
Recently I have been demonstrating how the JSE All Share Index has been swinging up 
and down within the confines of a pennant formation as investors experience the 
uncertainty of the South African economy led by a government that clearly does not 
have a united forward plan. 
Thus, last January we experienced a sense of growing relief after the horrors of Nenegate 
when a trusted Minister of Finance was replaced at the whim of a President who clearly did not 
understand the consequences of his actions. Then with the “Weekend Special” replaced by 
Pravin Ghordan and a concerted effort by enlightened officers of Government and industry 
working together we saw the risk of a major ratings agency downgrade seen off and the market 
soared upwards until the end of May.  
But since then it has been downward again as Government has been racked with indecision 
and operational crises have abounded as Ministers have shirked their responsibilities in order 
to cosy up to future presidential candidates. It is as if the whole country is holding its breath 
and waiting for the next shoe to drop instead of getting with the serious business of growing 
the economy and creating jobs for an ever increasing army of the destitute. 
Markets don't like indecision and so, at best, they move sideways; zig sagging up and down 
but essentially going nowhere as the All Share graph below illustrates. The blue trace is the 
day to day value of the index while the mauve line depicts what ShareFinder calculates is the 
most likely short-term trend and the red projection the medium-term trend oscillating between 
the green lines of the pennant formation I have sketched in. Happily, however, ShareFinder’s 
ultra long-term projection in the shape of the smoothly-curving green line that turns red as it 
moves into the future indicates the probability of an upward breakout of the pennant 
towards the end of this year. Sadly though, ShareFinder offers little hope of much 
improvement when I try to project the graph further into the future. 

It’s as if we have all lost hope of ever finding a new sense of direction and optimism about the 
future. So here I need to remind readers that it is never a finite lack of money that holds 
nations in recession. The money is always there, stored under the bed, locked in bank vaults, 
but not being invested in new productive capacity that will get the wheels of industry turning 
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again.  
What we need now is charismatic leadership and a new vision for the future that can inspire 
that sense of optimism. Happily however, there are still companies run by men of vision 
employing people who are capable and skilled and so they continue to grow their profits and in 
the process offer their shareholders peace of mind. In the panel below I have listed 30 such 
South African companies in descending order of the sum of their compound price and earnings 
growth rates over the past five years. 
Alongside this valuation I have added a new 
concept value which I have termed “Delta” 
which represents the ratio of long-term price 
growth to dividend growth. So note that the 
highest Delta figure is achieved by Naspers at 
4.09 which over the past five years has seen 
its price grow at an annual rate of 40.7 
percent while dividends have grown annually 
at 14.25 percent and earnings per share at 
16.69 percent. In my graph below the green 
trend line is rising at 40.7 percent with the red 
line representing earnings per share and the 
purple line representing dividends per share.  

Now Naspers is the wunderkind of the stock 
exchange driven by the seemingly 
unstoppable growth in earnings of its principal 
investment in the Chinese internet service 
provider Tencent. Investors have driven 
Naspers to a ridiculous valuation such that the 
market average price earnings ratio of the 
JSE is 10.3 while Naspers stands at 79.1. 
Sooner or later the share price will correct 
back if, or when, Tencent profits slow down or 
do the currently unthinkable thing and retreat. Then one might expect to see the price halve to 
somewhere between R575 and R600. 
Conversely, the share with the lowest Delta in my list is Anglo American with –3.32 which 
accords with my graph below that 
shows the share price has been 
falling over the past five years at 
compound –8.19 percent. Anglo 
skipped its dividend in 2009 and 
since then has been growing at a 
very modest 3.55 percent a year 
while earnings have been falling 
at an annual rate of –15.9 
percent. However, on the strength 
of the recovery of mineral prices 



recently, the market has been taking a very optimistic view of the share and it has been rising 
lately at compound 74.1 percent. However, as you can see, the share price fell steadily over 
the past four years at the same rate that earnings per share declined. 
So what can we learn from Delta? Essentially the view is that over time the price movement of 
a share should revert to the mean of its earnings and dividend growth rates and so a high 
Delta means your investment is at long term risk even though it might be making spectacular 
short-term price gains. Conversely, a very low Delta implies that when sentiment changes, the 
share price can rise spectacularly. 
But note that we also calculate the Risk 
of investing in a share by determining 
the average price volatility of a share. 
So note that Anglo is the riskiest share 
in this list while SA Corp is the least 
risky because over the past decade the 
shares have risen in price at a steady 
9.9 percent a year as illustrated in my 
first graph on this page. 
For the guidance of investors, 
ShareFinder creates a value Grading for every 
share that meets its Blue Chip criteria. The 
relationship between this Grading and the dividend 
performance of the share is then expressed as 
Underpriced/Overpriced which, surprisingly makes 
Shoprite and Tiger Brands the most Underpriced 
shares of the 30 and Imperial the most Overpriced. 
 

So, given these calculatioins you have the basis of 
portfolio creation. If you cared to choose the 12 
shares with the highest valuation and from those 
selected the six with the least risk and from those 
selected those with the lowest Delta you would end 
up with Liberty Holdings, Metrofile, Advetech, 
Peregrin and Resilient providing you with a very 
safe but quite conservative portfolio. 
Were you a gung ho investor prepared to take risk 
in favour of maximum growth in the medium term 
you would achieve Afrimat, MondiPlc, Bluetel, Kap, 
Metrofile and Naspers, excluding only Afrimat if 
you wanted to significantly lower your risk of price 
volatility and keeping a very sharp eye on Naspers 
since, one of these days the share must revert to 
its dividend and earnings mean. 
Taking a look at the graphs of these latter six, you 
will see that ShareFinder senses high price 
volatility this year but a series of higher price peaks 
that should allow something like an 18 percent 
price gain for calendar 2017. Note my second 
graph on the right. Afrimat, however, noting my 
third graph, projects a downward trend. 
Mondi Plc similarly projects a medium-term decline 
but, noting my last graph on this page, long-term it 
appears set for a significant price gain later. 
Bluetel similarly does not look too promising in its 
projection for the current year likely to lose all its 
gains since June last year: note my projection 



graph on the right. 
Metrofile similarly does not have too promising a 
projection for the current year; note my second graph: 
 
Which leaves me only with Metrofile which I have 
graphed immediately below. Here ShareFinder 
calculates that a sharp price decline will occur between 
the end of March and early June before a recovery 
trend sets in. 
 
 
 
 

 
 
 
 
 
 
 
 

The Prospects Portfolio 
All in all the picture is not promising is it. I have deliberately walked you through the kind of 
exercise I go through every month looking for a means to hold up the performance of the 
Prospects portfolio which continues to gain at 19.3 percent compound. Sadly, as I have been 
warning you for some months, it appears set for a sharp decline in value between now and mid
-April 

The endangered shares in the portfolio, if ShareFinder is correct in its projections, are EOH 
and Capitec which might be marked for short-term disposal if you are in need of cash. 
However the fundamentals of both warrant their retention in a long-term portfolio and I would 
hesitate to dispose of them. 



EOH has been a sterling inclusion in our portfolio 
rising in the long-term at compound 50.7 percent 
as illustrated by the red trend line in the graph on 
the right. But ShareFinder has a divergent 
message about its future suggesting (mauve 
projection) that in the short-term it could still rise 
significantly. However the medium-term and long
-term projections both sense a down trend for 
the foreseeable future with recovery only due to 
begin next January. It is likely to be the major 
drag on the portfolio during 2017. 
On a PE of 19.9 against a Blue Chip average of  
average of 12.8 it is clearly expensive but ShareFinder nevertheless rates it as relatively 
underpriced at 154.42 against a Blue Chip average of 258.18. There is one negative aspect to 
this share though. Against a five-year average dividend growth rate of 36.54 percent, the latest 
increase was only 23.33 percent which investors might not regard as too serious in our 
strained economic circumstances but a further slowdown in the next set of figures might in 
these circumstances result in the price projections that ShareFinder has generated in the 
graph. We would, however, need to wait until September to find out!  
 

Capitec, is similarly projected to have a rocky 
future. Long term it has also been a magnificent 
contributor to the Prospects Portfolio and there is 
nothing in its financials to suggest  that there 
could be a rocky road ahead. Nevertheless 
ShareFinder has proved to be in the region of 90 
percent accurate in its projections and so, if you 
hold this share in your portfolio you need to 
consider whether you should not dispose of it in 
the short-term. 
Here note the in September Fin 24 commented 
that,” South Africa’s economy is deteriorating 
and households are being pummelled by rising 
inflation and interest rates. Yet investors are 
favouring the shares of the biggest lender to the 
nation’s poorest while one of the more risk-averse banks is having its worst year on the market 
since 2008. 
Capitec Bank Holdings which makes loans not backed by assets to low-income earners, has 
soared more than 40% this year, and is the best-performer in Johannesburg’s benchmark 
FTSE/JSE Africa Banks Index, which has dropped 2.5%. The laggard stock is Nedbank Group 
unrewarded for cutting unsecured lending, building its corporate business, expanding in Africa 
and producing a 16% gain in first-half profit. 
“It’s incredible isn’t it?” Liam Hechter, banks analyst at Johannesburg-based Anchor Capital, 
said in a September 4 email. “Capitec has outperformed Nedbank by almost 50% this year, 
and whether this is entirely justified is questionable.”  

For Capital Gains Tax reasons I will not be disposing of either of these shares from my 
personal portfolio, but  individual situations determine different outcomes. 
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 


