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A PERFECT LOW, 

A CRASH 
 
Aug. 25, 2002 
 
 

TOKYO: 
 
AMEX JAPAN INDEX (strategy): 2 years ago this month, the Japan Index briefly 
traded over 210. Friday, it closed under 105, forming a triple-bottom. For a 
speculator with an opinion as to what may be the most likely time frame for the 
next major leg of market advance, for someone with knowledge as to how to 
profit from such knowledge using calendar (or calendar/price) call time spreads, 
the potential profit and leverage is huge. 
 
By simultaneously selling a call, risk is reduced while leverage is increased 
dramatically, if the short side expires. One requires a look at all strike prices and 
dates to match strategy to one’s market view. A 3rd key date apart from the 2 
below includes Japanese year-end.  Regarding such matters of timing… 
 
STOCKS: 
 
…SKWC (formerly SKDF) identified the perfect peak of the secular bull market in 
January 1990 and the secular bear market’s orthodox low in October 1998, each 
within a day. Afterward, SKDF identified the peak of Japanese tech stocks in 
March 2000. Now, SKWC states clearly that that the price low for the Nikkei was 
probably seen last September as the leading economic indicators (LEI) have 
been up and repeatedly confirmed since January! 
 
Still, a collapse in the Dow, coupled with certain seasonal factors could 
temporarily drag the Nikkei toward 8,000. Even in that scenario, consider this: 
The outside time frame SKWC gives for a low in the Nikkei is January 2003 
anyway. On top of that, New York, the cause for any short-term delay in the 
coming eruption in Japanese equities, may be strong briefly as of October. 
 
What can one save by waiting? What may one forego by waiting? The hottest 
region in the world is and will be Asia, led by trade deficits (see attachment). 
Who benefits the most?  DDOVS!   Japan is Asia’s banker and exporter. 
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NEW YORK:  

 
Regarding the near term, the topping process is completing as the Dow now 
prepares to CRASH. An enormous spike downward, particularly for September, 
may commence at any time. The Dow could lose 30% fast! 
 
Last week, SKWC wrote: “Remember, SKWC has warned that inevitable 
economic and market CRASHES will bring out those who wish to divert the 
public’s attention to matters of war.” 
 
The rollover into meltdown is free to commence at any time.  

 
 
DOLLAR: 
 
YEN:  
 
After a sizeable per-cent run-up, the Yen has gotten stuck at the resistance level 
SKWC noted weeks ago. SKWC reiterates, however, that currency trends are 
powerful and the pullbacks tend to be shallower than in other markets, as 
sideways activity traps the bears at higher levels. 
 
EURO:  
 
The analysis is similar to that of the Yen, except that the long-term triangle from 
which the Euro broke out is so bullish, that this pullback may truly excite bears 
unnecessarily. It may be added here that while the Pound’s chart is bullish, it in 
no way enjoys the same quality of long term basing formation that the Euro does.  
 
SWISS FRANC: 
 
In the early ‘90’s, clients were long the Swiss and German currencies at their 
respective lows, inspired in part at the time by interest rate differentials versus 
our country. The Swiss Franc has always been SKDF/SKWC’s favourite 
currency, as it is easily the closest thing to gold among the fiat currencies.  
 
Commentary has excluded the Swiss Franc since the “new world” tends to think 
in terms of the 3 (most liquid) “block” currencies. Still, the “Swissy” is SKWC’s 
preferred currency and it is the only one whose patterns are bullish on long, 
intermediate and short-term bases. The term “preferred” would be for those who 
don’t mind the extra research (liquidity) and lower yields. 
 
 
 
 
 
 
 
 
 



 

 
 
GOLD:  
 
STRATEGY LARGE… 
 
At $325, traders didn’t believe that $290 was possible, feeling confident that 305-
315 would be the maximum pullback. Now they’re talking about 290.  
 
Indeed, with currencies looking weak for the short term, the end of gold’s 
pullback is not guaranteed. Of course, perhaps gold led. The key question is 
how to invest. Answer: One invests with the major trend at valued levels for the 
desired equities (stocks tend to lead the metal). 
 
Due to the dramatic changes in gold stock prices, an alternative strategy was put 
forth in last week’s letter that the reader is encouraged to review. One may wish 
to stick to bigger names that, though stodgy compared to the smaller companies, 
have good betas (greatly out perform gold’s per cent performance). 
 
…AND SMALL: 
 
Last week, SKWC mentioned Golden Star (GSC-Toronto, GSS-Amex). The 
stock closed Friday on the Amex at $1.05 US. This week, I note an ad for the 
company on www.kitco.com. When the ad appears, one may click on it and 
access GSC info or one may visit the company’s website. Last week’s comment 
wrote: 
 
“Therefore, SKWC would only venture a technical observation. GSC (Golden 
Star, Toronto) stock has a 52-week low of 0.57 and 52-week high of $3.79. GSC 
closed Friday at $1.77. For those who would only wish to bottom-fish for this 
highly speculative situation, a buying zone may exist at $1.25-1.50. An 
examination of the fundamentals would lead one to a more defined strategy, if 
acquisition were deemed appropriate.”  
 

 
REAL ESTATE:  
 
SKWC has discussed that the run into real estate as a safe haven will also meet 
its demise. The blow-off in North America is peaking, with exact timing depending 
on the region. Regarding the 2 markets on which SKWC has been profoundly 
bullish,… 
 
TOKYO: 
 
…Tokyo restructuring stories have provided windfall gains since 1998 when 
SKDF initially declared its viewpoint. On the whole, apart from such situations, 
investors there must be careful as the commercial real estate market is again 
being subjected to over-building.  
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MONTREAL: 
 
As for Montreal residential real estate, my favourite mainstream fixed-asset 
investment theme, it is common to find properties that have appreciated by 40% 
throughout the city over the past year.  
 
As forecast, based on a 2-year, slowly developing up-trend, a once-imminent 
eruption has indeed occurred. Now that it has, I am dubious. If there is one 
property market in North America to pick, it is this one. In that light, a pullback 
may be viewed as wave 2 of 3 in Elliott Wave terms. This would imply an even 
greater rise in prices in the next leg up.  
 
SKWC’s principal concern is that the North American markets may become so 
bad, including the economy and stocks, that the wave 3 of 3 eruption to the 
upside in the chart of Montreal property prices be only versus other property 
markets (real estate ratio charts), as Montreal closes some of the gap on its 
relative non-performance over the past quarter century compared to other cities. 
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