
Uncertainty is the order of the day throughout the investment and political worlds and, 
above all, markets dislike uncertainty. So it should surprise nobody that share markets 
has been declining steadily since early June and are projected to keep falling at least for 
the next few weeks. 
For the bold, such times clearly present buying opportunities: times to buy shares at 
discounted prices. And I have accordingly been buying in London in the wake of the massive 
pessimism of the Brexit vote. Here, in South Africa, I judge that it is not quite time to be buying  
in keeping with the purple projections of the ShareFinder Blue Chips and the JSE All Share 
Index in the graphs below and so am keeping my powder dry for the end of this month. 

Happily, as I predicted, London’s Financial  Times Index rebounded strongly after the initial 
panic of the Brexit vote had subsided as is clear in the second of the two-graph composite 
below, but from here on in it is likely to move sideways to somewhat weakly in the weeks 
ahead both in the short (purple projection) and the red (medium-term) projections. 
New York’s S&P500 Index similarly rebounded strongly in the aftermath and is now projected 
to keep on rising both in the short (purple projection) and the medium (red) projections. 

All of these projections have, as I have frequently reminded readers, become increasingly 
accurate over the years as ShareFinder has learned from its previous projections, constantly 
reviewing its parameters whenever an error call has been made, to the extent that the running 
average over the past 12 months has now reached an accuracy rate of 92.14 percent. So one 
can be reasonably confident that what you see on these graphs has a better that 9 out of ten 

July 2016 

PROSPECTS 
The Richard Cluver Investment Newsletter in continuous publication since 1987 



chance of happening as predicted. 
Meanwhile in the currency markets, an interesting thing is happening. The topmost graph in 
the composite below illustrates the fact that since January the Rand has been gaining strength 
relative to the US dollar at an annualised rate of 24.6 percent as investor capital has flowed 
strongly into this country in search of the higher yields our bond market has been offering 
northern hemisphere pension funds. Similarly, funds were flowing from the US to Britain at an 
annualised rate of 18.1 percent. But all that turned dramatically around on June 23 as the 
pound/dollar rate fell after the Brexit vote: 

Strategy summary 
It is thus clear that outside opinion of South Africa is relatively more positive than the prevailing 
mood within this country but on the basis of market projections it would probably be unwise to 
consider committing to the market until after the August municipal elections are over.  
 

London is similarly likely to trend downwards until late September at least when, following the 
annual Tory conference, it appears likely that markets there will likely regain their sense of 
direction. 
 

The US, however, looks set for continued growth as a consequence of the steadily changing 
mood of the US Federal Reserve which earlier this year was making very positive sounds 
about beginning to gradually raise interest rates. Realistically though raising bond yields in the 
US has always seemed an unlikely course given massive government indebtedness and the 
cost of servicing that debt in the face of rising interest rates. Now, the growing realisation that 
rates will stay down for the rest of this year at least, is proving positive for share markets. 
The Prospects Portfolio 

The graph above makes it clear how well this portfolio has performed since its inception in 
January 2011, rising throughout at a compound annual average rate of 24.4 percent until 
global weakness and a sharply weakening Rand together started pulling it down in April last 
year. Since mid-January this year it has again, however, resumed its prize-winning pace, 
surging upwards at a compound average rate of 67 percent. However, the projections senses 
that a more torrid time lies ahead for the portfolio with declines likely entirely until next April. So 



is it time to trim away some of the riskier counters within the portfolio? Let’s consider the current portfolio. 

ShareFinder projects that the best performers over the next 12 months within the portfolio will be Naspers, Mr 
Price, Italtile and EOH while it sees negative trends ahead for Capitec, Richemont, Famous Brands and MTN. 
Coronation is projected to move sideways in the months ahead.  
I dealt with MTN and Richemont in the previous issue noting that both offer way above average dividend growth 
rates which help to satisfy the portfolio mandate of achieving both above average price and dividend growth rates, 
further, noting that MTN has now significantly cleaned up its act with board and management changes and has 
resolved the Nigerian fine issue. It is also interesting to note that MTN directors have been net buyers of nearly 
R50-million worth of the company’s shares since the end of June, suggesting that they know something that will 
move the share price upwards in the months ahead. 
The converse is true of Capitec where directors have been net sellers of nearly R60-million worth of shares. 
Moreover the consensus of the broking community is that the share is a sell.  
 

Thechnical analysis of the Capitec chart notes that a wedge formation is in place that hints at a share price break  
within the next eight weeks. Here, however, there is a clear confusion of signals. The red short-term Fourier 
projection senses an immediate price upward breask while the orange medium-0term projection senses a 
continued downward trend. Note also that the second half of the year is generally marked by weakness in 
Capitec’s case.  However, Capitec’s interim report is due out during the next eight weeks and so I would be 
tempted in this case to do nothing until I have seen it.  

Capitec’s critical fundamental statistics appear below where it should be noted that figures in green denote that 
the bank offers an above average total return of 26.47% though the dividend growth rate has slowed from a ten 
year average of 38.86% to 31.25% over the past five years. But note also that relative to its peers, ShareFinder 
rates the share as “costly” implying the need for a price correction. 

 
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: 



Top New York Performers: 



Top Australian Performers 


