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Dr. Raymond Wheeler & Everyone’s  Dow Crash Trigger
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August 31, 2005 2:15 a.m. (EST)
Nikkei:             12,412.82
*April 2003 low: 7,603.76

*- See March 31 & May 3, 2003 reports, along with April 10, 2003 ROBtv interview (5 min.), on homepage.

NEW YORK:

In multiple print sources, on TV and in consultation with investors, with the repeatedly painted and broad picture viewed in great detail, the conclusion was always that one should not ever make the mistake of being hypnotized by the question: “But what will/would trigger it?”

Apart from a lack of market history, it reflects that the investor is setting him/herself up to be deceived, once the bear market (in this case) begins. Specifically, SKC has often reported that an event is tied to a market move, only for the market to later collapse for sundry reasons, thus disproving that the trigger is the cause. If one confuses the trigger as the cause, there will be no proper sense of asset allocation, or investment timing either.

Today may be a (the?) prime example?
While discouraging placing attention on it, for market intellectuals, I have also reported that the positioning of the Kondratieff Long Wave is in perfect harmony with Dr. Raymond Wheeler’s conclusions on markets, via his work on climatology. Dr. Wheeler’s work and study are of great worth, since it has yielded great results over the past decades, since his passing. 
For a greater look at what SKC has written on these scores, please see the following linked document. It is a piece written for Gold-Eagle, which was published two days ago, August 28, 2005.
http://www.gold-eagle.com/editorials_05/klein082805.html    
For the same market intellectuals, the upshot was that the wild card for that proverbial trigger could, sadly, be a major natural disaster in North America. Several growing and disturbing events, both in number and calamitous damage and harm, have wreaked havoc on this continent in the recent past. The Tsunami, and every other natural disaster, has piled on to a stressed international financial system. The thought about the next major disaster in North America stemmed from the fact that the market in New York could then fall, using an arguably unforeseeable event as its excuse. Of course, and most poignantly, it would be closer to home.
Continuing to fit the profile discussed at the top of this letter and immediately after 9/11 (see “previous comments”), the market would rally strongly from the low (wherever that is), thus creating the mood: “Well, the market has created some bargains and the worst of the disaster is in the market, so let’s buy.”               Then, after the ensuing “suckers rally”, the market makes new lows, substantiating the fact that the Secular Bear has many reasons to growl, for a very long time.

While Bears wonder about an October – November crash, September would be a major surprise. If it doesn’t happen, and the resumption of the Dow’s Secular Bear Crash (which began January 14, 2000) is delayed, due to mythical or real “short term indicators”, the point is moot.

For put-holding hedgers, one may note that the VIX is at historically trashed-out levels at 13.65. A collapse in the Dow toward 6,500 includes a VIX spike to 40 - 50. This implies a massive positive double whammy for puts, including the several opportunities for hedgers to accumulate premium along the way. This is a bearish contrary indicator, as it was for the Nikkei at the end of 1989. 

How could any analyst divine a bullish conclusion from the VIX in all sincerity? 

This evening, on ROBtv, the spotlight was on the bull camp in the interview. It made me think that countless “grudging bulls” (the folks who feel: “I can’t sell because the market hasn’t scared me enough yet, by falling”) will say: “Well, I did feel that stocks were high, but how was I to know how much the disaster in the south would cost?”           Still, “buy” means “buy”. 
I applaud CNBC for allowing the contrary view to the institutional position of: “Don’t sell those funds that give us recurring revenue…at least not before we’ve sold”.
The market is poised to fall off a cliff now, while propagandists tell investors about short term bullish indicators. The tragedy in the US is huge and provides the market with the opportunity to conclude that it’s not falling for basic or ordinary reasons. This will be followed by: “C’mon, no one could have foreseen that.”       The answer here is, please revisit the first two paragraphs of this report.
Today’s intra-day rally was as manipulated, as the whole extension to the Bull market has been. It sets the market up for the pros to sell. Wall Streeter’s may smell that this event in the southern part of the United States is cataclysmic. That’s when the propaganda heats up. “Pro’s first”, as the expression goes.
Gold benefits when a government’s slothful balance sheet is side-swiped by what it did not, or could not, foresee. Sunday’s report for Gold-Eagle (linked above) wrote that gold should not really fall much below the $435 area. Short term traders may get hypnotized by the potential of $5 - $10 more downside, but investors would only be missing the big picture. 
As the Dow heads to 6,500, certain bond portfolios should be as much as 50% liquidated, in favour of gold. SKC is bearish on paper currency.
Sid Klein
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