
There is a widely-held view that because of its unique status as the owner of the world’s 
reserve currency, that the US Federal Reserve can absorb virtually unlimited 
government debt without going into effective default. For the life of me I have never 
been able to understand the reasoning behind the argument. 

The only real difference between the US 
monetary system and, for example, that of 
South Africa, is scale. At roughly $21-trillion the 
US economy accounts for one sixth of the entire 
Gross Domestic Product of the planet and with a 
widely diversified industrial system is close to 
being a closed system which could operate 
nearly autonomously if the rest of the world 
ceased to exist. 

In contrast, South Africa accounts for just over a 
third of one percent of global GDP, has a poorly 
educated population, derives most of its 
earnings from the export of minerals and 
agricultural products and is heavily dependant upon imports for all its technology requirements. 
Furthermore, with its mining industry drastically impeded by government policy which is more 
concerned with Black empowerment issues than it is with enhancing industry status, the 
majority of our mines are sunset operations with little or no prospecting being conducted. The 
same might be said for agriculture where everything from farm murders to expropriation 
without compensation issues can hardly be said to be encouraging farmers to stay on the land. 
Furthermore, as the second graph on this page illustrates, our miniscule GDP has been in 
steady decline for a decade. 

I was accordingly appalled this month to read 
Colin Coleman’s suggestion in an important 
forum that we seriously consider growing our 
debt in order to fund a basic income grant as a 
means to re-stimulate economic growth. It is a 
harebrained idea which is dangerous in the 
extreme because of Coleman’s credentials as a 
former CEO of Goldman Sachs and a senior 
fellow at Yale University, for it will undoubtedly 
lend weight to the increasingly popular calls by 
socialist politicians for a totally unaffordable 
idea. 

Given that our gross national debt is now R4-trillion and represents 71 percent of our GDP, 
such a venture would without any doubt pitch us into a debt crisis whose ripple effect of 
dramatically increased borrowing costs would impose a massive tax upon every citizen with a 
mortgage or a hire purchase debt and upon every business with borrowings. It would, 
furthermore, make what manufacturing industry we have that much less competitive with the 
rest of the world—including mining— which would clearly add enormously to an already 
desperate unemployment situation. 
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In our current situation where decades of ANC gross mismanagement of the economy capped 
by an epidemic of corruption which the Ramaphosa administration is seeming either unable or, 
worse, unwilling to end by the obvious tactic of jailing the high profile offenders, speeches like 
Coleman’s must be viewed as tantamount to pouring petrol on a furnace. If the July riots taught 
us nothing, they did make it clear that public patience is at an end and worse is likely to follow 
if government cannot offer decisive leadership. 

Meanwhile, the global picture offers 
little hope that external stimuli might 
come to South Africa’s rescue. 
Notwithstanding all the talk by US 
politicians that the enormous debt 
being created by the Biden 
administration was unlikely to result 
in galloping inflation, the facts are 
already speaking for themselves. 
The monthly US inflation data graph 
on the right suggests that the 
problem is indeed becoming 
entrenched. 

 

Furthermore, US Federal Reserve 
Chairman Jay Powell has already 
put all speculation to bed by 
confirming that the “Taper” is now 
under way. The Fed is winding down 
its purchases of government paper 
and bond costs are likely to begin 
rising in the near future. That red 
trend line in my graph on the right 
makes it clear that investment 
markets are not to be fooled by what 
politicians have to say. The          
long-term cost of money in the USA  
as measured by 30-year Treasury 
Bonds has been rising at compound 
62.3 percent annually since March 
last year. 

And the knock-on effect upon share 
markets which have in recent years 
gorged upon all the new money 
governments have been creating, is 
already becoming plain in a 
September pull-back of the S&P500 
index which might well put paid to 
the longest Wall Street bull market 
in modern history. As the red trend 
lines underscore, Wall Street rose 
at compound 10.47 from March 
2009 to February 2020. Then it 
resumed at compound 41.17 until 
September 13. 

 



Now, enlarging the latest S&P500 
view with ShareFinder’s projection 
in orange on the right, our artificial 
intelligence systems suggest that for 
the next 12 months at least, the   
surplus money effects together with 
inflation worries, buoyed up by the 
rising profits being reported by Blue 
Chip US corporations will continue 
to prop up investor perceptions for 
the immediate future. But do be 
warned, as bond yields inevitably 
rise, if corporate profits cannot keep 
up in order to maintain dividend 
yield growth, a downward correction 
must be expected. 
 
Accordingly, as has become      
custom in this column, I once again 
draw reader attention to the current 
state of the Shiller , inflation       
corrected, price earnings ratio of 
the S&P500 index to    emphasise 
that the ratio continues rising. At 
37.93 it remains at its second   
highest point since 1870. Just a 
month ago it stood at 37.81 
 
 
Global Outlook 
Last month I added Sharefinder’s outlook graph for a series of other markets and it is fitting to 
do so again, starting with JSE Blue Chips below left where the outlook is for continued declines 
at least until next June. I am particularly focused upon Far Eastern markets currently because 
of the collapse of China’s Evergrande property company and the highly likely domino effect it 
might unleash there and everywhere. Below right is thus ShareFinder’s outlook for Kong 
Kong’s Hangseng which has already anticipated most of the bad news having been in decline 
since February and, if ShareFinder is correct, is likely to bounce along the bottom until         
mid-January if no more really bad news emerges. 
 
 



Australia’s All Ordinaries Index is already over the worst and has begun a short-term recovery. 
However, ShareFinder is not optimistic that the good news will last and in the graph below left 
senses that a fresh decline will begin in mid-December and, after modest declines until        
mid-March, is likely to dive sharply again until next September. London, still mired in the worst   
after effects of its Brexit folly has been in decline since August and, in the graph below right,    
ShareFinder expects the decline to continue at least until next June: 

Prospects SA Portfolio 

Over the past decade the Prospects Portfolio managed to maintain a very creditable 17.3    
percent compound annual average growth rate until its peak in Mid-August before, like most 
markets, its underlying shares began a modest retreat. However, with dividends and interest 
earned it nevertheless put on a further R203 000 in the past month. 
 
Given the uncertain outlook for the next few months I am content to sit with the portfolio        
unchanged as follows: 



NYSE Prospects Portfolio 
Our New York portfolio is now just two years old and, as the performance graph illustrates, it 
has delivered a very satisfactory 31.96 percent compound annual average growth rate over 
that time, taking our original $1-million investment to a current $2 331 620. 

 
Given ShareFinder’s projection that reasonable growth still lies ahead, I elected last month to 
do a fair amount of buying which reduced our cash holding to $819 738 which, at 35.2 percent 
of portfolio value suggests that I am still being too pessimistic. However, given the global      
uncertainty at this time I am content to watch and wait for a little longer before I decide whether 
to continue buying. 
 
Currently the portfolio is composed as following: 

 
While I wait, I still have my eyes on Morgan Stanley should it fall below $100, but nothing else 
is particularly appealing at this stage. 
 
 



Prospects London Portfolio 

I remain extremely cautious about London where the full implications of the Brexit folly        
continue to play out. Furthermore, with a compound annual average portfolio growth rate of 
381.35 percent under our belt since we ventured our original £1-million here in December 
2019, we can surely afford to wait. Currently the portfolio is composed as follows: 

On my wish list here is Judges Scientific if it falls below £65, Michelmersh Brick Holdings below 
£1.10, the Sagentia Group below £4.50. 

 
 
Australian  Blue Chip Portfolio 

In the light of ShareFinder’s predictions for the Australian market, I decided to make no       
purchases even though I had penciled in a buy for Dicker Data below $13.50. Last week it 
touched $12.48 but I elected to continue watching it. Thus the portfolio remains as follows: 

 
 
 

 



 
 
 
 

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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