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As you read this, I am at sea on the opposite side of the planet in my customary annual
break and so, as always at this time, this is the last issue of Prospects which will
include my comments until I return in late June. Accordingly I am as far as is possible in
these politically and economically challenging times, attempting to take a longer than
usual look ahead.
As I was writing this issue, Parliament had dismissed the process of impeachment of President
Jacob Zuma and, if reports were to be believed, the governing party was in total disarray
following the Constitutional Court ruling that the President broke his oath of office over his
handling of the Inkandla affair, the news had just broken of the Panama Papers disclosing that
the President’s nephew Khulubuse Zuma had been attempting to squirrel away family money
in an offshore tax haven, and two of the ANC top six were accused of contempt of court over
their attempts to dismiss the gravity of the Constitutional Court ruling. It is, in other words,
arguably one of the greatest constitutional crises this country has ever faced and its long-term
implications are difficult to foretell. Remarkably then, the recent progress of the Rand has been
surprisingly strong, implying that foreign investors and those who trade with South Africa have
been viewing this watershed as positive and a portend of better things to come:

The mauve projection is ShareFinder’s usually most accurate short-term view of what is likely
to happen to the Rand, suggesting that it could strengthen to R13.96 to the US dollar up to the
time that this newsletter is normally released for publication on April 15. However the mediumterm view is the complete opposite sensing a weakening until April 20 followed by steady gains
until the Rand reaches its strongest point of around R14.33 to the Dollar at the end of July. The
long-term trend depicted by the smoothly-curving green line that turns red as it reaches into the
future, notes that, notwithstanding the current recovery from a grossly oversold position, the
Rand is in a long-term weakening cycle.
How this all plays out into the future is calculated in my next graph with the mauve trace
depicting likely short-term swings of the Rand and the curving red long-term line projecting that
real recovery of the South African economy will only begin towards the end of this year.
Viewing the orange projection suggests that R13.8 to the dollar is possible by February next.

Furthermore, the good news does not end there. ShareFinder’s projection of our Blue Chip
Index sees an acceleration of the long-term up-cycle with Blue Chips likely by mid-August to
reach the peak last seen in early November. However it could be downhill from then until
December:

Meanwhile US Blue Chips which had been recovering strongly since mid February, turned
down last week and ShareFinder senses a protracted down-trend from here on in to the end of
next year as reflected in my graph below.

Like South Africa, London’s outlook is also a little more promising initially, but from the end of
July onwards the best that can be expected is a sideways trend:

Like South Africa, the Australian market which has been trending down since mid-March, is
projected to begin recovering in early-May and then to recover strongly until late September
whereafter ShareFinder currently senses the probability of a protracted downturn. While
Australia is not subject to the same political problems as South Africa, its economy is largely
driven by primary mineral exports and is consequently generally expected to somewhat mirror
South Africa:

Strategy summary
While the currency risk for South African investors has continued to abate, it is important to
recognise that the improvement is a relative thing. If ShareFinder’s usually reliable projection
system is correct, then as pictured below, Rand recovery will by the end of this year have
taken us back to the 30-year trend which I have emphasised by drawing in an orange least
squares fit line that makes it clear that for 30 years the Rand has annually lost value by a
compound annual average rate of 6.2 percent relative to the British Pound. While that is
immensely better than the 12.9 percent represented by the mauve trend line that speaks of the
Zuma years, it still means that the Rand loses half its total buying power every 11 years.

Add that 6.2 percent to the Total Return of 14.88 percent offered by British Blue Chips and we
are left with an absolute growth of 21.08 which might be reasonably expected from a UK
portfolio. Compared with that, the Prospects portfolio, which by any standard has beaten every
commercially available South African portfolio, is currently offering a compound annual
average growth rate of 20.4 percent ( though to be fair the trend line in the graph displayed
below is rising at 26.1 percent). Thus it follows that London with its far greater security actually
offers on average a better total return, supporting my argument that Prospects readers should
move offshore all the funds they can reasonably afford to do and to that end I urge you to
make use of the facility we have created with our associate Kylie Jerg of Banyan Capital on
Kylie@banyan.co.za.

The Prospects Portfolio value has now achieved an overall gain of 210.7 percent above its January 2011
inception value offering a “Total Return” of 30.58 percent.

The Prospects Portfolio
Underperformers with regard to long
term dividend and price growth in the
Prospects portfolio remain Naspers and
Shoprit, the latter as can be seen in my
topmost graph on the right, having been
trapped in a steadily declining pennant
formation for the past three years and
ShareFinder is now projecting another
steep price decline for the months
ahead. I have held onto this share
because of its strong defensive
reputation, but now is probably the time
to dispose of it.
Naspers, second graph, is however a
horse of an entirely different calibre.
Though dividends have in this case been
rising at an unimpressive 14.73 percent
compound rate for the past five years,
the reality is that Blue Chip dividend
growth rates have all been rising more
modestly in recent months. Furthermore,
driven by Naspers’ overseas investment
performance, the share price has
performed
admirably
delivering
compound 40.3% over the past five
years. The price outlook is, as
ShareFinder projects in red, still
attractive at least until September and so
I still see no reason to replace this share.
As a replacement for Shoprit I have
pencilled in an old favourite which has
been part of the portfolio in the past,
Italtile which has weathered the local
economic malaise very well and
continues to deliver dividend growth at
compound 59.6 percent and price growth
at 23.3 percent. I will buy it on the
ShareFinder-projected pullback to R12
later this month:
Top Performer Lists
In the pages that follow we publish lists of the world’s top-performing shares which, we submit,
should form the bulk of your investment portfolios in their respective countries or as suggested
replacements for any in your portfolios that are achieving lesser growth rates than the
ShareFinder Blue Chip average growth rates which head the lists.
The shares listed in the first block of each list have been selected because of their investment
grade quality, their very high dividend growth rates and superior investment safety. The second
block of ten offers significantly higher dividend growth rates but at the price of a greater degree
of investment risk. The shares listed in the third block 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:

South African Top Performers

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:

