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TOKYO:

ECONOMY:

Restructuring, rather than increased sales are behind much of Japan Co.’s profit recovery. Sales and profits put in lows in early 1998 and 5 years before that. Now, final 5th-wave lows are on track for 2003. This fits perfectly with SKWC’s notion that Japan may slip into a brief, minor recession, thus supplying the ideal backdrop for a final low in equities very soon*. Sentiment continues to up-trend for large and small manufacturing and non-manufacturing companies. Higher Tankan surveys are therefore expected from here, further evidence that another economic pullback would be brief and shallow.

STOCKS: 

*The stock market, one must further bear in-mind, discounts economic events at least 3-6 months in advance. Last year, stocks flushed out in September, while the economy bottomed in January-February. Remember too that the restructuring-led profit turnaround here referenced suggests that next year’s bottoming in sales will have a deeply leveraged effect on Japanese corporations’ profits and stock prices. The speed of the latter’s blast-off will leave underweight, Western investors flabbergasted, panting in the distance (see conclusion of this section).

Weakness in US stocks and March 31 Japanese year-end suggest that this is not the time for Japanese authorities to spend funds to either support the stock market or the economy. Why should they? The present process is allowing foreigners to sell Japanese shares back to the Japanese right at the market lows. Most of all, the selling of Japanese shares is being caused by foreigners needing to dump shares as they have their heads handed to them in their own domestic markets. With this ideal selling/re-purchasing scenario continuing, why would the Japanese upset that winning formula?

Time and again, SKWC has reported that Domestic Demand Oriented Value Stocks (DDOVS) are held neither by foreigners, nor Japanese crossholding institutions. Thus, DDOVS are not exposed to the worst selling pressure potentialities. Further, there is a special backdrop against which these market realities are expressed:

Reiterating past SKWC observations and as recently reported by the Wall Street Journal, Japanese enjoy household savings of around $12 trillion US (approximately 40% of the world’s savings). Despite this fact, Japanese presently own about one-quarter as much stock as Americans. Moreover, only a small amount of capital is required to cause an eruption in DDOVS. 

NEW YORK: 

SKWC forecast a crash into the 6,000’s for early October that would be timed with military action so as to disguise the economic calamity unfolding in the West. SKWC is only referring to timing, not whether such an attack is now necessary or who began the difficulties in the region in the first place or when. We know that the economy and equity valuations are the cause of market collapses, as our time cycles have identified the past collapses and, as a result, military activity.

One may ask how an assault could be timed with a collapse in stock prices when the Gulf war ushered in a market eruption. Reasons include the fact that the Dow fell into the lower 2,000’s then, whereas today’s invasion will have been preceded by a multi-week countertrend rally to 9,000. Other factors may include: 

Iraq may spend whatever special weapons it may actually have on a military exercise, with success that shocks everyone. Remember, Saddam Hussein knows that he is at the end. No matter what, it is not SKWC’s function to get into such guessing games that only the market pros seem to realize have nothing to do with the market.

The bottom line is that SKWC again nailed a perfect intermediate term peak, forecasting a move into the 6,000’s for early October. If correct, are you ready?

GOLD: 

The metal wants to break over $325 and, when it does, the short-term momentum is on its way. Last week’s letter was replete with stock recommendations and a 32-year gold chart that clearly shows that the break over $350 will usher in an explosion that many will surely relate to war that, as SKWC readers know, has nothing to do with anything. Stocks listed last week possess extreme leverage. Those living in the past, wrong for years on gold will continue to miss out.     There is absolutely no change from previous currency comments.
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