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Notwithstanding the daily nightmare of the Covid-19 second wave which has us once
again locking down in our homes and fearful of entertaining our friends, world share
markets have been delivering good cheer on a previously unimaginable scale. So we
have something to be thankful for.
It pains me therefore to have to hammer home the message of caution that I have lately been
delivering. However you do need to seriously take to heart the fact that markets are
overheated as a direct result of the emergency funding measures created by the world’s
central banks. Not that I am criticizing the central banks. When there is a war on you need to
do everything that it takes. Unfortunately, however, the inevitable market bubble that is being
created has to burst some time and, while it is obviously tempting to keep on riding the wave
upwards, PLEASE do not lose your collective heads in the process.
While, for example, it is very tempting to use credit to take advantage of the upward wave
while it lasts, it would be far wiser to make use of options if that is your intention. Meanwhile, I
remind you of the latest Shiller PE ratio graph which indicates that the risk of a Wall Street
bubble burst is at its second highest level in recorded history. I published this graph last week
in my Predicts column and I will continue returning to it in the immediate future in order to try,
so far as possible to hold reader’s hands through the process:

So what chance is there of the bubble bursting quite soon? Noting that Wall Street’s S&P 500
Index rose more than 14 percent in November and December, share market history makes it
clear that a ten percent or more gain in the final two months of the year has led to a higher
S&P 500 the following year every single time since World War II. “In fact, January was also
higher every single time as well. On the five previous occasions the index has climbed more
than 10 percent in November and December: 1954, 1962, 1970, 1985 and 1998, the S&P 500
has gained an average of more than 18 percent the following year. The index also climbed in
all five Januarys, rising an average of 3 percent.
I thus have history on my side when I suggest that the probability of a burst is unlikely in the
immediate future. But do always remember that market bursts seldom happen as singular
events.

As speculative pressure mounts, it almost always takes some other outside event to trigger the
final collapse and, judging how unperturbed the markets remained as hooligans stormed the
US Capital last week, I think it is probably safe to assume that pressure has not risen quite
high enough yet. Furthermore, history always tells us that the last market surge is always the
biggest, so it might be safe to assume that it is worth hanging in for now.
Furthermore, as I have lately been highlighting, those of you who have modeled your
investments of the Prospects Portfolio have done remarkably well. As of this week, as my
graph below illustrates, the portfolio is up a handsome 19.5 percent on its value this time last
year:

The mauve least-squares-fit trend line
makes it clear that since its inception
the portfolio has grown in value at an
annual 16 percent compound while,
since the March 2020 bear bottom, it
has in recent months been growing at
compound 113.3 percent as highlighted
by the green trend line.
More
sobering,
however,
is
ShareFinder’s projection in my second
graph on the right suggesting that the
portfolio is likely to unwind some of its
gains between now and the end of
September.
That
accords,
meanwhile,
with
ShareFinder’s projection of the likely
trajectory of JSE Blue Chips in the
forthcoming months as depicted by the
next graph on the right:
Sadly, the two graphs illustrate how far
out of step our economy is with the rest
of the world where markets continue
booming and ShareFinder’s outlook for
them remains positive, at least until
May as my first graph overleaf
illustrates in respect of Wall Street’s
S&P500 Index.

Readers might, however, take some consolation in the fact that our projected South African
market weakness is not confined completely to ourselves. Developing World markets are
currently all taking some strain in reflection of global concerns about the overall health of the
world’s monetary system which has led to a “safe haven” trend of money flowing towards the
United States. My next graph thus illustrates Sharefinder’s outlook for the Australian All
Ordinaries Index which, notwithstanding some upward momentum likely between March and
May, is nevertheless also downward until late September:

Both of the above graphs accord very accurately with the trend of the Rand and the Aussie
Dollar, making it clear that the recent share market gains both here and in Australia have been
closely associated with localized currency gains which, in South Africa’s case appear likely to
be reversed between now and mid-April while, in the Australian situation (lower graph in the
composite below) the best that might be expected is for their currency to bump along sideways
between now and the end of the year:

The Prospects JSE Portfolio

Famous Brands and AVI
have been underperforming
in recent months and should
be the first to consider if you
are planning to lighten your
market exposure.
Furthermore, if you consider
ShareFinder’s
projection
graph for Famous Brands,
the outlook is not promising.
ShareFinder takes a more
sanguine view of AVI as my
second graph suggests.
In both cases, however, I am
content to hold on for the
immediate future though I
suggest that you keep a
close eye on each in the
event of anything happening
to disturb the current positive
trend of markets as a whole.

Nasdaq Risk Portfolio

This has been world-beating performance and after carefully considering the alternative options, there are only two shares that, in my view, would be worth making changes for, Marvell
Technology which, over the past five years, has achieved compound annual average share
price growth of 43.11 percent and Take Two interactive Software which has achieved 44.97 as
possible replacements for Aaon Inc. For now, however, I am content to continue with an unchanged portfolio.

NYSE Prospects Portfolio

With $113 873 available, it is clearly time to enter this
market and my choice is the Best Buy Co (BBY) which
has delivered compound 20.66 percent average dividend growth over the past five years along with 25.81
percent compound price growth. ShareFinder’s projection on the right, furthermore, suggests that it has begun a steep growth spurt! I would hope to get it at $108
to $109 in the next few days.

Australian Risk Portfolio

This, like most offered to readers today, is a startup portfolio which for now, does
not warrant change since they are all market-leaders.
Australian Growth Portfolio

London Risk Portfolio

London Blue Chip Portfolio

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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