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Yen, Finally

Golden Star Shines, pre-Blast-Off?

February 17, 2007

Yen
The exaggeration of the title reflects the patience one has had to
endure while waiting for this reversal.

Still, the growing buzz is that this sharp Yen reversal is for real, that
the carry trade is starting its massive reversal, and that the trigger
may well be the inevitable rate hike, which could be as early as next
week. All as forecast in these pages.

These commentators behind the buzz to whom I refer are those who
are reflecting a change of heart in their analyses and attitudes. This
Is important because the theme in the February 4 report was that the
bearish psychology had become “nuts” and that we could easily see a
sharp reversal, due to the elastic band of psychology being so



stretched. Supporting that analysis of crowd psychology was the
observation that the panic had set in as the Yen had just made a new
low versus the Dollar. But, alas, we could see that the same pattern
had appeared in oil just before its sharp reversal, | noted.

So, the commentators who have gone from one end to the other in
short order either reflect the like tendency of an over-sized Yen carry
trade, or simply that they read these reports that tend to lead all
others in matters Japanese.

As you read the following excerpts, all supporting a Yen that rallies
versus the Euro most strongly at first, remember that the news this
week was the breadth of the Yen's move, as it rallied more versus
the Euro than the USD. The following is from the most recent
report:

“l reiterate the above market calls because the market
psychology has truly gone to _extremes regarding the Yen. |
believe that it’'s a good time for perspective, regarding the
Yen which is the key, not just to domestic Japanese stocks,
as discussed in the New York and Yen sections below.”

“Note the following, taken from today’s Nikkei Net
Interactive. It pertains to scheduled meetings of finance
ministers and reflects today’s mood (see Yen section):

“The talks may also touch upon_ _the euro's sharp
appreciation against the ven, which has European authorities
fuming as it makes their_cars, electronics and other_exports
less price-competitive overseas amid intensifying global
competition.”

“This was followed by a quote of a Japanese official saying
that he was unaware of it even being an issue.

“Over many years, | remember that dramatic turnarounds
have occurred around the times of meetings of finance
ministers, such as the one above. There also, 1 recall



ministers downplaying anything that could be misconstrued
as anyone strong-arming or being strong-armed.

“So, amid the diplomacy, dramatic volatility kicks in, ending
with a bona fide trend change for the Yen that takes shape
after an initial spike reversal. The Yen is central to several
investment themes and, just as many are panicking, the
currency may be preparing for a sharp reversal. So,
perspective is good.”

Well, that's what this week was about.
The following excerpts from recent letters shed light on what is

presently occurring, while underscoring why we try to be front-
runners, rather than followers. In any event:

From the December 24 report:

“And there are many reasons to believe that the Dollar will
fall most against the Yen. Of course, the given here is that
the Dollar will fall; I don’t even doubt it.

“For investors in domestic equities, this will be a major
turning point. An accelerated resumption of the Yen’s bull
market — perhaps ushered in by the next interest rate boost
— will coincide with a flight of more than enough capital to
such equities.”

From the December 3 report:

“We’ve got the right currencies and will not move. Life has
gone into still motion for the Yen, to direct the markets
toward an organized and orderly unwinding of the Japanese
carry trade.

“The long-term forces at play have not and will not go away.
The Japanese economy and rates are in a bull market. The
US? Not. As for the Yen, the Bank of Japan is going to raise
rates, sooner or later. It would be consistent with the policy



of credit tightening, unless the latter is being used to avoid
doing the former. “

And, from that same report, with respect to Japanese domestic
stocks, many historically rallying on a 2-month lag....

“Admittedly, the major spark will come from the Yen. This
will shift asset allocation to more Yen-based equity
investment. The spark could be sharp, due to the extremes
from which the Yen and domestic stocks are coming,
although the latter have been firm since yearend.”

From the February 4 New York report:

“Liquidity: The story is that as long as investors can borrow
cheap Yen and buy US assets, liquidity will be ample. It's a
funny thing. I've believed that ever since the new bull
market in the Yen was signaled and began, that the Yen has
been kept down artificially to allow the carry trades to
unwind in a more orderly fashion. The next rate hike in
Japan may well be the trigger and cyclical take-offs in the
Yen are often first-day explosions. For all the markets
covered in these reports, directly or indirectly, the turn in the
Yen is the single largest story at this time”

(con’t from NEW YORK section) “Therefore, the idealized
timing for_a big _collapse, in_my view, is the March — April
period. This view is further bolstered by the fact that we are
in_the minor wave-3, within the final 5" wave. It should be
over in its entirety by about March 1”

(con’t) “The Japanese Yen’s slight new low looks a lot like
oil’s new low into the 50’s. In both cases, the moves broke
through a neckline resistance (oil chart down, Yen chart up,
the latter representing a price decline). This may not be an
accident. In any event, oil has reversed. Is the Yen right
behind it? I continue to believe that the moves in the other
currencies, such as the Swiss Franc and Euro, are
forerunners to the Yen’s advance.”



Technical:

In the last report, | noted the new high in the Dollar versus the Yen
(since 2003) as being a perfect trap for the bulls on the Dollar versus
the Yen.
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The following daily chart gives us a look at good support at 117 or so
for the Dollar, but a quick break below that would signal a larger
confirmation of a cycle low for the Yen.

Please scroll down.
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My preferred interpretation of the following 31-day chart is consistent
with the notion that if the Dollar is at support at 119, it could reverse
from resistance at 120, if the trend is at all bad, and it may well
finally be.

Please scroll down.
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Conclusion & strategy:

For newcomers, short the Dollar versus the Yen on a bounce to 120,
with a stop over the recent highs. If it keeps falling, great. We've
waited too long............ even though it was/is inevitable. It was
inevitable since the first rate boost. Everything else has been a fooler
to help unwind the carry trade. As usual, the popular media-
supported story was wrong.

Golden Star
December 3

“This is my special situation in gold. Not unlike its past,
management has disappointed by not coming through
initially, with what it ultimately does end up providing:
higher output.

“....shows how leveraged the performance has been the past
two months relative to gold, as it's under-performance




perhaps qgives way to potentially geometric gains, as we
head into the New Year.

“GSC (GSS in the US) has a history of this.”

The following 6-year weekly chart is an update of the one referenced
in the 2" paragraph of this section. It confirms my analysis that
basing patterns within basing patterns appear to be completed and
preparing for sizeable gains this year.
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The following 1-year daily chart suggests to me that holders of the
stock (who may follow it too closely) may wish to note that support is
firm at $3.75. On the other hand, new buyers may want to start
taking positions at $4.25. I've long since recommended the stock, so
I can only point out scenarios.

Obviously, one would want to be more aggressive in accumulation, if
one believed that the breakout were imminent. Usually, however,
breakouts only occur on the first attempt only a minority of the time.



Conclusion & strategy: When the December report was written,
the stock was $3.69. Today, at $4.50 it has gone a long way toward
confirming that a lengthy basing pattern is complete and that the
lows are firmly in place. That doesn’t mean an immediate breakout,
however. Time to accumulate would be short, nonetheless, even if
there were a pause. Remember, the fooler about Golden Star, as I've
written often, is that it is out of sync with the metal. That said,
during gold declines, the stock will be accumulated still further, as
the pullbacks in gold shake shares loose from weak hands. Bottom
line: an unusual portion of Golden Star’s gains will likely occur during
gold corrections. Invest and trade accordingly. The previous
recommendations stand: The stock has seen $10.00, and will again.

B CT C8 TT4.5/4.51 71 179x1 NIOB Equity TAS
DELAY 13:20 Yol 276,019 Op 4.51 T Hi 4.57 T Lo 4.49 T ¥alTrd 1247393
GSC CT EQUITY TA S I

.14 %D

! L

g e SRR iy (] o EEEEEE doseocooc- :—-ﬂfl“[
: TR T T B R J
]t

I

11 R R ST S B B S Y
I h"tfiMl | gty A

4]

m" ) c

Until the regularly scheduled March report,

Sid Klein



LEGAL NOTICE: This market letter is the work product and intellectual
property of Mr. Sidney Klein. It arises out of his training and profession as an
international expert on financial equities. It is a private correspondence from
Mr. Klein to his subscribers. Any person who copies or otherwise
disseminates this letter becomes subject to international criminal and/or civil
prosecution under the Universal Copyright Convention and the Berne
Convention for the Protection of Literary and Artistic Works. Nearly all
countries in the world have signed both of these Conventions and have
pledged to enforce them through their own legal systems. In addition,
Interpol may be called upon to assist in the international enforcement of
these Conventions through its processes of arrest and extradition. If you are
the recipient of a copy of this market letter, whether through the internet or
by facsimile, you should immediately report to Mr. Klein the name of the
person or entity who sent it to you. Send your email to

sidklein@sidklein.com.

DISCLAIMER: This market letter is intended to assist in the dissemination of
information to private subscribers. The information contained herein
represents Mr. Klein’s best efforts in good faith to advance knowledge to his
clientele, but there can be no implied guarantee as to its accuracy or
completeness. The information is given as of the date appearing on this
market letter, and Mr. Klein assumes no obligation to update the information
or advise on further developments relating to the information provided
herein. No solicitation to buy or sell securities is intended, and none should
be inferred. Investments are inherently risky, but investment risk itself is a
function of individual preferences. Thus any opinions, recommendations, or
judgments expressed in this market letter are of necessity abstract and
general. They must be modified, accepted, or rejected by individual
subscriber/investors whose risk averseness cannot be known to Mr. Klein.
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