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The market shake-up has been a long time coming! So much so that quite recently I was
beginning to wonder whether we might somehow just scrape through without one. Then
came a Spanish bond auction that failed to attract enough bidders, followed by less
than optimistic US jobs figures and suddenly we were in the midst of sharp declines.
Markets worldwide have been
coming off quite sharply. So now
the only real issue is whether this
is likely to be a short or long
market contraction? Insofar as
technical analysis studies are
concerned, the Fourier
projections on the right make it
clear that it would be wrong to
anticipate any early recovery.
The general indices of most
international share markets
present similar projections to
these.
The odd man out is, not surprisingly, the relatively small category of shares that conform to my
own definition of a Blue Chip. As you can see in the third graph of the composite above, Blue
Chips are projected to go against the trend and continue rising in value in the months ahead as
investors move their money away from risk.
It is a point which explains the
apparent anomaly of two
divergent local indicators which I
have recently pointed to in my
Richard Cluver Predicts column.
To refresh your memory, I offer
you the latest status of our own
High/Low Indicator together with
the Blue Chip projection. Notice
particularly the expanding
pennant formation which I have
highlighted in the upper graph
which highlights the fact that
since December all the shares which collectively make it onto the ShareFinder Quality List, i.e.
not just the Blue Chips, have been achieving much higher new highs and simultaneously much
lower new lows. It speaks of a classic Bulls and Bears tug-o-war situation where the optimists
refuse to see the dangers ahead while the pessimists can see no good ahead. Meanwhile the
moving average line which switches from red to green as we move into a future projection,
senses that in the immediate future the pessimists will win this round with, already the latest
new high recorded on March 30 coming in significantly lower than the last peak recorded on
March 14.
All of which adds up to the view that we are likely to see markets as a whole at best going
sideways until mid-July at least and possibly later in the year, So, if you have been taking my
recent advice to tidy out the underperformers from your portfolios and have as a consequence

accumulated a war chest of cash, the next few months should offer some interesting buying
opportunities.
Our Portfolio
Happily, while the market as a whole has been headed south, the shares in our Prospects
Portfolio have been racing ahead as if there is no tomorrow and are now up 35 percent. The
top performers continue to be Mr Price, Shoprit, Pinnacle and Famous Brands though the
latest purchase, Kumba, is struggling to get off the starting blocks: not really surprising since it
is the commodities sector that is taking the most strain currently.

L o o ki n g a t t h e p o r t f o l i o
collectively, the graph on the right
traces its recent performance and,
although Fourier projection is not
an exact science, I note with some
concern that the projection sees
even this portfolio running out of
steam in late July.
To attempt to see which shares in
the portfolio are creating this
negative projection, I created the
two composites on the right
below.
One would have expected that by
projecting each of the shares in
the portfolio one would see one or
two making dramatic plunges in
order to have the composite result
depicted in my portfolio graph. As
it is, however, the potentially weak
men in this team appear to be
Massmart, Kumba and ABSA and
so we will have to be extra vigilant
with those three in particular in the
weeks ahead.
In the meantime, however, I am
content to sit on the sidelines with
the portfolio as a whole watching
good dividends coming in and
using them to accumulate cash
t o wa r d s a f u t u r e b u yi n g
opportunity.

Please note there will be
no Richard Cluver Predicts
column this Friday...I will
be out of town

Underperformers
Listed below are all shares which are underperforming the Blue Chip averages in respect of price and
dividend growth rates over 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, like for example Growthpoint, 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 over five years. Here you can see that only Fairvest with a total return
of 22.78% actually beats the Quality List average. The “Likely Date” and “Likely Price” columns here

project the probable market low.

Top Performers:
Though I have observed that now is in most cases not a good time to be buying at the start of

Unit Trusts: The data below ranks unit trusts that have been in existence for at least ten years.
They are ranked in terms of the best performance over 10 years (Full) 5 years (Half) and the past
year. Trusts with the lowest Risk number are the least price-volatile.

