current ANC administration which is without effective leadership. 
In such circumstances it is very hard to be optimistic about the future of our investment 
markets. However, as I illustrated in my Predicts column recently, notwithstanding the 
appalling way our economy is being run our Rand is doing better than the Australian dollar 
which has been falling in value at 23.1% compound for the past year while the Rand has been 
falling at just 18.1%. Furthermore, Australian shares fell 12.25% at their worst point on August 
25 while our own All Share index fell just 10.26 percent. 
Nevertheless, the outlook for the JSE as a whole is hardly to be viewed with any sense of 
optimism with the All Share Index likely to continue falling at least until next June as projected 
in my graph below: 

Happily, against this background of gloom and doom, the ShareFinder Blue Chip Index 
continues to look relatively healthy though on present projections it is likely to take until early 
2017 to get back to the levels we last saw in April this year: 



The Prospects Portfolio 
Turning to the Prospects Portfolio, here it looks as if the worst if already behind us with the 
portfolio projected to recover for the next eight months at a compound annual average rate of 
11.8 percent.  

If you examine the portfolio analysis below, you should note as well that, within all the gloom 
and doom that we are experiencing, here is the happy news that the compound annual 
average growth rate of dividends over the past five years is 32.34 percent implying that the 
R54 510 delivered by the portfolio over the past 12 months is likely to grow to R221 903 in five 
years time and R902 833 in ten. Furthermore, with a valuation this week of R2 537 554 
compared with its January R1-million inception, it is likely to grow to R7 037 050 in five years 
and R19 514 709 in ten. 

The worst performer is MTN which is 
down 16.2 percent since we bought it in 
December last year. However, as the 
projection on the right suggests, the share 
is likely to move sideways to modestly 
upwards from here on in. Meanwhile it is 
delivering an attractive 6.3% dividend 
yield compared with a Blue Chip average 
of 2.6 percent which implies a massive 
potential for price recovery once the 
market wakes up once more. 
 
The only other share in the portfolio which is currently projected to continue falling is Mr Price 
which, like the rest of the retail sector, is being battered by investor perceptions that our 
massively indebted public will not have enough spending power in the foreseeable future to 
enable this former market darling to continue its profitable past. However, its cash-strong 
business model has stood the test in the past and I would be surprised if it did not again in the 
future. 



 

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 sig-
nificantly 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 bet-
ter. 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 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. 


