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SPECIAL NOTE: For subscribers of ROB TV (Report on Business), available on Satellite TV, the editor of Sid Klein’s Weekly Comment (SKWC), yours truly, will be sharing a few moments-worth of views, regarding Japanese Domestic Demand Oriented Value Stocks (DDOVS), at 10:20 a.m.

TOKYO:

ECONOMY-YEN-YIELDS:

The current account and trade surplus remain strong, good for the Yen and further attractions for foreigners to Japanese assets. As the strong balance of payments that Japan enjoys is good for Japanese shares and bonds, the fact that Japanese retailers are net buyers of foreign bonds in search of higher optical (rather than real) yields suggests that, once again, Japanese retailers will have their heads handed to them by currency-depreciating foreign bonds.

The great irony regarding the above is that Japan enjoys higher real dividend yields than the UK, Germany, France and the US, that finds itself at the bottom of the heap!!! This reality too will force Japanese into DDOVS. Further underscoring the under valuation of the Yen, in the debt category, the 10-year Japanese Government Bond (JGB) also enjoys the best real yield of its group, with the US again finding itself at the bottom. 

That the Japanese retailer is fishing for optical yield again right at an extreme is further evidence that the Yen has seen its lows. Evidently, Japan’s retailer investors have not noted the strength of the Yen. They will, and when they do, their non-support of this past week’s JGB auction will be a source of regret. 

STOCKS: 

Stocks last yielded over 1% at major lows in ’92, ’95 and ’98. Like 1998, stocks actually yield more today than JGB’s.

Japanese government and other major league investors are another story, as compared to the Japanese retailers. There have been 6 consecutive months of net in-flows into Japanese stock investment trusts. Pullbacks in the value of net in-flows were brief, when coinciding with US market declines that caused Americans to sell Japanese shares that further depressed the value of Japanese stocks.       The bottom line is that there are no bear markets in DDOVS (or gold).
NEW YORK: 

SKWC forecast a crash into the 6,000’s for early October, right at the recent peak around 9,000. SKWC has had no peer for market timing on secular, cyclical and intermediate term bases. Readers are here encouraged to review “previous comments” online, as well as “selected past comments” within that folder. Past articles within “Sid in the Press” offers vital historical perspective, particularly for those gearing up now to make money in Japan again. 
DOLLAR: When the Yen, Euro and Swiss Franc hit intermediate term peaks weeks ago, SKWC identified that as being similar to gold getting stuck at our forecasted initial resistance zone around $325. There is no change in SKWC’s viewpoint that the US Dollar is in a major bear market. 

Simplistically, one may divine clues from gold as to the future course of the greenback. Again, remember that currency trends are strong, with pullbacks tending to be shallow as time replaces price, leading to corrections that are generally sideways in nature.     Anyway, gold is the strongest “currency” of all.

GOLD: 

SKWC has been enjoying unparalleled good fortune in targeting the metal, as well as entry points for both micro and macro-caps vis-à-vis gold (see previous comments). For instance, after desired micro-cap issues corrected 50%, they were recommended, regardless of whether or not gold had achieved the last drop of pullback. Timing was ideal as the backdrop was a metal that we did not see falling much below $305, anyway. Equity discounting being what it is, there was no logical reason to wait and SKWC reiterated that it would be foolish to (repeatedly?) risk missing out on the bounties of a secular bull market.
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