
Across the planet there have lately been ever-increasing signs of a world investment 
community determined to put doom and gloom behind it and get on with living. Thus, 
notwithstanding the fact that the EEC has simply kicked the Greek can further down the 
road without finding any long-term solution to the debt problem, investment markets 
reacted positively last week to the decision to lend the Greeks more money. 
 

Similarly, ignoring negative comments 
from people directly involved in the US 
fiscal Cliff discussions, Wall Street has 
been soaring lately. As illustrated on 
the right, New York’s S&P500 Index 
has been rising at 15% compound 
since June and in the past few weeks 
that figure has accelerated massively 
to 130%. London, is even more 
optimistic gaining at a rate of 16.6% 
since June and lately at a dramatic 
203%. 

Surprisingly, considering the fact that 
local consumer surveys suggest 
widespread pessimism among South 
Africans in all walks of life regarding 
their economic outlook for the coming 
year coupled with a distinct slow-down 
disclosed by the latest Purchasing 
Managers Index figures, the JSE is 
doing even better. The graphs on the 
right show how the JSE Top40 Index 
has been gaining at 33% compound 
and the ShareFinder Blue Chip Index 
has been achieving 34%. The logical 
inference must be that our market is 
being driven by foreign investors. 
 

Were that the case, however, one 
would have expected to see some 
Rand strengthening under the 
influence of an inflow of 
foreign currency. Sadly 
that is not the case as 
my  t h i r d  g r a p h 
composite illustrates. 
Since we entered 
“Strike Season” in 
August, the Rand has 
really come under strain 
losing value at an 
annualised rate of 34% 
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compound relative to the Dollar and an even more depressing 43% compound relative to the 
Pound.  
South Africa recorded a trade deficit of -21.188-billion Rands in October. Historically, from 
1957 until 2012 our Balance of Trade averaged -109.68-billion reaching an all time high of 10 
327.90-billion in December 2010 and a record low  this October. 
Usually a steady inflow of bond and share investment capital mutes our trade deficit, but it 
could not cope with a huge 27% or R4 313-million increase in machinery and electrical 
appliance imports. Furthermore, contrary to the view that the deficit reflected the consequence 
of the strikes, exports actually increased by 7.8 percent or R4.4-billion. However, assuming the 
increased imports reflect equipment for the 
new Eskom power stations as well as 
manufacturing equipment that will be used 
productively in the future, the problem might 
not be one to get unduly concerned about. 
 

On balance then, the probability of a market 
about face as public sentiment swings on 
some as yet unforeseen event remains 
relatively high but nothing immediate can be 
foreseen. ShareFinder’s projections are, in 
the circumstances, understandably confusing. While the Fourier cycle projections suggest that 
the present up-swing will continue until the middle of next year, the Mass indicator of volume 
accumulation/distribution pressure and the Velocity indicator of price momentum are both 
declining in anticipation of a market direction 
change. Furthermore, note my second graph, 
the number of blue chip shares achieving 
new price highs is falling and so is the 
number making new price lows suggesting 
the market is close to consensus on price 
valuation preparing the way for a cyclic   
upward trend in prices. In the circumstances, 
I have personally taken profits within my own portfolio in respect of a few relative 
underperformers and, having set somewhat opportunist buying prices for shares I desire, I am 
content to play a waiting game. So it is time to remind readers of one of the most important 
lessons of the market which is: “Never be an impatient buyer. Calculate your opportune price 
and stick to it” 
 

Prospects Portfolio 
Clicks fell below my target buying price of 
60 towards the end of November and I was 
able to buy R100 000 worth at R59.60 
which means that for now I have a complete 
portfolio which is continuing to well 
outperform the ShareFinder Blue Chip 
Index, growing at compound 32.4%. Our 
original investment of R1-million is now 
worth R1 693 285 and it is delivering an 
annual dividend of R37 191 which is also 
significantly beter than the Blue Chip Index 



average of 2.9% 
 

Underperformers 
Listed below are all shares which have been underperforming the Blue Chip averages in respect of price 
and dividend growth rates over the past five years. Note that all the shares listed below 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 



Top 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 that are listed immediately 
below. The shares listed in the second block below have been selected because of their investment 
grade quality and their very high dividend growth rate and superior investment safety. The second b;ock 
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 rate. These offer superior investment safety. The ten in the fourth block 
generally offer significantly higher price growth rates but at the price of a greater degree of investment 
risk: 



Unit Trusts 
The topmost 13 (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 rates which underscores 
the fact that it is very difficult ever to select consistently high-performing funds. Trusts with the lowest 



 


