
With New York’s premier market indicator, the S&P500 Index up more than 25 percent 
so far this year—and nearly 4 percent last week, Bank of America equity strategists are 
warning their clients that the index is now standing at a real earnings yield 
approaching negative 3 percent: the lowest since 1947. 

A real yield is one in which the average earnings of NYSE shares have been adjusted to remove the 
consequences of inflation in order to make them comparable with previous years and they are then 
expressed as a true ratio of the share price. What this number tells us is that corporate profits are not 
keeping up with share prices. Since real yields factor in inflation as well as earnings, a negative yield 
means that a company, based on its share price, is not earning enough to keep up with inflation.  

As the New York Times pointed out to its readers this week, negative real earnings yields are rare and 
often precede a stock market slump. The last time the S&P 500 had a negative real earnings yield was 
in 2000, before the tech bubble burst. It also happened twice during the stagflation of the 1970s and 
’80s. This year, the S&P 500’s real earnings yield turned negative in June, but it really sank in the past 
few months as inflation has marched higher. 

To provide a visual perspective, I go as 
usual to  the Shiller, inflation-corrected, 
price earnings ratio of the S&P500 index 
which provides dramatic proof of how 
close, at 39.53, the ratio is now to its 
highest ever figure of 44.19 immediately 
ahead of the bursting of the ‘Dot Com’ 
bubble in December 1999. The US 
business economy is, furthermore, 
carrying 13 times more leverage than it 
did 50 years ago in the 1970s when 
inflation last exploded and began 
obliterating the savings of ordinary folk 
everywhere! And of course inflation is 
once again becoming entrenched in the 
world because of central bank       money-
printing exercises. 
 
Global Outlook 
 
I am accordingly more than a little uncomfortable with ShareFinder’s projection of the likely future 
course of the S&P500 which you can see in the graph below. If the green trend line is to be believed, it 
will see New York adding a further 12.5 percent to its current worth over the next 12 months. 
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However, those readers who watch the ShareFinder projection accuracy rate which I publish every 
Friday in my Richard Cluver Predicts column, will know that the program accuracy rate has been 
climbing steadily for years and now stands at an incredible 93.89 percent for the past 12 months which 
makes it an infinitely better forecaster than myself. But, I hasten to add, ShareFinder takes a completely 
different view of New York Blue Chips as the following graph illustrates: 

What this unusual divergence emphasizes is that Wall Street is firmly in the grip of irrational 
exuberance with the going being dictated by shares of often dubious quality. That’s fine if you are a 
short-term speculator but not at all good if you are a long-term investor interested in sleeping soundly at 
night! 

Meanwhile, ShareFinder’s projection for London and Hong Kong pictured below, suggest that the 
present bull phase of major world markets is nearing its end. On the left below is ShareFinder’s 
projected outlook for London’s FTSE 100 Index which is seen to peak in mid February before trending 
down until early April, recovering until early June and then trending down for the rest of the year. On the 
right is Hong Kong which is generally seen as a proxy for the majority of Eastern markets. It has been 
falling since late October in response to uncertainty over China’s international investment policy, though 
ShareFinder sees it starting a long recovery from mid-February. But investors should pay careful 
attention to current China events where, last week, the second largest property developer followed 
Evergrande into credit default. The China economic miracle is beginning to implode! 

All of which takes us to South Africa where the majority of Prospects readers are currently located. 
Here, on the left below, the JSE All Share Index is already on the way down until mid-April when a   
three-month recovery might be expected ahead of further declines. However, and similar to the New 
York picture, South Africa’s Blue Chips (below right) are posting a negative outlook and the bear phase 
is slated to continue until August before a recovery sets in: 



Prospects SA Portfolio 
Our Prospects portfolio continues rising in leaps and bounds having added nearly another 
R100 000 in the past month with ShareFinder projecting that it will peak in value at nearly R5.6 
million at year-end; that’s quite a decent run of compound 18.8 percent annually since we 
launched it in January eleven years ago. As I previously mentioned, this is, so far as we have 
been able to establish, a world record portfolio growth rate. ShareFinder projects that it will 
continue rising at the current rate until early March before entering a volatile more modest 
growth rate of around compound 5 percent for the new year as a whole.  

 
I warned last month that I would buy more Renergen if the price fell below an indicated R37.43 
and so I was delighted to round up my purchases to R100 000 with another buy at R28.59 at 
the end of November. This is quite a big investment in a rather speculative situation and so I 
would not necessarily recommend readers going in as heavily.  
 
I also have my eye speculatively upon Purple Capital which I bought into for my own portfolio 
early last year before it took off explosively. If it falls below R2.10 during the Christmas recess I 
will buy perhaps R50 000 worth for this portfolio 
 
Meanwhile, the Prospects portfolio now looks like this: 
 

 
 
 
 
 
 



NYSE Prospects Portfolio 

Our New York portfolio moved sideways this past month in keeping with the cautious mood that has 
overtaken Wall Street.  As I mentioned last month, given the uncertainty of US markets now that the 
Taper is official, I am content to sit  with the portfolio as it is with our substantial cash proportion. As a 
consequence our holdings are: 

Prospects London Portfolio 
London continues its steady growth, having added another £85 159 to last month’s £185 146. 
Given ShareFinder’s projection for a weak LSE in the new year, I am content to sit with our 
cash holdings. However, one share in my wish list, the Sagentia Group fell below my target 
price and I was able to buy at £4.14. Remaining on my list are Judges Scientific if they fall    
below £65 and Michelmersh Brick Holdings below £1.10. Thus our portfolio now consists of: 



Australian  Blue Chip Portfolio 

As with all our portfolios, I have continued to take a cautious stance in Australia where, despite 
an unexciting graph we have managed to add a further $40 407 to the $118 981 gain of the 
previous month taking the total value to $2 181 632. Furthermore, I had penciled in a buy for 
building products company CSR if it fell below $6. On November 29 it fell briefly to $5.72 and 
so I was able to list that as a buy. 
Meanwhile the portfolio looks like this: 

 

 
 
 

 
 
 
 
 
 
 

 
On 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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