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NIKKEI  
 
August 11, 2011 
"All of the markets are moving together but, in terms of the Japanese 
outperformance trade that I have been discussing and recommending, it is worth 
noting that, as of 2 days ago, the Dow was down 50% more than the Nikkei from 
the peak, in Yen terms." 
 
At the March bottom, I forecast a final decline to test the lows, which would follow a sharp 
wave-4 rally that was set to commence at any moment. I also felt (consistent with the above 
excerpt) that the Nikkei's outperformance of the Dow would take-off in earnest after that (this) 
last wave sequence. 
 
The 1-year Nikkei chart on p.2 reflects a smaller 5-wave decline (July-August), which could 
be the pattern completion of the March debacle. Under the Elliott Wave Theory, we only see 
on a longer term chart (not shown) how a pattern where the wave-4 surpasses the bottom of 
wave-1 is permitted. 
 
Strategy: The Nikkei will be truly strong versus the Dow and there are currency-
neutral ways of playing this strategy in the futures markets. 
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Given what has occurred with the Yen, and given its inverse performance to the Nikkei this 
spring and summer, I would assume that Japanese bonds will be sold in favour of equities 
with strong balance sheets, just enough to offer very powerful inter and intra-market support.  
 
The search for strong balance sheets will send capital into smaller-to-midsize companies (and 
it doesn't take much to send those upward), particularly as the reconstruction of Japan comes 
to the greater fore of investors' minds. 
 

 
 
DOW 
 
August 11, 2011 
”We have hit the point of recognition within the Kondratieff pattern."  
 

"The target of 10,600 has been perfectly achieved; this level was 
forecast from the peak, more than once. Upside reentry for shorting is 
11,600 (give or take), a month from now." 
 
August 2, 2011 
"The US currency has no value, financial institutions are dysfunctional and en route 
to needing a lobotomy, as equity markets collapse around the world. Gold entering 
a panic phase and, reiterating previous letters, we have hit the directionality story 
regarding the precious metals and the Dow. The principle beneficiary of the change 
is silver, as one might imagine. 
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"While it would be meaningless, the Dow could bump up 100 points, but now is the 
time to be aware that we may be in collapse toward 10,600 right now and not later 
in the quarter." 
 

 
 
Add to the August 2 excerpts the fact that the forecast of a rally to 11,600  (August 11 excerpt 
above) would be the most ideal for investing in a wave-3 collapse that I believe could take the 
Dow "below 8000" in the 4th quarter. 
 
The fast and slow stochastic (above and beneath the 6-month price chart on p.2, 
respectively) have turned down and are at lofty levels, as well. Therefore, there is 
a ton of room immediately ahead, in terms of both time and price, to score major 
gains quickly.  
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The 200-day moving average has gone flat and will roll over with this unfolding calamity. The 
50-day moving average defined the resistance level for the short term, along with the percent 
retracement level. 
 
Investors are short from 11,600, and aggressive traders are using shorter term (6-
week) options.  
 
As a 50% retracement level, I strongly believed that 11,700 would be the final desperate 
lunge (not-published), if it did go to even higher levels (above 11,600). This was completed 
only this past Thursday and, very quickly, we see how violent this debacle is going to be. Get 
ready. 
 
The old-time bearish fundamental and psychological background is in full force, as Wall Street 
rhetoric blames the politicians for everything, citing a lack of confidence for market weakness. 
But... 
 
Do not doubt this week's coup de grace, as the Street must deal with a shocking GDP growth 
figure. A good time to blame their partners, the politicians, eh? 
 
But it is not only they who deceive. Further deception came from Wall Street's hallucinatory 
participants who believed in the adage, "This time is different," believing that money printing 
could keep the party going. 
 
I said "no" to that one, citing the eventual non-acceptance from the international community 
as the Dollar is still the world's reserve currency, unlike other countries that also printed stocks 
to glory in the past. 
 
I believe in basic fundamentals. If the economy is not nourished and suffers, all of the 
pertinent numbers suffer, technical or fundamental. 
 
And this time will have been proved to be no different...as always. Look out below. 

 
VIX 
 
The 1-year VIX chart at the top of the next page illustrates both fast as well as slow 
stochastic that are oversold and turning up, consistent with the coming market drop. 
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The head of the reverse shoulder-head-shoulder formation was back in May, since which time 
the breakout to the upside has been violent. This correction to the 30 level tested the March 
high, while a truer and more dependable neckline is apparent at 20. 
 
It is worth noting that the peak in option time premiums PRECEDES market lows and we 
might therefore "only" see a test of the VIX highs in the coming market slide. That still 
represents a lot of downside market potential! 
 
I also include a 1-year graph from BigCharts, since it provides a less cluttered illustration for 
those less interested in the specific technical proofs. Either way, that  chart is as obvious as 
that of the Dow. 
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          GOLD 
 
December 6, 2010  
"2011 belongs to the mega-bulls, and readers will still more clearly appreciate why 
I have advised investors to maintain 50% of all liquid wealth in this one true 
currency. 
 
May 1, 2011 
"And when we look at the chart, the "parabolicism" referenced in recent reports 
(as likely being the requisite wake-up call to those suffering from irrational non-
exuberance) appears to be gaining steam, much as it already has in the case of 
silver. 
 
The 6-month gold chart on p.7 reflects the ongoing "parabolicism" referenced above, which I 
have been forecasting since $1,050 due to the longer term wave count. 
 
The latter made clear that bulls and bears alike would call tops all the way up. Further, the 
peak of a wave-3 (the 2nd-to-last top) in any market tends to be marked by smart money 
getting out. 
 
In this case, the sharp 3-day correction was an obvious low for 2 reasons: Firstly, corrections 
are completed in the precious metals when a stunning 2-3 drop takes place, since it generates 
a fear that something is beginning as opposed to ending. 
 
Secondly, the smart money was tripping all over itself to get out during the recent smash, but 
they will likely not have the chance to get back in at prices that are the same or better than 
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where they sold their gold. So, the tree was shaken, in this way that I have been describing in 
an ongoing fashion for years. 
 
July - September included wave-3 within the parabolic rise which had "experts" calling tops all 
of the way up (especially after the decline). Now, expect the forecasted ascent to 2000 to 
complete a larger wave-5, which itself exists within a much larger bullish pattern. 
 

  
 
While it is difficult to estimate from this vantage point, I suspect that the ensuing support zone 
after the assault on 2000 would be around $1,750. So, the talking heads and managers will 
never see the correction levels that they had forecasted. 
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So, where did all of the pundits get out over the past decade?  
 
As for SKGS readers, everyone remains 100% invested. We have been bullish since 2002's 
higher low at $280, trading up to the time gold hit $500. From there, apart from a 50% sale 
around $950, we have been and remain 100% long from about $725. 

 
 
SILVER 
August 2, 2011 
"We realized that the $32 area was a low in silver, since silver completes its 
corrections all at once, based on the activity of these past 10 years. That kind of 
market behaviour (a spike directly to the final low area) is the only kind of  market 
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activity that "shakes the tree" well enough to dislodge some of the metal from long 
term investors." 
 
August 2, 2011 
"Silver has bottomed again. In at 32, out at 37, with reentry at 34. Now, I may take 
a little off of the table by writing shorter term out-of-the-money calls; at that, only 
a part of the position will have calls written against it." 
 

 
The 1-year silver chart on page 9 reflects Friday's breakout, which could lead to the oft-
discussed acceleration. We have major long November call positions, as well as a partial short 
September call against the Novembers (not published). 
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The following is a 3-year chart of the silver/gold (slv:gld) ratio, basis the ETFs. I use the chart 
as an indicator for timing purposes, but for those who wish to actually trade the chart using 
futures, then I would add here that resistance lies about 10% above today's level. 
 

 
 
Silver is in the middle of a party, the origins of which were at the lows at 32, where SKGS 
quickly identified the bottom. 
 
Please scroll down to page 11. 
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YEN 
 
 

 
 
The 1-year Yen ETF above reflects a wave count that bears a striking resemblance to gold 
since April, notwithstanding the reversal in the stochastic. And the Yen might be running 
counter to Japanese equities 
 
We see here why correlating markets is not recommended; it can prove confusing, eh? 
 
ASSET ALLOCATION 
 
The breakdown remains: 
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50% gold 
25% Swiss Franc 
25% US Dollar 
 
 
 
Sid Klein 
 
LEGAL NOTICE:  This market letter is the work product and intellectual property of Mr. Sidney Klein.  It arises out of his training and 
profession as an international expert on financial equities.  It is a private correspondence from Mr. Klein to his subscribers.  Any person who 
copies or otherwise disseminates this letter becomes subject to international criminal and/or civil prosecution under the Universal Copyright 
Convention and the Berne Convention for the Protection of Literary and Artistic Works.  Nearly all countries in the world have signed both of 
these Conventions and have pledged to enforce them through their own legal systems.  In addition, Interpol may be called upon to assist in 
the international enforcement of these Conventions through its processes of arrest and extradition.  If you are the recipient of a copy of this 
market letter, whether through the internet or by facsimile, you should immediately report to Mr. Klein the name of the person or entity that 
sent it to you.  Send your email to sidklein@sidklein.com. 
 
DISCLAIMER:  This market letter is intended to assist in the dissemination of information to private subscribers.  The information contained 
herein represents Mr. Klein’s best efforts in good faith to advance knowledge to his clientele, but there can be no implied guarantee as to its 
accuracy or completeness.  The information is given as of the date appearing on this market letter, and Mr. Klein assumes no obligation to 
update the information or advise on further developments relating to the information provided herein.  No solicitation to buy or sell securities 
is intended, and none should be inferred.  Investments are inherently risky, but investment risk itself is a function of individual preferences.  
Thus any opinions, recommendations, or judgments expressed in this market letter are of necessity abstract and general.  They must be 
modified, accepted, or rejected by individual subscriber/investors whose risk averseness cannot be known to Mr. Klein.  
 


