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With US President Donald Trump ramping up his dangerous trade war with China, Wall
Street’s Dow Jones Industrial Index is now in steady decline within a bear phase that is
projected to last until mid-January.
As you can clearly see in my graph on
the right, the Dow is likely to follow a
classic three legs down pattern with the
first down wave likely at this stage to
last until August 20 and the second to
the last week of October before the
final down leg until mid-January.
Experience of these long-projections
has taught us that while the broad
pattern is unlikely to change much, the
actual dates of the turning points will
very likely be modified as we get closer
to them.
To offer clarity on the trend, I thus
thought it appropriate to look at the
broadest indicator of Wall Street
stocks, the S&P500 Index which
suggests a much more drastic pattern
of decline with the market likely to
bottom as early as mid-October as you
can see in my second graph.
Of course, the US market is currently
being driven by the so-called FANGS
tech stocks which are mainly listed on
the alternative New York exchange, the
NASDAQ. So to give you a perspective
on those I have chosen for my third
graph, ShareFinder’s projection of the
NASDAQ Blue Chip Index which is
turning this week and looks likely to
march straight to the bottom in what
looks like a single straight decline from
now until the second week of January.
Wall Street has in recent years been
the dominant front runner for the rest of
the world’s markets, and yet something
is now changing.

To complete this perspective, it is important
to note that on this occasion European
markets appear to have parted ways with
America. As proof I offer you first graph on
the right; London’s FT100 Index which is on
the way up in reaction to the stimulus
package offered European markets by the
European Central Bank. London is currently
projected to climb until the second week of
October before beginning its plunge.
Nevertheless a bottoming is also seen for
late January.
Germany’s Dax, is meanwhile projected in
my second graph to gain until early October
before declining until early December and
then rising until early April before finally
heading down until the middle of next year.
The Far East as represented by Hong
Kong’s Hang Seng Index in my third graph,
however, paints a completely different
picture with a recovery trend having been
under way since late May and likely to
continue with barely any interruption until it
peaks in January as illustrated by my third
graph.
Finally, as my fourth graph illustrates,
Japan’s Nikkei Index has been in steady
recovery since April and appears likely to
reach its first peak in mid-September
followed by a decline until mid-December
and then a second wave of recovery to a
final peak in mid-March before a sideways
to slightly weakening trend until next July.
It is, quite the most unique pattern of
disconnection that I have ever seen and I
would
accordingly
not like to
rush in with
an attempt
to opine as
to why this is happening.
What is of course very clear by now is that Covid-19 has
decimated most global economies such that economists
worldwide are beginning to cautiously label this the Second
Great Depression which might hasten the point where leading
nations actually have to face up to the deeply unsolved issue
of international debt which I will be writing more about in this
month’s Investor. The sum of the national debt of nations is
now $69-trillion and rising out of control. Interestingly, the
world’s least indebted nations are mainly European which
might go some way towards explaining the disconnect
between share market expectations.

It also, perhaps, explains why the gold price
has taken off, rising as the green trend line
in the first graph on this page makes clear,
at compound 15.3 percent annually since
the end of 2015 and accelerating in quite
spectacular fashion lately as speculators
sensed the probable inevitability of $2 000
a fine ounce. A period of sideways breathcatching must now be expected but, as the
graph makes clear, ShareFinder does not
expect the trend to falter any time soon.
In the circumstances, it would be very optimistic to expect any redeeming trend to occur on the JSE for, as many of you who
tuned into my webinar earlier this month will
hopefully now fully understand, the ANC
leadership has brought us to the very brink
of an economic melt-down. Economic commentators are moreover, beginning to lose
hope that those who are currently calling
the shots in such a ridiculous fashion with regard to things like tobacco and liquor sales, taxi
capacities etc, might have even the remotest understanding of what they are doing to the
economy.
I have, accordingly, little reason to doubt ShareFinder’s projection of a continued downward
trend for JSE Blue Chips for at least the next 18 months:

This graph clearly leaves investors with some stark decisions to make. Given that the Government published a new draft tax law at the end of July that implies a severe tightening of our foreign exchange laws and the domiciling of pension fund capital, investors thus have just seven
months to decide whether to make drastic changes to their capital planning. In simple terms, if
you have been thinking of emigrating or moving as much of your capital as possible to safer
economic climes, there is little time left to make up your mind.
It is becoming increasingly probable that indecision on the part of Cyril Ramaphosa and those
who support him will see the South African economy ransomed to proponents of the “White
Monopoly Capital” myth and a consequent decimation of the Rand. The present up for grabs
announcements of major capital investment plan cancellations thus very likely represent a final
warning shot across Ramaphosa’s bow from major investors. If he fails to now act decisively in
the face of these final warnings, it will be very hard to hold out much hope for any sort of recovery in the foreseeable future!

The Prospects JSE Portfolio
In the July issue, I faced up to the “possibility of some quite serious deterioration between now and the
end of January,” and argued that it would be smart to take some cash out of it and after reviewing all
the shares in the current portfolio argued that the best bet would be to sell a portion of our Naspers
holdings in order to simultaneously indulge in some careful re-balancing in view of how greatly this
share has grown over the years.
I accordingly penciled in a proposed selling price of R3 400 but as the price predictably spiked upwards
towards that level it became clear that the price I had set was unattainable and I accordingly closed out
at R3 367.26 selling, as I suggested, sold 40 of our 140 shares.

As a consequence of this we currently have a cash ingredient of R254 146 which should offer us some
useful firepower if, as the projection graph above takes the overall value of the remaining holdings
downwards until mid-December.
Here, I should refer readers back to the “Richard Cluver Predicts” column that I wrote last Friday in
which I analysed the consequences in capital gains terms of selling long-held shares. If you failed to
read it, it comes down to the view that you should NOT sell such shares unless you anticipate at least a
30 percent market decline if you hold your portfolio via a trust, or more than 16 percent if they are held
in your own name. On the current projection ShareFinder suggests the portfolio could lose a further 10
percent in value so I have gone out on a limb in expecting a far worse outcome between now and
Christmas. I hope I have been wrong!
Meanwhile we are left with a portfolio that now looks like this:

Prospects 2019 New York Portfolio

The portfolio continues its currently
strong recovery and with $85 720 in
cash, we are in a good position to be
able to take advantage of the anticipated
decline in US markets. I am, however,
still hoping to sell our City Group (Del)
holding which, ShareFinder projects will
peak at around $24.56 in early
September; note the graph on the right.

Consideration
of
the
individual
performances of shares within the New
York portfolio does not, however, present
a very pretty picture which is perhaps
indicative of a market that seems in
many ways to have lost its way lately,
something that is hardly surprising
considering the strange times we are
living in and the new phenomenon of no
cost trading platforms like Robin Hood
which are seriously distorting markets
currently. In the long term, however,
there can be no substitute for long-term
fundamentals.

On this and the following pages 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:
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