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Welcome to our forecasts for the year 2013.

The forecasts for 2012 have panned out quite nicely.
See http://fourpillarsfinance.wordpress.com/2012/01/19/forecasts-for-2012/

Once again the predicted monthly pattern for stock markets was right on the mark, with expected weakness in June and
October. Most stock markets went up, as was indicated by our Earl2 momentum indicator, which we use besides the 5
element cycles. 

We did well in the forex markets, where we pointed out the Euro bottom in summer, and indicated the ongoing correction in
metals prices. 
Our prediction that grain prices where ready to go up was also correct, besides some good calls for sugar and crude oil.

The worst misses came in the commodities: predictions for coffee, orange juice, cotton and cattle did not work out.
So it goes.

So, here is my first prediction: our forecasts for 2013 will probably turn out to be worse than those for 2012.

And we have to remind our readers every year: past performance does not guarantee any future results.

Bear in mind that the prediction charts we make with the Four Pillars Finance program do not rely on any data feed. They
are purely based on the cycles and that's why these prediction charts are generated until the year 2100 in our program. 
The people who bought FPF years ago already had all the prediction charts for 2012, 2013 and so on... 

While these charts have worked well for many years since we published the program, there are also years when they are off. 
So, don't bet the bank on it being right again. It is very easy to become too confident after a few good years, and that's when
the big losses come... 

Keep your eyes open..

And be ready for good luck.



Now, before going on to the prediction chart for 2013, let's take a look at the decadal cycle, which we covered in detail in
last year's forecast.
The bigger picture is always important.

This is the chart we presented:

The market action remains consistent with the strong decade pattern (red line).

The S&P500 was at 1115 at the start of 2010, and it has ended 2012 at 1426.
That's an appreciation of  28% since the beginning of the decade, which is slightly better than the average strong decade.

We are now at the start of the xxx3 year, which is typically a bit weaker than the xxx2 year. 
In strong cycles the 3 year ends about 30% above the start of the decade, which would mean an S&P 500 close in the
neighborhood of 1460 for this year.

But, we cannot rule out the possibility that we may be in a weak decade, despite the good start so far.
If that is the case, then the 3 year and the 4 year should be down years with a recovery in the 5 year. The 3 and the 4 year are
the “do or die” years in the decadal cycle.
This means the 3 year is not so easy to navigate, as we have to consider two possible scenarios.

So much for the bigger picture. 



OK, let's have a look at what our Chinese cycles tell.

Here is the FPF Nasdaq prediction chart for 2013:

(Predictive chart made with FPF 1.1 software, available at http://www.fourpillars.net/finance/fpf.php)

2013 will be a Water Snake year (starting on 4th February). 
Water has a history of being positive for stocks, but Fire (in the Snake) is not so good. 

This means a positive start for the year is expected, but summer and autumn will bring some troubles.
Thus the monthly pattern shows strength into March, then a first dip into May. 
August and September will be double Metal months, and with Fire (from Snake) the Metal is considered extra sharp. 
So, pending where we are by July, there is increased risk of a sudden sharp downturn in August/September.

Where the year ends depends largely on how we get through summer. If the setback is mild then the year can easily end with
10% gains. If the correction is more serious, then look for breakeven or a 10% loss on the year.
In any case, if there is a summer-autumn setback then use it to buy stocks, because typically the 4 and 5 years offer some
nice gains.

Other markets around the world typically follow similar patterns. 
But as always some markets do better, others do worse.
Later on in this letter we present the chart setup for other major markets and individual sectors, with our brief comments for
them.



Here is the technical chart for the Nasdaq Composite Index:

The Nasdaq is moving in a parallel channel since the 2009 bottom.
The Earl2 indicator is about neutral for the moment, which a bearish divergence that signals some weakness, given that the
market is so close to multi-year highs.
By the middle of this year the important support level will be at 3000, so if we drop below that level in summer or autumn,
then it will signal the end of this rising channel. 
A drop to 2600 or even 2400 is then  in the cards.

***

On the next pages you find my charts for many more world stock markets, metals, forex, different sectors and commodities.
With briefer comments, because as you will see, the technical picture for most stock market indices is very similar.

You can also jump straight to the section that interests you: 

Metals start at page 5, forex on page 8, energy prices on page 13, and bonds on page 15.
Other US indices at page 16, and individual sector indices on page 21.
World markets start on page 28, and major commodities from page 55.



Metals:

Gold

Gold is remaining within its long term uptrend, but only barely so.
Meanwhile my Earl2 indicator is flattening out at a low level and may turn down again. This is a warning sign.
The Chinese cycles are positive for gold this year.
But if the price doesn't move above $1700 fairly soon, then I would expect a sudden crash in gold prices, most likely by
March.
A drop to $1300-1400 would remove the “weak hands” from the market, and set the stage for prices to recover for the rest of
the year.



Silver

Similar to gold. 
Has a lot of room to go up, but must hold its support trendline.
If not, then look for a drop to $20 before prices recover.

Both for gold and silver you should keep a good stop-loss to protect yourself.

After March the risk for a sudden setback in gold and silver prices will diminish, and then you can become more confident
that the bull market is set to continue.



Copper

Copper prices are stuck in a narrowing triangle.
This will have to chose a direction fairly soon. 
The Chinese cycles are not as positive for Copper this year, so I am looking for the price to drop down to $3, maybe even
$2.5



Forex

Euro-US$

Last summer we forecast the Euro bottom on the LunaticTrader blog, where we are giving weekly comments.
Our upside target is 1.40, and by the time we get there the Earl2 indicator is likely to start showing a top.
The Chinese cycles suggest that the current euro strength could last into May, but then weakness again.
This means that the eurozone crisis is likely to resurface.

Sooner or later it will become clear that there are serious disadvantages to the common currency.
The advantage is that you can use the same money in a lot of different places, no need to exchange currencies all the time.
But the disadvantage is that monetary policy is no longer tailored to local needs and situation. The Euro interest rates are set
in Frankfurt, and they are set according to the needs of the dominant economies in the EU, which may be quite different
from what some other country in the periphery needs at a given moment.

The second problem is that Euros which leave country A to buy products in country B, may never ever return to country A.
These euros then remain in the bank accounts of country B. Eventually you then get a currency shortage in country A, which
damages the local economy, throwing them in a downward spiral. That was not the case in the days of local currencies. For
example, a given amount of pesetas was circulating in Spain, and the pesetas that left Spain eventually had to come back to
the country. That means there was always enough local currency to sustain the local economy.
This crisis will not get solved until some form of local currencies are introduced again. The euro can be used for
international payments, but local currency will be better to sustain the local economies. Having both would give countries
the best of both worlds.

The bottom line is: if somehow certain countries leave the euro (either voluntary, or because they get kicked out), then it will
be good news and you should buy stocks in that country. Their economy will then rebound, just like Iceland has rebounded
from a very deep crisis within a few years time.



US$-Japanese Yen

The dollar has broken out against the Yen, as we predicted last year.
But Earl2 and Earl suggest that a pause or correction is imminent here.



Australian$-US$

The sideways move is probably coming to an end.
Which way will it go? 
My momentum indicators are as neutral as they can be on this one, so it's hard to tell.
May see a rather big move once it makes up its mind, so you can just wait to buy the breakout.
Buy on a move above 1.10, sell on a move below 1.00



Euro-GBP

The Euro remains in a declining channel against the British pound.
If it doesn't get above 0.87, then look for the euro to turn back down below 0.80



US$- CAD$

As neutral as the Australian dollar for the moment.
The direction of these currencies is likely to depend on where commodity prices go next.



Energy Prices

Crude Oil

The crude oil prices are still contained in a large narrowing triangle.
Will have to chose a direction this year.
The Chinese cycles suggest it will be down.
This means you can sell short oil, and keep a stop-loss somewhere above $100.



Natural Gas

Natural gas prices have reached the $4 target we mentioned last year.
But now they are bumping into overhead resistance and the Earl2 appears to be making a top already.
Looks set to fall back below $3



Bond prices

Interest rates have remained artificially low, and thus bond prices abnormally high.
We all know what happens to prices when manipulation stops, as it eventually must.
So, you don't want to own any of this.



US stock market indexes:

S&P500 Index

The S&P 500 is very close to its all time highs, which may start acting as a strange attractor.
Between now and March we may be testing those highs, which would set us up for the expected summer decline.



Dow Jones Industrials

Equally close to all time highs.



Dow Jones Transports

The Transports index has been among the first to go to new highs already (as we forecast last year).
But I would take some profits by March as it is likely to move in tandem with the other markets.



Dow Jones Utilities

Significantly weaker, and utilities tend to go with interest rates (bonds).
Avoid.



Russell 3000

Same picture as S&P and Dow Jones.



Individual Sector indices:

Gold & Silver mining stocks (XAU)

Showing weakness compared to other sectors.
In the light of our forecast for gold and silver I would wait until the sky clears around the precious metals.
If we get a sudden drop in gold prices, then try to scoop up some gold stocks around 120 or even 100 on the XAU index.



Semiconductor Index (SOXX)

Has been going sideways for years.
Not much clues where the semiconductor stocks are going next.



Biotechnology Index (BTK)

As we have been telling for years, biotechnology is likely to be one of the best sectors this decade.
Up 50% last year and it has now doubled compared to its 2007 highs, and tripled from its 2009 lows.
Could reach resistance around 1800 before another correction sets in.
Buy if it falls back to 1300.



Internet Index (IIX)

Another strong performer.
A peak may be reached around 370.



Banking sector (IXBK)

Remains weak.
Continue to avoid.



Insurance sector (IXIS)

We said last year this sector looked good, and it did..
But now it's coming close to the upper boundary of the trend channel.
Take profits and wait for a setback.



Telecom sector (IXUT)

If it gets above 220, then this could become one of the better sectors this year.



International stock markets:

UK

Has done better than most markets in Europe.
Could go on to test its 2007 highs.



Germany

Also ready to test the 2007 highs this year.



France

One of the weaker markets in Europe.
Didn't even reach its 2011 highs, much less its 2007 peak.
If the euro crisis resurfaces this year, then France could be in the mix.
Avoid.



Japan

Coming off a quadruple bottom.
The weakening Yen has helped a bit, but Japan continues to have long term problems.
You can do some small buying if it gets above 12000.



Argentina

Seems to have turned a corner and racing right back to its 2011 highs.



Australia

Showing a sign of life recently, but has to get above those 2010-2011 highs.



Austria

Also looking weak compared to its neighbors.
Avoid.



Belgium

Avoid.



Brazil

Neutral.



Canada

Caught in a big triangle.
Not sure what's next.



China

Has been a lagging market for many years.
But now the Earl2 is showing a bullish divergence.
Could go to 3500 in the next year or two.



Greece

Has almost doubled since its summer lows.
And may continue all the way to 1500, where resistance will be met.



Hong Kong

Looking strong.



India

If the Indian market makes a triple top at 21000, then be very careful.
May fall back to 13000 before recovering.



Indonesia

Looks overextended, and the Earl indicators give bearish divergences.
May fall back to 3000 before recovering.



Italy

Looks very weak, given what other European markets have done.
Avoid.



Korea

Neutral.



Malaysia

Looks overextended and the Earl2 is turning down already.
Could easily fall back to 1300.



Mexico

Has done very well in 2012, but now it is overshooting to the upside.
Meanwhile the Earl2 is stagnating already.
The current upward spike could get reversed very quickly and then 35000 becomes the downside target here.



Netherlands

Weak and showing bearish divergences.



New Zealand

Went up a lot in 2012, but the 2007 highs will take time to be overcome.
Stay out.



Norway

Avoid.



Singapore

Doing OK.



Spain

Showing signs of life, but the country remains in serious trouble.
The curve appears to flattening out, and 9000 could be the next main overhead resistance level.
Wait.



Sweden

Will retest the 2011 highs.



Switzerland

At fresh 5 year highs this market can now set sights on 8000 then 9000.



Taiwan

Still in sideways mode.



Commodity prices:

Corn

Looking for corn prices to keep sliding down this year.
While there may some brief spikes, I would look for 550 – 600 by the end of the year.

The Chinese cycles are negative for grain prices this year.



Soybeans

Has also peaked out.
The 1300 level will become very important.
If the long term uptrend breaks, then look for prices below 1000 before the middle of the decade.



Wheat

Looking weak like most grains.
Look for 500 to be reached in 2013 or 2014.



Sugar

We predicted a bottom around 17-18.
Almost there and the Earl2 has quietly turned upwards already.
Sugar prices are getting ready for a rally.



Cocoa

Decline is probably not over.
I am still looking for a bottom around 1800.



Coffee

Could still fall to 120 support level.
But Earl2 is going upwards already, and a break above the downtrend line could easily spark a rebound rally to 180 or 200.



Orange Juice

Potential for a rally this year.



Live Cattle

Is looking vulnerable.
The bearish divergences in the Earl indicators are a warning that the uptrend line will not hold much longer.



Cotton

Chinese cycle are positive for cotton this year.
And it appears ready for a rally.
Can get back above 100.



If you want to receive our next forecasts in your mailbox, then you can subscribe to the free
newsletter on our site: http://www.fourpillars.net/finance/newsl.php

You are also welcome to forward this free newsletter to anyone who is interested.

If you have questions or want to comment, you can post them on the FPF blog:
http://fourpillarsfinance.wordpress.com

For our weekly market commentaries, check out on the LunaticTrader blog:

http://lunatictrader.wordpress.com/

Have a good year.

Danny VdB

*****

Four Pillars Finance software  - Free trial download

For more detailed daily prediction charts you are welcome to download the Four Pillars Finance 1.1
software on our site : http://www.fourpillars.net/finance/fpf.php
The program calculates the Chinese cycles and shows you in advance the best days , months or
years to buy or sell stocks, gold, bonds, currencies, commodities...
No experience in Chinese astrology is needed in order to use this program.
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Disclaimer: Investing in stocks, commodities or currencies is risky. No guarantee can be given that the above prediction will be correct.
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and/or options. Trade at your own risk.


