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TOKYO:

The out performance and strength of Japanese securities, as represented by Domestic Demand Oriented Value Stocks (DDOVS), disguises a very sneaky pattern in the Nikkei, for those who follow that index.

If New York should turn into a bloodbath, the Nikkei could complete the final “meaningless wiggle” that SKWC has often discussed. That wiggle would be a final minor 5th-wave subdivision. Simply put, it would be the final decline that is not massive and that is not driven by most stocks. Given the state of affairs in Western markets and the creation of margin calls resulting from calamities in the latter, SKWC merely wishes to remind that if a final minor decline were in the cards, a Crash in New York would not be an unsuitable background (see next section).

NEW YORK: When the Dow made new lows to come into line (in that sense) with the S & P, it triggered the stops and washed out the short-term sellers. The market doesn’t believe in this week’s spectacular bounce. Therefore, perhaps this could be good for a bit. The collapse will resume when everyone’s eye is off the puck. Watch out for a market that makes relatively little progress compared to the swing in short term bullish expectations. If you are a short-term trader and can tune in to that, you should be able to catch the next wave lower.

When SKWC’s predecessor, SKDF, identified the perfect peak of the Great US Bull Market, it discussed 6,000 as the first major intermediate term support zone. The long-term (secular) support level was and remains around 4,000. With no time cycle support due until early October, who knows how ugly this can get.

The bottom line, if I’ve learned anything about human psychology, it is that those who are losing 40-90% of their capital refuse to sell, while such market levels await that will make selling a choice entirely a concept of the past.

DOLLAR: There is absolutely no change from recent letters (see “previous comments” section on-line). One should hold one’s domestic currency to the extent that one’s living conditions (cash flow) demands. Apart from that, one’s currency portfolio (the currencies in which one’s securities are denominated) ought to be comprised of GOLD, Yen and Euro.

GOLD: “In any event, these pullbacks have occurred and patterns are not resoundingly bullish, suggesting yesterday’s $6 spike was short covering related. 

“In short, GOLD could still pull back to $305. It doesn’t matter. The major secular trend is up. For those stocks that have suffered pullbacks, acquisition may commence at any time that one wishes.” 

The above 2 paragraphs quote from last week’s letter that immediately described the preceding week’s rally as phony. Worse, the chart patterns of individual companies were bad. SKWC’s point was that, as GOLD stocks have been leading the metal, it seemed obvious that the metal’s rally was for suckers.

Still, GOLD is in a massive secular bull market and the next wave up could be really something when it comes. Those stocks that have pulled back to deemed buy points may be purchased at any time. This is the key point this week for GOLD.  

Sid Klein
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