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Told You So 

May 31, 2002
Please note: The April 20 comment, the last before departure to Asia, indicated that commentary would recommence the weekend of June 8. Instead, we’ll get going this week with a summary and an indelicate title. 

TOKYO; NIKKEI/DOW RATIO: While New York has been withering (see below), the Nikkei has been stuck close to the upper end of its upper range near 12,000. The Nikkei’s low was identified in these pages right around the time of the bottom, as was the trough in the economy. SKWF identified the low of the Nikkei/Dow ratio at 1.03. After a brief and meaningless break of 1.00 (which will not even appear on the annual or quarterly charts that are generally used for this multi-decade indicator), the ratio has taken off, presently near 1.2 (1.18). For futures traders, this represents enormous profits that are made more striking by the fact that this is the beginning of an advance that will soar to 2.00, 3.00 and so on. This is no misprint. Please review previous letters to appreciate the different roles this information may play in one’s portfolio, as well as the implications and significance of this new secular trend. 

Told you so.
NEW YORK: The April 20 comment reiterated (summarized) that the secular trend is bearish, the cyclical trend is bearish, the intermediate term trend is neutral and the short-term trend is bullish. Events since my departure serve to underscore (along with the past commentaries presently available on the website) that SKWF may be the most valuable and accurate commentary available anywhere today!

The argument was that an intermediate term low was correctly forecast for the 1st week of April within the context of a major secular downtrend that commenced, when identified, back in the 1st quarter of 2000 (please see “selected past comments” on the website). The net effect of the cross currents, I argued, would be a sideways market through the summer before resuming the crash. This is precisely what has happened. 9,800 – 10,000 has held up well, while 10,400 represents resistance. 

This bodes well for the bears. If this were a bull market, the April low would have led to new intermediate highs. Once this intermediate term upward cycle pressure wears off, the market is doomed. A sub-cycle suggests weakness through June that may coincide with military events in Asia, the short-term resolution of which could serve as the background for a final summer rally push. 

This “told-you-so” is leading to a much bigger “told-you-so”.

DOLLAR: The Yen has been powerful, as forecast in these pages and for the reasons forecast here. US ASSETS (stocks) ARE LOUZY AND, AS A RESULT, MONEY IS NOT FLOWING INTO THE DOLLAR BUT, RATHER, THE YEN! Also as forecast, analysts are revising upward their expectations for the Yen. 

Told you so
GOLD: The forecasts in these pages held that we would quickly see $325 per ounce, en route, ultimately, to levels over $500. SKWF turned bullish at 285, remaining continually bullish on leveraged gold equities. Of course, the group became very overpriced, serving, more than anything, to forecast higher bullion prices. 

Told you so.

MILITARY: The press throughout India is a shining example of a democracy that does not editorialize. As a Canadian, I was proud to see another true example of a free press unencumbered by a propaganda ministry. When headlines question: “What is the government waiting for?”, know that something is up. What “is up” is national unity where there is rarely ever a shortage of political in fighting. Like Israelis, Indians are fed up with tyranny and being held up by foreigners who have their own agenda. Tired of being slaughtered at home by terrorists, they too will defend themselves with a better-late-than-never attitude. 

War may serve as a background to the above-mentioned down cycle for June that yields to a strong July-August once the problem dissipates without nuclear conflict. I am merely proposing this as a highly plausible scenario given all technical market factors.

No matter what, consider this: Canada, Britain and the US have asked their citizens to be alert to leave or leave, as the case may be. India notifies these Western nations of her intentions. Meanwhile, India has also said (publicly) that there is no risk of war at this time and that the status quo will prevail. It is not as though one totally telegraphs military intentions to the enemy. Therefore, the combination described in this paragraph is a sure recipe for now imminent war. 

Sid Klein
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