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Well we have all been confounded by the machinations of Jacob Zuma and it is certain
that a few more nasty shocks still await us before the dust is settled from the events of
the past week.
Notwithstanding the carefully-worded denials by reinstated Minister of Finance Pravin
Gordhan, rumours are still flying around that in his four days in office our briefly former Minister
of Finance David van Rooyen signed off the deals that were being blocked by his predecessor
Nhlanhla Nene. If there is any truth in that, further collapses of the Rand and our securities
markets would seem inevitable along with the probable demise of Zuma himself. And if that
were the case we would need to brace ourselves for months of turmoil as Zuma’s carefullyconstructed card castle of patronage inevitably falls apart taking down mayors and premiers,
departmental heads and ANC leadership people everywhere and, in the aftermath, the
scramble for power of would-be feeders from ANC-provided troughs.
Of course we also cannot ignore the opinions of the prophets of gloom who maintain that, like
the neighbour he much admires, Robert Mugabe, Zuma has so surrounded himself with
patronage that nothing but the complete destruction of the South African economy will see his
departure. But either way the outlook is bleak, made that much worse by the declining fortunes
of the Developing World in the face of a sluggish world economy and the imminent probability
this week of a US interest rate hike.
But there are some things to take comfort from. Let us start by noting that South Africa has not
been alone in this worldwide economic turmoil. It only seems so bad because at a time when
Developing Countries really need inspired economic leadership, we have a fool for a president
whose ignorant blundering has
exacerbated the problem. Thus I offer
you a relative strength graph which
tracks my Developing Market Index
relative to the Developed Market
Index highlighting the fact that the
Developing World has been in free
fall since early September. Happily,
however, the worst could be over
and, although there could be some
further weakness from now until late
March, ShareFinder’s usually very
reliable
artificial
intelligence
projections sense a good recovery
beginning in the second quarter.
That projection, moreover, compares
very favourably with ShareFinder’s
long-range forecast of where our Blue
Chip shares are headed in the
months ahead. Do, however, note the
divergence between the ultra-shortterm projection in mauve which sees
some further punishment for our
market between now and January 14
which is consistent with the political
outlook. However, both the medium-

term (orange) and long-term (green)
forecasts sense a steady recovery
between now and the end of July which
is consistent with the 2016 municipal
elections due to be held between May
18 and August 16.
Meanwhile, turning to Wall Street
(Topmost graph) the outlook for US
investors is arguably more problematic
than our own. It is clear that the
Standard and Poors 500 Index has
passed its peak and ShareFinder
projects that it will be steadily downhill
from here until the end of June with
recovery only beginning in the northern
hemisphere autumn.
The US long-bond market has also
been very volatile lately as my second
graph composite on this page
illustrates. Remembering that a falling
bond graph represents capital gains, it
is interesting to note that ShareFinder’s
projections, contrary to what is
expected as a result of the lead given
by the US Federal Reserve, suggest
that bond investors will be making
money with the average yield on a 30year bond likely to reach around 2.5%
by the end of 2016 from a current yield
of 2.95%.
Finally, turning to London, we see in
my third projection graph on this page,
that the brief recovery from April to
August market rout, is already over and
a downward trend is projected to last
until May before the market begins a
sideways to modestly upward trend.
In conclusion then, worldwide the probability is that share markets will be underperforming well
into the new year.
The Prospects Portfolio

The Prospects Portfolio has taken some short-term damage over the past few days as
evidenced by the third column from the left, but the overall decline of 3.8 percent has been
modest by comparison with what has happened to many of the market indices in the wake of
the Zuma wrecking ball. Overall, however the portfolio has done well since we launched it in
January 2011 with an original investment of R1-million to a current value of R2 434 907.

I have previously mentioned that if further
weakness occurred I would be prepared to
borrow to buy additional shares and I
accordingly did so, buying an additional
R100 000 worth of MTN last Friday in a
move that I suggested last month when I
argued that they were a worthwhile
gamble. I added the caveat, however, that
cautious readers might not be prepared to
take this chance.
Cautious investors might alternatively
consider Capitec which I have graphed on
the right which has been knocked because
the banks sector as a whole has been
downgraded by the ratings agencies as a
consequence of the overall downgrade of
South African sovereign bonds. Here,
however, ShareFinder projects that further
price declines are in store and I would
accordingly wait in expectation of a better
price.
Another share worth considering for those
willing to follow me into using borrowed
cash at this stage is Old Mutual (second
graph on the right) which ShareFinder
projects will recover in the next few weeks
but then decline to find bottom in early
March. Old Mutual has enjoyed a five year
compound average price growth rate of 24
percent and a comparable dividend growth
rate of 124 percent.
Finally, it is also worth considering Mondi
( third graph) which ShareFinder projects is
already on a steep recovery trail. Over the
past five years Mondi has enjoyed a
compound annual average dividend growth
rate of 50 percent which has resulted in a
comparable price growth average of 35
percent.
Turning to the performance of the Prospects Portfolio itself, ShareFinder projects in the graph
at the foot of this page that the decline is over for now with recovery continuing until the second
week of February followed by a decline until mid-April. Overall though there is a declining value
trend projected for 2016 which is only likely to change if the overall economic outlook for the
country improves significantly.

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.

