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Last week was a special report. This week summarizes and clarifies a basic point or two. I do advise those serious about wealth protection and creation during these explosive times to be students of markets, however, staying close to - and reviewing on their own - past commentaries that have clearly spelled out what is expected for Tokyo, New York, gold, currencies and selected special market themes. It is not possible to review everything in every week’s commentary, though those with questions are always free to write in their queries or even call. Some of you have done so and, with so much on the line, no one should confuse or neglect appropriate timing for no reason.

This week’s missive draws attention to New York, including strategy for speculators and hedgers. For Japan, gold, the U.S. Dollar and the Nikkei/Dow ratio spread, please refer to previous comments (past issues are available on request). We will look at Japanese economic indicators again next week. 

New York (strategy): Sid Klein’s Weekly Comment has forecasted every major high and low since the summer, as well as the timing for those extremes. To boot, these pages have even painted the pictures of the backdrops against which those extremes would take place. While it’s only repeating previous comments (as everything continues to follow the script) let’s see if we can’t do it again.

After forecasting a meltdown for September quarter-end, the ensuing low was as well identified (Oct. 1), as was the November high. Not only was the real-time comment deadly but the timing was forecast along with the market level.  This allowed a comment for speculators that option spreads may continue to be a means by which to seek extreme (10 – 50x gains) with defined risk. Sophisticated players were able to short, for example, deep in-the-money puts against those of same strike price with longer dates. If the timing is correct, this strategy, that adds an extra exigency to the obstacle course, makes such outlandish returns possible. If such a speculator (please refer to independent financial counsel to determine whether such trading is appropriate for one’s portfolio) has not acted on any of the dates or market levels forecast in these pages, a shorter term (and therefore higher risk) possibility exists now too. 

Remember; it is by using calendar spreads that one’s returns may be a multiple of the gains for straight long put positions. The risk is also commensurately lower. In the case of the reverse put spread mentioned in the preceding paragraph (appropriate this past October 1), the cost of the long put is reduced by much more than half. If one had bought October puts against short September puts (appropriate this past summer), the cost of the former were cut by, say, 50%, depending on when the position was put on. At the perfectly forecast November top, one may have purchased June puts (please see previous commentary) against short March puts, with the per cent cost reduction depending on the selected strike price. While the probability of very short-term and substantial success via a spread can be less (if the market tanks right away), leverage is driven up via a spread to the extent that costs - and resulting risks - are actually decreased (one receives more puts per dollar)!  Only the impatient near term gambler, or one with a very firm desire to sell the very short term, prefers straight long puts that are only better if the market collapses below the chosen strike price almost immediately.
The basic premise was and is that non-market events (terrorist and military) will occur with such timing as to obscure the fact that collapses are the result of overvaluation, declining profits and the resolution of conspiracy that artificially sent markets higher, longer to entrap international wealth in the first place. We see now that that “conspiracy” relates to fraudulent accounting by the ruling class. 

Conclusion: It is reasonable to expect that the U.S. may commence a military action (Iraq) in time for end of quarter as the market is poised to collapse for and by early April (please see Nov. 19, 2001 letter re: ”bumping”/overlapping). As a result, buying certain April puts against short March puts (strike prices not printed, verbal only) could earn a fortune, much as long October/short September did. After the wild gains of September and the forecasted rally up into November that stopped right where we had forecast it would, a speculator would try for June even if the strategy didn’t work now. These opportunities are few, in the bigger picture, and so explosive, that well-budgeted speculation makes sense for such a player. 

Sid Klein
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