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I know I have addressed this a few times before lately, but the dominant question in
most South African investors’ minds right now is clearly “How long will this bear market
last?” Well the good news, if ShareFinder’s projections of the JSE All Share Index in the
graph below are correct, is that we have already seen the worst and it is all up-hill from
here.

As the bold red line on the graph above makes clear, the January 20 low point linked in to a
critical multiple set of graph turning points to form a very solid support line. Ironically then, the
ShareFinder Blue Chip Index contains a similar though rising support line but here, if my
software is correct in its calculations, a fresh bear trend is set to begin in the last week of July
setting in motion four months of declines which could take the index to its lowest level of
the year in early December. This is highly unusual for in all the years that I have been
using the ShareFinder system and its artificial intelligence-created data projections, I
have never seen the Blue Chip Index taking a more pessimistic view of the market than the
JSE All Share Index.

Going one by one through the projected moves of individual blue chip shares suggests that the
weakness could come from retailers like Truworths but not Mr Price which by then appears
likely to be on the recovery trail after a torrid first three quarters, and the big banks like
Standard, but more about that when I get to an analysis of the Prospects Portfolio.
Meantime, if you have taken to heart my recent recommendations that you do your best to
transfer as much cash as you comfortably can to an offshore account in order to take
advantage of the greater growth potential there, let us now turn to the foreign markets:

New York
US markets as represented by the
S&P 500 Index on the right, have
taken considerable strain since
early November down 14 percent
since November 4 and, by
ShareFinder’s projection, likely to
continue falling until early July by
which time the decline is likely to
be at least 18 percent. Even
worse, ShareFinder calculates that
the tech-heavy Nasdaq could lose
as much as 26 percent from its
July last year peak to a low next
August….the
consequence
of
rising US interest rates.
London
The current projection on the right
for London is only a little more
optimistic
with
ShareFinder
calculating that the FT100 Index
will bottom in early May at which
stage it could well be down 26
percent from its peak at the end of
April last year.
Currency risk
Finally, my third composite on the
right projects the likely trends of
the Rand against the Pound and
against the US Dollar with the
implication that the Rand is likely
to be at its strongest relative to the
Pound on February 18 and
relative to the Dollar on February
22 and again on March 25, but no
significant weakening is currently
projected.
Strategy summary
Thus we have the beginning of an
investment strategy which assumes that the current short-term JSE recovery will provide a
good exit point around the end of this month. If you fail to act on that your next exit point is
likely to be in early June while the theoretical ideal date to enter the London market will be May
3 and New York on July 1. Thus I reiterate my comments from last month that if you wish to
avail yourself of it, you can both easily move money overseas and open a London or New York
Saxo Bank share trading account by contacting our associate Kylie Jerg of Banyan Capital on
Kylie@banyan.co.za. I know that most of us do not like to contemplate it, but using the Banyan
facility will, furthermore, enable you to bypass the problem of your heirs being obliged to
employ the services of a British lawyer to probate the account—and pay British death duties—
in the event that you should die.
Here, it might be useful to point out to readers that since September 2012 I have managed a
London investment portfolio on behalf of a number of South African clients. Since that time,
compared with the FT100 Index which has averaged growth of 3.9 percent a year, our London
portfolio has averaged 12.25% compound to which you need to add the multiplier effect of the
Rand having lost 18.7 percent a year giving investors in this portfolio a Total Return of 30.95

percent excluding re-invested dividends. As far as I can determine this has been the best
return achieved by any portfolio service available to SA investors and, if you need convincing
that overseas returns are better than those achievable in SA, it should be contrasted with the
27.3 percent that the Prospects portfolio has delivered to local investors annually over the
same period.
The Prospects Portfolio

The Prospects Portfolio value this week stands at R2 436 407, down from last months value and offering a
“Total Return” of 28.43 percent. Happily, after its good results posted this month Capitec is no longer a
vulnerable share with the price projected to gain until late April. Coronation is also showing potential to
continue its short term gains at least until late March. EOH is likely to experience some short-term
weakness in April but its longer-term outlook is for continued gains. Similarly, MTN seems to have got over
its worst period and steady gains are projected until the end of July. Naspers too is looking good for the
foreseeable future. Richemont should trend upwards until September though some end of year weakness is
projected.
Among the weaker shares in the portfolio at present is Famous Brands should, in the short-term, gain
significantly, but the longer-term outlook is not so promising. Similarly, Mr Price looks set to decline steadily
until late September while Shoprit, though set to recover until the end of this month, currently does not look
too promising for the rest of the year.

Considering the ShareFinder portfolio graph above, the current recovery trend that began in mid-January
appears likely to be over by late March following which a quite sharp decline is envisaged until the
beginning of May before the next recovery is set to begin. Those of you who are not too troubled by Capital
Gains Taxation issues might thus consider getting rid of the most vulnerable shares, Famous Brands, Mr
Price and Shoprit, particularly so if you are seeking to raise cash for an offshore portfolio. Note their
comparative price and dividend growth underperformance tabulated below relative to the Blue Chip
averages.

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.

Top London 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 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:

Top New York 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:

Top Australian 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:

SA 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.

