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As Sid Klein's Daily Fax (SKDF) will become weekly (SKWF), it will remain a Japanese market commentary. Today, however, we commence with New York. I strongly advise you to pay particular heed to the commentary that follows. 

NEW YORK (The bin Laden rally): In early September, I cautioned clients that the Dow was hanging in wave-3 mode, in Elliott Wave terms, and that it was about to break 10,000, a level it had tested too many times for a technician to accept. The EW interpretation was that the end-of-quarter window dressing would bring a crash-like move into the 8,000's, a move to bring it less out of line with the Nasdaq. For good measure, I commented that it would coincide with lunar activity (September-end full moon) that would also be typical. For options players, I noted that this activity could provide whopping gains, particularly through spreads, such as not seen since the Crash of '87. This was made all the more likely as the market was now asleep on the out-of -the-money puts due to the supporting action at Dow 10,000. That call was not put it into print as the web site was not ready and I was preparing to return to Japan that month for a 3rd time in relatively short order. 
One must understand, just as I've written for more than 15 years, events do not cause market moves but are the effects of them. In this case, simply put, the Dow was doomed with or without September 11 (see: Financial, economic, political/military). For one who does not know me, would one be saying that the market call was a fluke as a result of September 11 and that, otherwise, the Dow would be en route to 12,000 just as well known market touts had forecasted? In this case, such a person would be caught by the "hook"---occurring now---that I have also forecast to clients since calling the low October 1 low. 

Immediately after September 11, as the market call was playing out perfectly (as you know, I always ignore political or military – which includes terrorist - events in my analysis), I forecast that the Dow would rally toward 10,200-10,400 within a couple of months. It was further forecast that the background contrarian news would be that the war was progressing much faster than discounted (the mantra was that everything was going to take forever) and that, with it, would come the 
death of Oussama bin Laden. The bin Laden rally, as I called it, would make forecasters more bullish for Christmas sales and would be the hook for investors, as the Dow peaks before rolling over later into the heart of the crash and Depression that could now be blamed on terrorism. 
Financial, economic, political/military: It is an old market axiom that world events follow in this order. Someone who doesn't know or understand that isn't even a rookie trader, let alone a market historian. A stock market will fall (financial event) to discount an economic downturn (economic event). As crisis deepens, people turn to war (political event) to vent whatever has built up and re-ignite the economy, most of all. The Western bull market is the most manipulated and false in the history of the world, right down to stalling the Dow's bear market, even after the Nasdaq Crash. That was the real bear market as the public was invested most popularly there. The Nasdaq Crash, as I forecast in 2000, would be the death of the economic bull as that is what would hurt personal wealth the most. The SKDF forecast the peak of the Dow within 1 day in 2000 and subsequently likened its lengthy rolling over action to 1973-74. The delayed effect in market collapses has caused economic and financial events to "bump" into one another....the delays (or lags) being so great as to cause confluence with even the 3rd point in the sequence, political/military events. This is causing ordinary folks, and even politicians (not all, mostly Canadian), to truly believe that the unfolding stock and economic crashes are actually related to, and even caused by, the military and terrorist events. They are not!!!!! Having forecast a September crash, bin Laden rally toward 10,400 for November and ensuing calamity, be aware that any future crashes may also appear to be related to political/military/terrorist events. Be certain that these are coinciding events and that one would be prudent to plan one's financial strategies in a manner that does not wait to see if the world's political stage gets any brighter. Smart money should remain technical and not even look at it, except from the humanitarian point of view. 

JAPAN: Hiroshi Okamoto is a legendary market technician and former director of market research who was with Nomura Securities from 1960-96. He is presently the head of the International Federation of Technical Analysts (IFTA). I enjoyed the opportunity to meet with him in Tokyo at the end of September. The occasion was used to express my appreciation for his written comments that included that the Japanese market runs counter-cyclical to the US’ and that it was time to be switched out of Western equity and into the East (Japan). I pointed to Domestic Demand-Oriented Value stocks (DDOV'S) as the most conservative AND leveraged way to invest in Japan, thereby making the theme the best in the equity investment world, in my view. These comments were in response to another article of his that returns may be further maximized by being in the appropriate stock group. 
In return, Mr Okamoto offered his view that I was indeed correct for identifying the October '98 low as the low of the Japanese market. The Topix (the Topix is to the Nikkei what the S+P is to the Dow), he pointed out, bottomed in October 1998! Supporting my June 26, 1999 market comment (please indicate if you never received that report) that the Nikkei was now an irrelevant index, Mr. 

Okamoto pointed out to me that 30 stocks on the Nikkei have been switched in favour of technology stocks. He explained that this is why it had come to track the Nasdaq rather than the Dow Jones.  This supports the June comment's view, reiterated here, that the powerful rally in the DDOV's will accompany a rallying Nikkei as the Nasdaq completes a bottoming formation. 

 People who couldn't believe that the Nasdaq would crash as forecast, even if the Dow held over 10,000, will be hooked into the Dow while the Nasdaq does not necessarily make new lows anytime soon. In any event, the Nikkei market forecast, and the bullish stance on the DDOV's, stand on their own. The most valuable statistic I learned from this legendary Japanese analyst was that the 42-year low in the Nikkei/ Dow ratio chart was 1. In other words, the Nikkei, which was about 14 times the price of the Dow at the end of the Great Japanese Bull Market ('89-'90), was at the same level as the Dow 42 years ago. In the 2-day period with the markets closed in New York due to the terrorist attack, the ratio hit around 1! A signal event has occurred in the markets. Japan, DDOV's specifically, are the best (only?) place to be! 

The June 26 comment ended like this: "Most value stocks enjoy the LIKELIHOOD OF SUBSTANTIAL ADVANCES IN ABSOLUTE TERMS BUT ALSO VERSUS THE NIKKEI AS THE LATTER RETURNS TO EARLIER HIGHER LEVELS. As we flirt with secular lows, the implications of the market's behaviour of the past 2 years are that that is but a matter of course. The value stocks exploding and tech stocks rallying with the Nasdaq, would be the most likely background for a Nikkei bull market, based on the evidence". 
Note these words carefully along with the Dow analysis above 

Sid Klein
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