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A HISTORIC LOW (NIKKEI 8000?),
A CRASH (Dow 4000)
Aug. 31, 2002

TOKYO:

Last week, SKWC was setting the stage to prepare investors for a final glorious buying opportunity in Japan, particularly glorious in DDOVS (see past comments). The most recent comment wrote:

“Still, a collapse in the Dow, coupled with certain seasonal factors could temporarily drag the Nikkei toward 8,000. Even in that scenario, consider this: The outside time frame SKWC gives for a low in the Nikkei is January 2003 anyway. On top of that, New York, the cause for any short-term delay in the coming eruption in Japanese equities, may be strong briefly as of October.

“What can one save by waiting? What may one forego by waiting? The hottest region in the world is and will be Asia, led by trade deficits (see attachment). Who benefits the most?  DDOVS!   Japan is Asia’s banker and exporter.”

TIMING - STRATEGY:
The seasonal factors to which I referred were massive Japanese share crossholding unwinding, foreign tax selling of Japanese securities and Japanese year-end. As well, a key low is coming for early October. The key is to inter-relate these dates into a comprehensive accumulation strategy. 2 dates represent lows, while 1 attracts a peak.

Remember, when a key low is anticipated, the implication is that a meaningful drop is expected. Similarly, anticipation of a peak implies a run-up in prices first. A collapse in the Nikkei toward 8,000 will return ignorant Western hysteria to the market, focusing on a short-term pullback in the Japanese economy, which SKWC also anticipates.

Please note the 3rd paragraph of this letter (quoted from last week) and the DDOVS that hardly fall with the market, while proving explosive with any relaxation in general selling pressure.

Remember: DDOVS are not involved in crossholdings!
Remember this as one of the greatest and safest buying opportunities in the history of world equity markets. 

NEW YORK: 

If apparent arrogance would be excused as deference to brevity, I will quote here from last week’s SKWC comment:

“Regarding the near term, the topping process is completing as the Dow now prepares to CRASH. An enormous spike downward, particularly for September, may commence at any time. The Dow could lose 30% fast!

“Last week, SKWC wrote: ‘Remember, SKWC has warned that inevitable economic and market CRASHES will bring out those who wish to divert the public’s attention to matters of war’.

“The rollover into meltdown is free to commence at any time.”

Why add anything? If the Dow ventures into the 6,000’s in September, it will be another perfectly forecast chapter of the bear market, that no one saw coming yet, about which, everyone gets to now be a maven (please see “selected past comments” within the “previous comments” section of the website, www.sidklein.com).

DOLLAR:

The Yen, Euro and Swiss Franc are acting as discussed in recent issues of SKWC. It is highly doubted that SKWC will recommend an asset mix change within the currency complex for a very long time. 

DDOVS represent Yen holdings, while Euro-denominated bonds offer superior yields to US Dollar paper of similar rating. As well, the Euro is still trading below par. The Swiss Franc offers the paper currency most linked to the price of gold, while the metal is the preferred “currency” of all.

GOLD: 

Just as traders developed anxiety that $290 was indeed possible on the downside for gold, the metal gained glitter. Consider last week’s comment:

“At $325, traders didn’t believe that $290 was possible, feeling confident that $305-315 would be the maximum pullback. Now they’re talking about $290.” 

As reported a long time ago, gold has embarked upon a major secular bull market. It is enjoyable participating in it as there was never any premature bullish involvement to cloud clarity.

The reason SKWC came to favour support in the $305 zone, as opposed to $290 is that a major secular bull market invites many players that need to accumulate, who then do so at prices where volume is available. The effect is a correction that is shallower in price but longer in time. That is exactly what we have seen. 

SKWC reiterates the commentary of recent weeks: Any stock that has hit an investor’s desired buy point ought to be purchased. Risk is to the upside with little relative downside.

Golden Star (GSC-T): The stock has been moving up and those seeking leverage may revisit the last paragraph of the August 19 comment.

Sid Klein
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