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TOKYO: Economic indicators are improving slowly - often it is a matter of rates of decline lessening - as part of this quarter’s oft-discussed and forecast bottoming process. Inventory adjustments are at the heart of these indicators’ progression. 

I can only express that there is little to add this week. Recent issues have discussed - in detail - economic and market indicators, including prognoses for how these bottoming phases in the economy and stock market will play out. Please refer to the most recent issues for the latest on Japan and how all pertinent matters and stories are expected to conclude.
NEW YORK: With the exception of the underlining in the last paragraph of this section, all else is re-printed precisely from last week. You are encouraged to re-read for the same reason that this comment is coming out early. This week did indeed break below last week’s low and the opinions on how to view, understand and play this situation are unchanged. Therefore, any break below this week’s lows, especially as the option strategies would be taken into-the-money, ought to be used to exit as the week-end, consistent with my time cycles, could bring an “outbreak of peace in the Middle East”, at least long enough (intermediate term) to fit our cycles. The last paragraph of this section refers to the previously recommended short positions. I have decided to re-send last week’s New York comment because, in the context of it, we must consider that bulls who bought dips this past week may unload before the week-end, a typical behaviour for traders against this type (military) of market background.

“The 146 point collapse early in the week could arguably have been the forecasted time cycle low. The economic news was superb and cycle pressure is ordinarily what weighs a market down in the face of excellent news; the completion of negative cycles reflect the market working off already made decisions to sell. At another time, the economic background would have given the Dow a lift-off. Similarly, once we get past this coming week, which SKWC has 

forecast as the outside period for a market low, the bulls, armed with constructive 

fundamentals, will resume a nearer-to-intermediate term advantage over the bears. As so often reported, it changes neither the longer-term perspective nor what the preferred strategies ought to be. Remember, with A MASSIVE SECULAR LOW IN THE NIKKEI/DOW RATIO (see previous letters and strategies), THE IMPLIED COURSE OF ACTION IS IN-YOUR-FACE CLEAR.

“Readers were repeatedly cautioned that a cycle low that creates a decline that is very sharp and compressed in time may very well relate to a military event so as to obscure investors’ clarity as to what is the dog and what is the tail. While such a particular manifestation of it is not what I had had in mind, a shocking development in the Middle East would perfectly fit the bill as well, for instance. With cycle lows now due, an intermediate-term-rally off of this past week’s low would suggest we were on the money, while a reversal off a collapse to a level below this past week’s low would also suggest we were in-the-money (see last week’s letter and recent commentaries pertaining to strategy). 

“Even if the background story here becomes military as forecast, the song remains the same. That is, watch the cycles and the other technical and fundamental indicators we hold dear. Politics and war comprise the tea-leaves used as indicators by those who know nothing of what drives markets. Be wise. Follow the money. A sharp decline at the beginning of the week should be used to close the near term short positions that may remain outstanding. Short-term traders may even wish to use April call options for a whipsaw rally. Such trading is neither advised, nor at all the purpose of, these commentaries but such positions may be useful for those who are adept traders and who have not followed the lead of these letters in being out of New York.”

GOLD: The following is also a re-print from last week. Reasons for doing so are obvious. “If I may be repetitious, the metal is in a new and powerful bull-market that will soar beyond all present expectations. As so often written here, follow the gold stocks (the Philly Index) for true direction and maintain a portfolio of quality, highly leveraged (to the price of gold) junior gold stocks for profit.

“The supporting background for gold includes a U.S. Dollar that is overvalued versus the Yen and the Euro.”

Sid Klein
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