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NEW YORK 
 
I have a strong intention to forecast and identify the summit of this move, which I have 
often referred to as the post-29 Crash parallel. The post 2008 rally has been skewed by 
printing, causing a greater time duration than during the Great Depression. That is why, 
in Elliott Wave terminology, this is the end of the Grand Super Cycle.  
 
At the bare minimum, for some, the latter refers to a cycle dating back to the 1700s. 
For other analysts, including myself, this cycle ends something far greater than that. 
Knowing just how great the cycle is may be treated as a moot consideration, but for 
academicians.  
 
So, today, we discuss the perfect Dow peak, if not its precise final tick.  
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My idealized target for the Dow remains 13,756, but  a stretch into November means 
nothing. I'll even reiterate the possibility of a failed attempt at 14,000, just to give it the 
kiss of death.  
 
When traders see the possibility of a final move in a long trend's direction, often, as 
Richard Russell has pointed out, the extreme has already been seen. 
 
The following two paragraphs, coupled with the ensuing chart, express and summarize  
the dire condition of the stock market and its bear case. 
 
When you have completed this section, the question to ask is, "Am I again reading 
about a major turning point, with all that is at stake, against so little to gain?" 
 
August 5, 2012  
 
"The following 5-year chart of the Dow Jones labels the 3 major moves up 
since the 2009 low. Each move is subdivided by 5 waves, as indicated below. 
To emulate the previous two moves, there would need to be a final thrust 
higher into the end of the 4th quarter to complete the 3rd wave. 
 
"NOTE: The labeling below does not reflect the rules of the Elliott Wave and 
is merely intended to illustrate the pattern since 2009 and how this move 
would end if consistent." 
 
"The end of the year will then mark a global calamity of epic proportions, as 
countries exit the eurozone, an eventuality upon which this forecast is NOT 
dependent. There are "fiscal cliffs", Dollar-related earnings miseries for the 
US multi-nationals, etc." 
 
Please scroll to page 3. 
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August 15, 2012 
 
"When markets collapse, central bankers use whatever monetary tools that 
they have at their disposal to rescue the system. Greenspan did that in 1987 
and Bernanke did the same in 2008. 
 
"On this occasion, Bernanke has fired all available bullets right at the highs."  
 
August 5, 2012 
 
"As for the Dow, this will have meant an "all-at-once-debacle" (as I have 
called such occurrences in the past), as opposed to a more gradual decline, 
like the more kind and modest smash of 2008." 
 
Having identified the bond peak, I am now looking at a Wave-3 pattern that could 
take the TLT (20-year US government bond ETF) to 108, because EVERYONE is long 
the bond market , in response to global fear and lack of imagination.  
 
Managers are being pushed into stocks by QE, and the precious metals are now, for the 
public and hedge fund managers, a superior alternative. 
 
After all, if the "fear investment" is exiting its safe harbour, then doesn't that capital 
have to flow to an investment of like nature?  
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At silver's lows, I wrote that an infinitesimal fraction out of bond investment could 
double silver fast, perhaps by yearend. 
 
With the collapse in bonds in full swing, there is ample cash now for the oft-forecast 
meteoric rise. 
 
As for bond traders, if the TLT is pushed up a point, it could be a brief opportunity to 
jump in. If. 
 
Please scroll to page 4. 

 
 
The EFA is a Morgan Stanley index that is designed to track the world, ex-US. It is 
heavily weighted to Europe, though Japan does comprise 20% of the index (see 
NIKKEI). 
 
The 3-year EFA chart below illustrates a long term shoulder-head-shoulder pattern, and 
it may be a better initial foray into shorting world markets than the US, regardless a 
possible retest or minor break of the recent EFA high. 
 
Please scroll to page 5. 
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CONCLUSION 

Even if my idealized target of Dow 13,756 is ultimately exceeded, it would not by much, 
and mean as little. When considering the possible value of 200 points(?) and a month, 
look at 2007 and my identification of the top then.  
 
At the time, I had to reiterate the call for a 2008 collapse, with a significant intervening 
decline between two major turning point letters. 
 
I'll continue to monitor the near term for short term traders, but for everyone else and 
all other purposes, does the next month really matter? 
 

Otherwise, the song remains the same. So,.... 

September 15, 2012 

"As forecast and described so often in these pages, this rally (in the stock 
market) will have taken place on the back of global printing which, once 
commenced, will have created the 'sold-to-you-rally.' 
 
"Long term money, smart money, will have sold through this rally. The 
"underweight" investors will have created a quarter-ending influx of funds, 
to which smart long term manipulators and ruling class investors will have 
distributed stock. 
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"Remember, when people analyze "underweight" or "overweight", they are 
doing so within a given paradigm that is NOT  the appropriate one at such a 
major secular turning point.  
 
"Sometimes, it pays to not be over-analytical of numbers. Simply, "they" 
want out!" 
 
Yes, the stock market may hold up for a month more, but once everyone has taken a 
bath in their bond portfolios, they may wish to cleanse themselves of everything else, 
too.  
 
Again, yearend and beyond is hellfire. Do you really want to bet that I'm wrong this 
time. 
 

NIKKEI 
 
Having identified the perfect low at yearend, as well as the subsequent April 1, 2012 
peak, I wrote on June 4 that investors should abandon Japan after sizeable rally. 
 
The rally has indeed occurred, leaving a corrective Elliott a-b-c pattern in its wake, 
suggesting that the decline may resume. 
 
However, my suspicion is that the Nikkei will rally to the upper trend-line of the 5-year 
chart below. The Nikkei would do so on the strength of BoJ printing, thereby creating 
another international "sold-to-you rally." 
 
In the global calamity of 2013, the Nikkei could smash to 5750 (as it tends to 
overshoot), upon breaking the 2008 bottom. 

 
Please scroll to page 7. 
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SHANGHAI 
 
Below, the 3-year chart of the Morgan Stanley China A Share fund is followed by 
a look at the 1-year Shanghai Composite. 
 
There exists potential of 15% - 30% gains in this wild and whacky off-cycle market, 
which should outperform global indices into mid-December, peaking last among 
major global indices. 
 
As with the Nikkei, any bull move is related to currency and monetary policy 
manipulation.  
 
I believe that this low in Shanghai is coinciding with the change in leadership. I may 
even be underestimating the probabilities of the China-related indices' strength in terms 
of price; such underestimation perhaps extend the rally's duration into January. 
 
However, I will stick to a mid-December peak, with gains bound by 30 percent from 
bottom-to-top. 
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SILVER 
 
The acceleration pattern repeatedly forecast in these pages and special reports is 
unfolding now, including a quick shakeout within it, as per the 1-year SLV Elliott 
Wave-annotated chart immediately below. 
 
The interpretation is a down and dirty violent shakeout that rids the market of late-
coming retailers, followed by a streaking pattern that technicians don't understand since 
the Waves are obscured by the pattern's speed.  

 

 
 
In covering the fundamentals at length, past reports used to be lengthy. Now, 
exigencies lean toward technical analysis, as secular financial and economic forecasts 
have long since been realized. World markets face broad global destruction in 2013. 
 
The Long Term Silver Technical Analysis report written for Gold-Eagle covers the 
fundamental and technical analyses that continue to unfold, and which provide the 
context for today's letter.  
 
Meanwhile, the past decade's track record, and forecasts of major precious 
metals turning points, should provide readers the confidence to time and profit from 
this acceleration, as per this report's analysis. The timing is worthwhile.  
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OPTION VOLATILTY PREMIUMS ARE AT LOWS, JUST AS THIS STEAKING PATTERN 
PREPARES TO ACCELERATE. So, catching this flush-out can help with one's otherwise 
underperforming year.   
 
August 5, 2012  
 
"For silver, this will have meant a dramatic spike in price and volatility, after 
having suffered a virtual death in volatility."  
 
September 15, 2012 
 
"The SLV had closed at 26.96 on the Friday before the above was written..."  
 
"Simply, the 5-wave count that everyone is looking at is not terminal 
(awaiting a subsequent wave-2 correction) but, rather, may only be a very 
"minor" 5 waves within an accelerating Wave-3.  
 
"My 31 years of experience recognized that the pattern had become coiled 
and that the multiple 1-2, 1-2 wave patterns suggested a "drive-thru" spike 
advance, once it would break out:" (Excerpt below followed the preceding.) 
 
July 1, 2012 
 
"The market could be stunned to discover how quickly the SLV rallies to 

$39." 

GOLD 
 
Regarding silver's premiums, to not inundate with charts, the 1-year gold volatility chart 
below also serves to make the argument above. 
 
As regards this metal's corresponding flush-out, gold could take a dirty $45 hit to get 
the talking heads going, and panic-out from the GLD those late-coming retailers who 
will have listened to them.  
 
In any event, regarding both precious metals, option time premium (i.e. VIX, GVZ) 
analysis has helped call buy points in the underlying, as the spiking price patterns have 
obscured where new positions could enter. 
 
Apart from helping time the underlying securities, the option premiums have suggested 
two things:  
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Firstly, that the price peaks are nowhere close to completed. Secondly, that those who 
missed the lows this summer can "get even", without getting mad, by buying leverage 
at premium LOWS, just as accelerations in the underlying are getting underway!  

 

 
 
For both gold and silver, as I explain in the NEW YORK section's coverage of bonds (the 
TLT), the collapse in bonds is freeing up plenty of global fear-capital, since it was such 
capital that had flown into US paper in the first place. 
 
Meanwhile, it takes little capital to drive silver and gold to their more lofty targets. 

 
CURRENCIES 
 
I reiterate my view that the  1-year FXY (Yen ETF) chart on page 12 could be crushed 
to 113.  
 
As often reported recently, the Japanese have no choice but to keep pace with their 
fellow central bankers in the printing game, due to deficits and the self-enlightened 
interest of minimizing the edge that the Europeans have been enjoying with a 
weakening Euro.  
 
Christine Lagarde was told in Japanese parliament that the Euro's debasement would 
not stand.  
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As I've exhibited in my writings and track record since 1989 where the ever-mysterious 
Japanese are concerned, they always do what they say, only well after they have made 
the intentions know. Then, westerners completely lose track and get fooled yet again. 
(Please see the NIKKEI section above.) 

 

 

The 5-year FXE (Euro ETF) chart follows on page 13.  
 
August 26, 2012 
 
"With prior issues having forecast 123.50, the 6-month Euro Trust ETF chart 
below illustrates how that level was hit to a tee before pulling back, since 
which time I have written that major resistance comes in at the 126-129 
area (see chart below)."  
 
As readers know, hard currencies are covered for asset allocation purposes, more than 
for purposes of trading. Yet, we have enjoyed success in calling the Euro this summer 
down from the 130's into lows and back upward. 
 
Now, I don't like the crowded nature of the call to the upside, just as I didn't like the 
crowded nature of the short trade this summer. I had felt that final resistance for this 
whole move could come in at the low 130s, and I will stand aside from commenting, 
save for a longer term and potentially crucial view: 
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While the Euro could trade between 128 - 132, the 5-year pattern looks eerily like 
silver's 1-year chart. In such a scenario, the Euro would collapse to under the recent 
lows at 120, but by a smidgen, and just enough to eradicate the bulls. 
 
The news would be a re-visitation of old sorrows and the previous psychological 
reactions to them.  
 
Then, as per already existent plans in the drawer, Greece (at the minimum) 
will be dropped, prompting an eruption in the currency to 140. 
 

 
 
August 5, 2012 
 
"The Dollar Index has obvious support at 80, but a break to 78 would catch 
the precious metals bears off-guard completely. Meanwhile, trend and 
neckline supports are in the 80.50 - 81.00 zone." 
 
Today, 81 has become the level to short. 
 
Beware of old relationships between the Dollar and the precious metals, if not the 
commodities in general (note this week's smash, ex the PMs). With the advent of 
eternal QE, the relationships to gold and silver mean as little as the paper. 
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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.  

 


