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Ushering-in 2014

December 1, 2013
Summary
The general theme remains: Markets are completing moves that will have given way to
the true trends of 2014.

DOW JONES
As opposed to the widely followed news pieces, it is the interpretations of the
fundamental, technical and quantitative negatives that matter and my interpretations
regarding the equity markets have been wrong for longer than any period of time, as
regards any market, over the entire 31-year period that my market involvement has
spanned.
Still, this bull move's conclusion is reminiscent of January 2000 when the Y2K, Bill
Gates- government-supported hoax had everyone looking the wrong way. However, it is
still more akin to the finale in Japan in January 1990.
Then, the baton had been passed to Mieno, just as Bernanke will have passed the torch
to Yellen. What is most striking is the fact that today's analysis is the same as then:
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This one-way march upward in the equity market is the result of already made
committee-driven investment commitments, which suggests that market events can
have little effect on trend directionality...right now. This is true as well of other markets
and asset classes.
I stressed this point in 1989 when Mieno was already spiking Japanese rates toward
6%, even as the Nikkei marched onward. Today, "underinvestedness" has driven trendfollowing committee decision-making.
Technical
Consider the two years to which I make today analogous, and please take a strong lead
from the euro, Dollar and Nikkei commentaries below, all within the context of last
month's reproduction immediately below.
Hereunder, I reproduce last month's (October 29) secular analysis which includes the
explanation of the debacle that is coming in 2014, from the technical perspective.
October 29, 2013
"Below, please note the (updated) 25-year Dow chart. As often discussed, an
expanding triangle is less common than others, and more dangerous as well.
"It is a pattern that has 7 points, where each point reflects a higher high than the
previous one, while the lows within the pattern are lower that the preceding bottom.
Such a pattern, it is easy to understand, bespeaks greater volatility.
"Point #6 is the rally that does not come close a new high, and it is followed by point7, which is the pattern-concluding smash.
"In the case below, point #1 was at the end of 2002. Point-2 occurred at the end of
2007, while point #3 completed in March 2009. Point-4 is ending now.
"Point-5 will take the Dow to a level around 6000, with much of the train wreck
occurring in 2014 - 2015.
"The destruction will relate to the growing materialization of hyperinflation, sovereign
and major corporate defaults, and political instability (World War Three) that will
ultimately manifest fully during point-7 later this decade.
"Regardless what causes it, point #6 should provide the world with "hope", as the Dow
rallies from ~6000 to ~9800.
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"Contemplating time, please note that point-1 took 3 years to complete, while point-2
required 5 years. Point #3 only took a bit over a year in the debacle of 2008. Point #4,
now completing, will have taken about 5 years.
"The rally phases (points 2 and 4) will have each taken about 5 years, while the
declining periods have taken about 1 and 3 years, respectively.
"Apart from noting the consistent Fibonacci relationships, it is also worth noting that the
declining periods may well be accelerating, certainly when adjusted for the depths of
the movements (more points per unit of time).
"So, if the Dow took just over a year to decline just under 8000 points, just how fast
will the Dow have fallen 10,000 - 11,000 points? A year and a half?
"Anyone for deep out-of the money puts?
"According to the following analysis, the time to buy them would be yearend, for which
time period of book-closing the market will have held up the averages. The 1-year
Dow chart on page-2 illustrates its own expanding triangle: OMINOUS expanding
triangle within expanding triangle!
"August = point-1; September = point-2; October = point-3; November = point-4?
December = point-5?
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"Does early January mark the countertrend point-6 peak at which one buys deep out of
the money 1-year puts? Will the real returns be theoretical, with puts and currency
barely worth the paper we get in exchange for them?"
For good measure, note the Fibonacci time relationships between the peaks of 2000,
2008 and 2013 (8 and 13).
Additionally, grab a ruler to connect the 3 peaks, which connect perfectly.
Cataclysm, this time for sure? Read the above regarding strategy and protect yourself,
even if not thinking in terms of making a fortune as a speculator.

VIX
March, August and November have so far each marked non-confirming higher lows in
the VIX, versus the equity markets.
Since the Volatility Index and equities trend asymmetrically, the long term commitment
to buy put insurance despite ever-new market highs is a bearish omen. Why?
It is my very strong belief that, before major debacles (and certainly a possible
cataclysm), institutions and hedge funds purchase delta hedges which, in brief, means
that once a market decline commences, it is in the interest of the put (insurance)
holders to see the market collapse faster than slower, since, in such a scenario, the
puts end up hedging a greater number of shares (including index points) than what is
theoretically the case, thanks to skyrocketing time premiums.
Therefore, such market participants seek to dump stock to exacerbate an ongoing and
unfolding Crash.
This scenario is consistent with the dramatic interpretation outlined in the reproduced
(from October) section of the Dow instalment above.
As an aside and to embellish, the historically cheap level of the VIX suggests quite a
swing factor in premiums once the spike gets going.
And psychological swings beget psychological swings. Count on it. Bet on it. Or delta
hedge with it (marrying hedging and speculation).

NIKKEI
October 29, 2013
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"An A-B-C-D-E contracting triangle occurs in wave-4 patterns. In other words, what
follows is necessarily the final move up.
"By consequence, a quick run-up of as much as 1500 points to form a double-top is
very possible; even a slight decline from here below 13,900 would negate this
interpretation."
As is evident from the chart below, the forecast above is precisely what occurred and
this instructive for all investors, whether they are involved in the Nikkei or not.

SHANGHAI
October 29, 2013
"Without describing complex wave counts, this nutty off-cycle market can take a stab
at 2300 before resuming its downtrend."
As we can see from the 1-year Shanghai chart on the next page, the above forecast
represents precisely what is unfolding now.
I reiterate that a break of the 1800 - 1900 zone will fuel the precious metals stampede.
More and more is being made of the fact that "the Chinese" are hoarding gold and that
the metal will spike once the world discovers just how vast their holdings have become.
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What will garner increased attention is the fact that the people themselves were not
allowed to own gold for a half-century and that, with the change in that fact about a
decade ago, 1.3 billion citizens will panic into the PMs as they watch real estate and
equity values melt.

GOLD, SILVER
October 29, 2013
"Essentially, I believe that the focus will have shifted from the mindless considerations
of money printing, to the economy and, ultimately inflation and, eventually,
hyperinflation."
This month, I thought to provide excerpts from articles written by others too, as I am in
full agreement their well-expressed findings.
Please take the three excerpts in tandem and the picture regarding silver availability
and the supply/demand factors that guarantee a price eruption become plainly evident.
In all cases , the emphasis is mine (i.e. - highlighting, underlining, etc.).
On November 25, 2013, GE Christenson wrote:
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"Does it seem right that a privately owned central bank prints enough money
each WEEK to buy the equivalent of all the silver mined worldwide in a year,
or that TWO MONTHS of printing would purchase all the gold mined in a
year? The politicians and bankers will not change this process, but investors
can adapt to the consequences.
"Dollars, printed in excess every month, are unlikely retain their value against gold and
silver. Does it seem likely that while gold and silver are in limited supply, and while the
dollars used to purchase them are increasingly debased by both the central bank and
the government, that the prices for gold and silver would remain stable or even
decline?
"There are plenty of precious metals bulls out there, and even more precious metals
bears. Either way, it is valuable to analyze the views of those who disagree with you. In
the end, investors must decide for themselves. Their financial wellbeing and secure
retirement may depend on an intelligent assessment of the consequences of more QE,
higher or lower gold and silver prices, and booms and busts in the stock and bond
markets.
“My vote is with gold and silver. Five thousand years of history support that viewpoint.
Paper money does not retain its value or purchasing power. Hundreds of years of
history support that viewpoint. Further, QE and ZIRP accelerate the decline in the value
of paper dollars.”
"In five years a Certificate of Deposit might earn a total of 5—10%. By contrast, an
investment in gold or silver is likely to double in value. Which sounds safer—gold or
paper? Would you prefer something that has retained its value for 5,000 years, or
unbacked paper money, which has always declined in value to near zero?"
Also on November 25, 2013, John Rubino wrote:
"Recently, the Francis Bacon painting “Three Studies of Lucian Freud” fetched a
whopping $142.4 million, and the most expensive diamond ever sold went for $83.2
million (the previous record for a diamond was $46 million).
"Clearly, inflation is raging. But because so much of society’s wealth flows to the top
1%, inflation isn’t showing up in food, suburban houses or other mass-market products.
Instead, trillions of disposable dollars are pouring into real assets that are then hoarded
in mansions and high-end storage facilities.
"The fact that gold and silver aren’t participating in this asset grab is proof that they’re
being manipulated to hide the impact of rising debt and excessive currency creation.
After all, if you’re going to spend $100 million on art, your financial advisor will almost
certainly tell you to diversify into farmland, oil wells and gold bars.
7

"That this hasn’t happened yet doesn’t mean it won’t. A billionaire, wondering
where to move his next hundred million has only to look at a chart of
tangible assets to see one outlier, one thing that hasn’t yet gone through the
roof, and make the obvious choice. That day is coming.
"Looked at another way—in terms of the amount of paper currency being used to buy
them—gold and silver are most popular tangible assets in the world. China, India, and
Russia have snapped up about 4,000 tons of gold this year. That’s a lot more than was
spent on art. It’s just that these purchases, massive though they are, aren’t moving the
price.
"But they are moving the gold reserves of the western central banks eastward. Western
central banks face a tough choice: keep sending their gold to Asia until it’s gone, or let
the super-rich bid it into the stratosphere in line with art and diamonds. Sooner or later,
the central banks will have to choose door number two."
Finally, on November 23, 2013, Ben Kramer-Miller wrote:
"While there is no definitive proof that the silver price is artificially depressed, there is
overwhelming circumstantial evidence pointing to manipulation (repeated outsized
moves in the price of to the downside; a whistleblower, claiming that the market is
manipulated, who was able to predict downward price movement in the silver price with
incredible timing; extraordinary volume in the amount of silver traded relative to the
amount of known silver)."
The 6-month SLV and GLD charts appear on pages 9 and 10, respectively. In each
case, the MACD appears above the price chart, while the slow stochastic appears
beneath it. The technical interpretations are the basically the same for each metal.
Please scroll to next page.
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As per the 6-month cycle which has been in effect with accuracy and even precision for
the past several years, December may be bad and make the final lows that I had
believed June would be.
Following that low, the very brightest minds in the industry, backed by their well-healed
billion-dollar pockets or PM businesses, declared that the low had finally been seen.
As I have always explained, it is the brightest who get caught on the wrong side when
remains a final move because, consistent with contrarianism and supply/demand
psychology, once that phase ends, there remains absolutely no one to fool anymore.
And that is what 2014 finally is. Be confident of this. June was a major low. December
is the final one.
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CURRENCIES
The 1-year US Dollar Index Bullish Fund chart follows the excerpts below; the
MACD appears above the price chart, while the slow stochastic (always my favoured
momentum indicator) appears below it.
October 6, 2013
"According to my analysis, the USD is suffering from an expanding triangle, which is a
less common and more dangerous technical chart formation."
October 29, 2013
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"The only change in my targets from 23 days ago is a slightly lower expectation for a
countertrend bounce to no higher than 21.8 (as opposed to 22), before this particular
move's trend-concluding smash (point-7)."
On October 6, I had forecast a rally toward 22, but following the new lows that month
and after having subsequently stopped shy of 21.8, I set my sights lower, expecting a
rally off the October lows to only 21.8.
Well, I was correct in identifying the low, but, sure enough, the first forecast went on
the be vindicated, as the Dollar chart allied to just under 22.
This analysis is key to understand within the context of the October 6 report, which
readers are advised to revist, to fully appreciate the description of the expanding
triangle, its technical significance, and where we are within it.
The Dow, euro and Yen charts are related closely, though the Dow relationship is tricky,
since the Dow debacle will come mostly when the euro gets crushed in 2014.
However, note that in the Dow analysis, I wrote of a decline that is followed by a
possibly lower high in the New Year, or perhaps something that merely approximates a
double-top.
In such as scenrio, the Dollar smash relates to a sharp Dow correction, while the rally
from the subsequent low would correspond to the Dow's ensuing year-beginning rally,
as contemplated here (whether the Dow would form a lower high or something
approximating a double-top).
Then, the euro's renewed debacle, relating to banking woes and negative rates in
Europe, would quite fittingly be tied to the Dow decline or even orchestrated cataclysm.
This global picture fits, insofar as far as the currencies and equities are concerned; the
reason that precious metals do not contradict this picture is that their astounding
resumption of their massive secular bull trends relates more to negative rates in Europe
and unspeakably massive QE in Japan, as opposed to any cliche asymmetric
relationship to the Dollar.
Please scroll to next page.
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The 1-year euro ETF chart immediately follows the October 6, 2013 excerpt
hereunder.
The MACD indicator above the price chart supports the notion that the currency
remains in an intermediate term uptrend, while the slow stochastic under it implies an
aging advance. Taken together, the interpretation supports my conclusion, which
follows the ensuing 8-year euro ETF chart.
October 6, 2013
"For the euro (above), this could mean a decline to 132, which would be followed by a
rally back to the 136 level, or even marginal new highs."
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The long term chart above plainly illustrates a horrible downtrend and so I must revisit
a critical scenario (cricial for all markets and asset classes) that I had contemplated
early in the year, particularly since it fits well with the very big picture described above.
I believe that after completing a run toward 140, the euro will be crushed to a level
under 120.
This would be consistent with the equity market debacle of 2011 and its correlation at
that time with events in Europe, including the action in the euro.
Further, in the nearer term of course, the Dollar scenario above is consistent with the
final euro run in the direction of 140.
As well, when examining the Dow section above and what is contemplated there for the
December - January period (whether such volatility plays out over a slightly longer
period into the 1st-quarter or not), the global picture works.
If one finds that the precious metals scenario does not fit with that picture, remember
my view there is that there has been an ongoing oscillation between the old relationship
between the Dollar and gold, and the break from it, as we have also seen this year.
In other words, to reiterate, gold's co-directionality with the Dollar may resume in the
1st-quarter, however unusual that that was when the new paradigm had showed itself.
The 1-year Yen ETF chart immediately follows the October 6, 2013 excerpt below.
14

The MACD indicator above the price chart supports the notion that the currency
remains in an intermediate term downtrend, while the slow stochastic under it implies
an aging decline.
The chart confirms the precision of the forecast's interpretation, which is found in the
excerpt immediately below. Therefore, there is no cause to doubt or change the
forecast.
October 6, 2013
"The Yen (below), like the Dollar, appears to have an obvious pattern to read, I believe.
Specifically, it seems to be concuding an a-b-c-d-e contracting triangle.
"This would be entirely consistent with the Dollar interpretation and lead to a retest of
the lows around 95, dead ahead.
"The point-7 smash in the Dollar would likely coincide with a nasty whipsaw for traders,
who get killed as the Yen would subsequently rally to 105."
October 29, 2013
"Currencies were easily and by far my hottest market for the preceding 12 months,
providing huge gains, in identifying cyclical extremes in the major currencies."
If one was/is a currencies player, that more than made up for equities, so bear these
forecasts in mind, both as an asset allocator, as well as a speculator constructing one's
book.
Once again this year, today's report reflects a sweep in the currencies' performance.
Please scroll down to Yen chart on next page.
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