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I began last month’s Prospects by observing how quickly things can change in a month
and, to my sorrow I have to again make that observation as President Jacob Zuma’s
machinations return to bite us badly once again.
How long, I ask myself, must this nation put up with a rogue element intent upon enriching itself at the
expense of everyone else and simply do nothing about it. It is mind boggling that this state of affairs has
been allowed to continue for as long as it has. So it is of little surprise that overseas investor impatience
is at an all time high. Thus, if those in control of the ruling political party cannot see that their inaction
has already cost them control of most of the major municipalities and will in all probability cost them the
next general election, those who decide the future course of our economy have already begun to take
action.
The Chief Investment Officer of Futuregrowth Asset Management, Andrew Canter, has announced that
he will stop lending money to six of South Africa’s largest state companies because he is concerned
about how they are being run and because of government infighting and threats to the independence of
the finance ministry. Futuregrowth Asset Management, Africa’s biggest private fixed-income money
manager with some 170 billion rand in assets has shelved plans to lend more than 1.8 billion rand to
three state companies. It will only resume offering loans and rolling over existing debt once it has
determined that proper oversight and governance has been restored. Futuregrowth’s decision was
shortly followed by Denmark’s Jyske Bank. Rune Hejrskov, senior money manager at Jyske, was
reported as saying he could easily see more lenders follow suit, especially with the discord between
President Jacob Zuma and Finance Minister Pravin Gordhan; more governance issues showing up and
the influence of the Gupta family.
Investors who were around in the 1980s have painful memories how Chase Manhattan Bank’s
chairman Willard C Butcher pulled the plug in similar fashion on the National Party by very publicly
stating that his bank would no longer lend to South Africa. In rapid succession a whole host of US
institutions followed suit and within days the country was forced into declaring a debt standstill. The
consequence was soaring interest rates, five years of capital repayments which plunged the
country into deep recession and precipitated the end of Apartheid.
The next few days will show whether Andrew Canter’s lead will be followed by other major lenders, but
with SAA signalling that it needs R16-billion to keep on operating beyond mid-September, it is clear that
a major crisis looms which could severely impact the Rand over the next few weeks. For what it is
worth, the cyclic outlook for the Rand is projected to continue weakening at least until mid-month but
the long-term outlook is for a recovery through to December; a scenario which should allow the current
standoff between President Zuma and his Finance Minister Pravin Gordhan to play out properly. The
pessimists have it that Gordhan will go in the next few days in a Cabinet reshuffle but the optimists
believe a significantly weakened Zumu will be blocked before he unleashes such a crisis. We shall wait
and see.

Meantime, the outlook for the JSE as a whole is understandably troubled as illustrated in my graph
below with the all share index trapped in a pennant formation which implies an imminent dramatic
breakout. Given the political uncertainty of the present and the growing certainly of a ratings agency
downgrade to “Junk”, the probability of a downward break is growing more certain by the day. So it is
interesting to see that while ShareFinder’s short-term projection in green suggests a downward break,
the medium and long-term projections see further gains at least until early November:

In sharp contrast to the trajectory of the Rand and the stock exchange as a whole, Blue Chip shares
have been holding their own. Here, ShareFinder senses a downward break beginning almost
immediately and continuing down until late December. However, the upwardly-curving long-term
projection ( in green becoming red as it moves into the future) confirms that the index is still in a longterm up-cycle and is accordingly likely to react favourably to any good news. The yellowish-green trend
line indicates the ultra-long-term trend which remains solidly upward at 22.5 percent compound.

Strategy summary
In times of great uncertainty...and we have that in spades at present with both international and local
markets looking toppy before we even consider the machinations of the ANC government, it is always
wise to try and create as much cash as possible so that we can move quickly to exploit each
opportunity that arises. So let us start by highlighting the underperformers in the Prospects Portfolio:

The Prospects Portfolio

The best performers in the portfolio remain Naspers, Famous brands and Capitec with gains of 598,
311 and 238 while Mr Price, given its latest cautionary, has slipped into a long-term growth total of just
201 percent while, as I have noted before the underperformers, MTN and Richemont are lightly
weighted and have accordingly not impacted too seriously upon the performance of the portfolio. For
some time I have pondered whether we should according dispose of MTN which remains a problem

child in the portfolio with ShareFinder’s medium-term projection suggesting that price declines are
probable until early November by which time the shares could have lost a further 20percent in value to
bottom at around R100. In the short-term, however, note the pale green projection in the composite
below, a recovery to around R140 appears possible around September 26.

All ShareFinder’s long-term indicators, suggest that MTN’s phase of pain is over and that a long-term
accumulative phase has begun. This accords with reports that suggest that within the company a new
phase of innovation has been gathering strength which is likely to set it ahead of its rivals in the years
ahead. On balance I would accordingly suggest that those who have steadfastly held onto the shares
throughout this period of pain, might do well to hang on for the longer term, noting that the capital gain
tax costs of selling at this stage would outweigh the strategic benefit of a short-term sale in anticipation
of further short-term losses.
Noting that we have accumulated cash in the portfolio, I am looking to buy AVI if it reaches the R84 to
86 range that is projected by ShareFinder in the green short term projection in the graph below. The
company has enjoyed dividend growth of compound 45.1 over the past ten years which has in turn led
to a compound annual average price growth rate of 21.69 percent resulting in a Total Return annually
of 25.02 percent. ShareFinder projects that in a year from now the shares should stand at R100.

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:

JSE Blue Chips to consider:

Top London Stock Exchange Performers:

Top New York Performers:

Top Australian Performers

