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While everyone sweats profusely about Japan’s fate (the Yen, bad debts, etc.), the public revisits its previous delusions and hallucinates that the Dow is still in a Bull market and that Japan is an eternal basket case.

REALITY CHECK: Christmas sales season has begun with much worse than expected numbers in the U.S. (certainly by the perma-bulls…I think they’re called “touts”) and Japan’s economy, all else notwithstanding, enjoyed a better than expected Tankan survey this week, on which the Nikkei did rally 300 points before reversing at week’s end. The Dow, meanwhile, has already slid back toward 9,600. This shows why I looked for a peak around 10,200-10,400. Others have looked for a 1,000-point rally on bin Laden’s death…from 10,000. This pullback allows for a nice rally…that   gets nowhere close to 11,000.

ON JANUARY 13, 2000, I CALLED THE TOP OF THE DOW’S BULL MARKET AND HAVE BEEN COMMENTING ON ITS ROLLOVER EVER SINCE. Keep your eye on the prize, the big picture. A selling opportunity is being served up as a result of an event that has nothing to do with markets, revenge. Smart money, meanwhile, is saying good-bye.  Please review the section, “Financial, economic, political/military”, from the November 19, 2001 letter! The upshot is that a calamitous long-term bear market is well under way that the politicians can relate to war. 

The gap between the Nikkei and the Dow widens as most sleep to the bigger stock market stories (please see most recent 2 letters), setting the stage for what could be blockbuster profits next year and beyond in the very low risk strategies outlined in those letters. I don’t know if the Dow will still come through with the final push to the forecast (maximum) peak, but if the Nikkei were to suffer its seasonal calendar year-end weakness coincident to such a final Dow rally, then the contemplated entry point for ratio strategies would be achieved.   Be ready!!!

Going back to the 1980’s, in the predecessor to the SKWF, Sid Klein’s Daily Fax, many of you have enjoyed forecasts of year-ending or year-beginning secular and cyclical turning points. The outrageous successes of the best forecasts were accompanied by the greatest disbelief of most, or simply not understood except by the most professional of investors. I believe that those who wish to, can get their minds around what is going on and use the recently discussed strategies, entry points and risk management techniques to enjoy staggering returns, or simply benefit from the best possible capital preservation plan according to what is best suited for them. Today’s market background has no historical precedent and that is why I have urged you to review certain material. You are welcome to ask for clarification on any point or request the re-transmission of past letters. Leave the least possible to chance.

I suspect you will be shocked by how long this bear market will last or to what dismal level it will fall. 

Sid Klein
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