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A Final Collapse, The Real Collapse, The New Bull Market

Nikkei: Amid the peak season for selling pressure on the Japanese market, the
bearish stories are multiplying and attaining to new depths of negativism...and
that's saying something. Even those who were bears in the past, before being
converted to bullish outlooks, have joined the ranks of the permanently
despairing.

It's really not that complex. A major cycle low of grand proportions is again being
seen. The worst of selling pressure (due to Japanese year-end unwinding of
cross-holdings) is creating the condition for maximum attention on the bear case.
The risk in the Nikkei is down to something around the Dow’s September
low. That achieved this quarter (the next 5 weeks), in keeping with increasingly
bullish economic indicators and their typical lag times to affecting markets, the
Nikkei should see the price low, followed by the orthodox (higher) low next
guarter. Attention will shift to positive indicators and, with seasonal pressures
removed, the discount in the market will give way to discounting improving profit
comparisons, resulting in a potentially violent swing to the upside off the coming
low.

Technicians should note that the decline from 20,800 looks like the decline from
1990 on a smaller scale. Therefore, “fractality” is also suggesting the final “C” —
Wave is being concluded in the weeks ahead.

Dow: After September's comments, these pages went on to further identify the
perfect low that followed the collapse in September, forecast the time required for
the completion of a countertrend rally (“2 — 3 months”), and the maximum zone in
which it would stop (10,200 — 10,400). After repeating those comments over a
period of weeks, everyone was well prepared to use the final exit and, where
appropriate, go short. Calendar option spread traders were well served to note
the time lines, to reduce risk and maximize leverage. Everything is working
perfectly.

The greatest manipulation in the history of equity markets (the U.S. bull market),
concluded with a quarter of a trillion dollars of assets representing 257 particular
bankruptcies in the U.S. last year. If the accounting scam is system wide, it is the
greatest defrauding of the international investing community ever committed by
any one country. Countless billions were vacuumed (suckered) into the U.S.
market, right into the Dow and Nasdaq peaks.



En route to 4,000, the Dow will enjoy a meaningful spike rally around 6,000.
4,000 will offer greater, longer-term support. The September crash offered the
opportunity to establish a bear nest egg. A smash into early April (7,000’s?) could
compound astronomical returns skyward.

Gold: The January 21 letter forecast that the new Great Gold Bull Market was
free to begin with a spike of $40. Most felt it would not cross $300 soon. April
Gold settled at 304.40 today.

The same letter gave the technical thumbs up to Durban Roodeport Deep
(Drooy) at 1.58. We looked at maintaining 50% trading and investing positions,
selling the trading position at the 3.00 and 4.00 levels. Given a near double in 3
weeks (this heavily traded gold play hit 3.03 this week before closing at 2.72), it
makes sense to use the $3.00 area to exit.

That comment reiterated the long-standing bullish view on silver, whose March
contract closed at $4.45 today, up 11 cents. Japanese turn to the metals when
times are scary as well as when alternative investment is sought.

Conclusion: We have entered the age of “alternative” investments. With New
York falling apart, currencies in trouble and the Nikkei succumbing to a final
cyclical sell-off, speculators may have an opportunity to compound explosive
returns if we should have a Dow collapse into early April (7,000°’s?). Japanese
domestic demand oriented value stocks, gold, silver and their related shares
round out themes that redefine the portfolio path to capital preservation and
wealth creation.
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