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IF WE’RE ON THE MONEY, 
ARE WE IN-THE-MONEY? 
March 23, 2002
TOKYO:  It seems as though it was only over these last 2 weeks that these pages forecast that economists and other analysts (later followed by the World Bank) would be raising their pathetic estimates. It has already begun.

Letters this quarter reported that inventories have been collapsing, particularly in the IT-related sector and that, as this is an accurate leading indicator, one may expect a low in the economy in May – June. The data, as reported, suggested a bottom in various economic indicators, including the IT-related series, in the 4th quarter of last year. All this is being borne out. 

Along with these forecasts, Sid Klein’s Weekly Comment (SKWC) surmised that industrial production had bottomed (in the 4th quarter as well), or was putting in a low, and that the Leading Economic Indicators would take off. They have. 

As well, these pages discussed Yen strength, while everyone looked into the abyss. Reasoning here included capital flowing back into the Japanese economy as the latter strengthened along with the stock market. Please add another reason. Asia, and trade with it, is strengthening. As often reported, Domestic Demand-Oriented Value Stocks (DDOVS) include those companies that do business within Japan and the rest of Asia. DDOVS and the Yen move in the same direction. They do not have the inverse relationship that the currency and the exporters have. 

As you know, DDOVS are the only theme in the world in which I believe, apart from gold and leveraged gold equity plays (see below). The special report of 2 weeks ago described, among other indicators, the turnaround with respect to small companies that I foresee as one of the factors consistent with conditions in 1998 – 99. Here, too, and consistent with the preceding comment regarding domestic demand-oriented companies, expect surprising strength. Of course, everything will have been a surprise, given the moronic expectations of gloom by the Western media and economists/“analysts” alike.

NEW YORK:  “The forecasted time cycle low due over the next few weeks would probably relate to a military event. The reason for this is that when an entire decline occurs within a compressed time frame - as opposed to more consistent or gradual trending, for instance - it is natural that there be a particular event that the market may believe is the cause. Moreover, this would be consistent with the key comments made in these pages back on November 19, 2001. There, it was explained what I believe to be the most important and relevant aspect of market analysis pertaining to New York today (“bumping”/ overlapping). A military related story, as background to a hard, swift and short-lived market decline, would also be consistent with the comments made in the letter, “Wag the Dog”.”
The preceding paragraph is how this section commenced last week (parenthesis added). There is little to add except that the Dow is indeed falling into the forecasted time frame for a cycle low in or by the 1st week of April. Since there is little time left for decline, then, the level maintained will be one that is sufficiently high as to encourage bulls soon (in April) that new all-time highs are possible. In fact, economic numbers will support the case. Regardless, a swift decline over the next week or two, particularly if related to a story that engenders inordinate fear (see previous paragraph), ought to be used to exit short positions. Such a decline below 10,000, on the money for our time cycle low, would take our put positions (see recent previous letters) into-the-money.
My own view is that the Dow would resume the trading-range-thing through the summer. I believe this because, for me, no matter what, a massive secular bear market has begun in the West, led by the world’s most overvalued market. Therefore, the Dow should not achieve new highs. Be clever, however. A slight new high would change nothing, except bullish sentiment. The U.S. market and the fortune of investors in it, peaked in the 1st quarter of 2000, as then forecast with precision. 

GOLD:  Friday’s strong advance in gold further supports the case that higher lows are being built in the metal, against which (gold) stocks are trending higher and higher. Apart from DDOVS, this remains the only theme in which I believe. It is reiterated here that a portfolio of gold companies that are leveraged to the price of the metal makes a great deal of sense, in the context of one’s financial situation. 

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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