
We could hardly have had a worse start to 2016. Though the market had been 
weakening steadily since mid-April, it has now accelerated sharply which has cost the 
Prospects portfolio a bitter 16.4 percent from its April peak value of R2.94-million and 
has pulled down its annual growth figure to 27.7 percent a year. 
That figure, however, is still a healthy level above the 24.1 percent compound annual growth rate of the 
ShareFinder Blue Chip Index and the 8.5 percent compound rate achieved by the JSE Top 40 Index 
over the same period so if you are a follower of our advice you are still doing well. But that is no reason 
to be complacent. You need to take action NOW to protect your personal wealth! 
South African investors are inevitably mired in gloom and with good reason fear that the current spate 
of bad news is just the beginning of a downward spiral that is taking the country to banana republic 
status under the gross mismanagement of the ANC. And indeed we all have much to fear. The 
economic crisis brought about by years of mismanagement and theft of public funds has left the country 
in such an overborrowed state that the ratings agencies will, barring a miracle, shortly downgrade our 
sovereign debt to junk status with all that implies: the forced withdrawal of overseas pension and 
insurance funds whose mandates preclude them from holding such bonds, the consequent forced 
upward movement of interest rates as the country tries to roll over its current debts and, with doubts 
whether Minister of Finance Pravin Gordhan will be able to construct a balanced budget in view of the 
multiple crises in State–owned utilities like Eskon and SAA which between them require almost as 
much in refinancing capital as is required to run the entire annual budget, not to mention President 
Zuma’s latest promises of a National Health scheme and to the “Fees Must Fall” movement  together 
with the uncontrolled demands of a rapacious civil service. 
There are, however, a few positives amid the gloom. Though political observers have concluded that 
Jacob Zuma is so firmly ensconced in control of the ANC that there can be little hope that the “JZ Must 
Fall” movement has any grounding in reality, there can be little doubt that the Minister of Finance 
musical chairs debacle has weakened him. Furthermore, his very invulnerability within the ANC 
thus threatens the long-term viability of the party itself. Even if only half the rumours of major splits 
within the party are true, it must be increasingly clear to all that its grip on the major metropoles in 
the coming municipal elections will be substantially weakened. Indeed, the loss of one or two major 
metropoles must call into question whether the party will be able to govern at a national level for much 
longer.  
Add to this the impact of the major economic crisis that will undoubtedly sweep this country as the Rand 
collapses and the prices of vital food staples soar in the face of our own drought-stricken inability to 
produce sufficient, and one has to conclude that change is on the way.  

Inevitably then, many readers will now be wishing that they had taken my consistent advice over the 
past few years to take advantage of their right to invest abroad. And many more will be considering 
doing so now before it is too late, particularly so if you read my December issue of The Investor in 
which I pointed out that ShareFinder 6-generated model portfolios are now available with historic total 
annual returns of 278 percent in respect of the London stock exchange and 209 percent in respect of 
New York compared with 145 percent which is 
the best we can offer in South Africa. 

However, if you are considering buying into 
these markets it is very important to study the 
projection on the right of the London Stock 
Exchange which has been falling since May 
last and is projected by ShareFinder to 
possibly bottom in May next. Both London and 
New York have been coming down steadily as 
a consequence of the global downturn. That 
trend has, furthermore, accelerated since the 
New Year with increasing evidence that China 
is in grave danger of an economic hard 
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landing. New York, on the right, is 
similarly projected to continue falling for 
the entire first half of the new year. 
Accordingly, you should not be in any 
hurry to buy into these markets. 

On the other hand, however, my following 
graph composite offers a chilling 
commentary on the Zuma years indicating 
that the Rand has been falling at an 
annual rate of 19.6 percent relative to the 
US Dollar each year since January 2011 
and at 17.9 percent compound relative to 
the British pound. The implication is that 
the Rand is halving in value every three 
and three quarter years: i.e. that it will cost 
32 Rands to buy a Dollar in September 
2019. 

Thus your clear strategy for 2016 is to 
move as quickly as possible to send 
offshore as much of your capital as 
you can possibly afford, but not to 
rush into any particular purchases. 
Arrangements to send money offshore 
must be done via your bank but if you 
would like to open a  Saxo stock broking 
account which can deal on these and 
other overseas markets, an e-mail to our 
associate Kylie Jerg: Kylie@banyan.co.za 
will ensure that you are sent application 
forms and details of what you need to do. 

Here I should add that with the completion of the ShareFinder 6 programme which gives investors access 
on all of the world’s major stock exchanges in the self-same layout as you have been used to in respect of 
the South African market, we will be expanding the coverage offered by Prospects to, initially, cover 
recommendations in respect of the London and New York stock exchanges. Since this service will also in 
future be coming from ShareFinder International in Grand Cayman, as will the management of the 
ShareFinder 6 programme itself,  subscriptions will accordingly be charged in US dollars at an annual cost 
to you of $40 which approximates to R640 a year. (Please note that this is the first subscription increase in a 
decade)  

For those of you who, however, elect to pay annually by credit card, we will hold the yearly subscription to 
R600 for the next year. Those who have already paid their Prospects subscriptions at the old annual charge 
will be credited with a subscription as if they had paid the $40 annual charge. The Prospects 2011 portfolio 
will continue to be managed entirely in South African terms, but we will be adding a second International 
Portfolio which will, in the initial stages, confine itself to an equal spread between the London and New York 
exchanges.  

The Prospects Portfolio 

The Prospects Portfolio value this week stands at R2 459 443 offering a “Total Return” of 33.36 percent . 
Judging from ShareFinder’s artificial intelligence projections, the most vulnerable shares within it at the 
current time are Capitec, Coronation, EOH and Shoprit, but this is no time to be dumping shares unless you 
need to raise capital for transfer overseas. 



Considering the ShareFinder projections below for the Prospects Portfolio and the ShareFinder Blue Chip 
Index, it is clear that the worst is over for the Blue Chips but the greater volatility of the abovementioned 
shares in the portfolio means that it is vulnerable for the March to May period. Here the important thing to 
remember is that the portfolio is built upon high quality blue chips which are generally looking cheap right 
now and delivering superior dividend growth.  If you did not get out last April when we argued that a 
challenging period lay ahead, now is too late. It is now time to “vasbyt” waiting for recovery to come in the 
second half of the year. 

Within this portfolio, the most challenging 
counter is MTN whose stance in Nigeria has 
exacerbated its outlook; note the graph 
projection on the right. Here it is important to 
understand that of all South African companies 
with major offshore exposure, MTN is arguable 
the most adept at operating in challenging 
economic situations where it has demonstrated 
considerable skill in achieving high returns 
from taking calculated risk. Thus in Nigeria it 
has opted not to accept the concessionary 
terms of the outrageous fine that has been 
levied against it and rather to go head to head 
in the courts. ShareFinder projects that the share is likely to achieve price stability at around R110 as shown 
in the graph on the right as it positions itself for an upward leap in the second half of the year. In the 
meantime, its dividend yield of 10 percent should offer considerable comfort to shareholders. 

Similar thoughts should be ascribed to 
Coronation which is similarly standing at an 
historic dividend yield of 10 percent and with 
corporate earnings continuing to rise at a 
compound annual average rate of 34.8 percent 
over the past decade, there is no reason to 
expect that the over time the shares will not 
continue to dazzle in respect of growth once 
the current spooky market is behind us. The 
graph projection on the right sees stability 
returning at around R32 as they attempt to 
build a base for future growth between 
February and May. 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

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 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. 



 
Top New York Stock Exchange 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 su-
perior 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: 
 



Top London 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 in-
vestment safety. The second block of ten offer significantly higher dividend growth rates but at the price of a great-
er 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: 



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. 


