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A weekly Ag newsletter specific for the American Producer brought to you as a customer of Farmers Cooperative Company Farnhamville, Iowa from Man Financial located in Chicago, Illinois.  

This publication is intended solely for information purposes and is not to be construed, under any circumstances, by implication or otherwise, as an offer to sell or a solicitation to buy or sell or trade in any commodities or securities herein named.  Information is obtained from sources believed to be reliable, but is in no way guaranteed. No guarantee of any kind is implied or possible where projections of future conditions are attempted.  In no event should the content of this market letter be construed as an express or implied promise, guarantee or implication by or from Man Financial Inc, or any of its officers, directors, employees, affiliates or other agents that you will profit or that losses can or will be limited in any manner whatsoever.  Past results are no indication of future performance.  All investments are subject to risk, which should be considered prior to making any investment decisions. Privacy policy available upon request.
OVERVIEW FOR THE WEEK:

It was a bearish week of price action in the grain room, with corn (-22 ¼ cents), wheat (-69 ½ cents), and beans   (-35 ¼ cents) all posting sharp losses. Wheat prices fell to the lowest levels in the past 5 months pressured by the prospects for a record large world wheat production and an increase in competition for US wheat exports.  Canada’s total wheat plantings is expected to increase by 16% versus last year.  The Ukraine estimates one of their largest winter wheat productions in years prompting their government to allow wheat exports with no restrictions over the next 18 months.  This should put pressure on Russia to lift their 40% wheat export tariff that they have enacted through July.  The key factor pressuring corn and bean prices was the sharp rebound in the US dollar.  The dollar had been at all time lows versus the Euro currency but rallied sharply this past week.  The significance of the rally is that a stronger US dollar helps diminish world buying power for US Ag products and consequently, export demand would be negatively impacted.  Corn prices struggled despite the wet Midwest soil conditions and the subsequent planting delays.  The trade estimates corn planting at the end of this week to be15-20% complete, compared with 4% last week and the 5-year average of 40%.  The forecast calls for additional shower activity into early next week and then a slightly drier forecast for the balance of the week.  Bean settled weaker the final 3 trading sessions, with prices falling nearly 50 cents.  The potential for a renewed farmer strike in Argentina continues to grow as negotiations with the government deteriorate.  Farmers are protesting the sharp increase in export taxes that were enacted in March.  If the strike does escalate, Argentina export will be very limited.  Consequently, world buyers will need to look at alternative sources, possibly the US, for their import needs.  As we look ahead to next week, the key to price direction will be the Midwest weather forecast.  A drier forecast will allow farmers to resume their corn planting and prices will be in a sharp downtrend.  Conversely, any additional wet weather will quickly spark a sharp rally.  With next week being the start of May, we cannot afford any further planting delays.  

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:
1. We are currently at the slowest corn planting pace in the past 10 years due to the saturated Midwest soil.  Any further delays will fuel talk of lower yields and consequently, higher price levels.

2. Negotiations between the Argentine government and their farmers over the export tax implemented in March are quickly deteriorating.   A new farmer’s strike in early May will potentially lead to increased export demand for US beans and products.

3. Crude oil prices rallied to all-time highs of nearly $120 per barrel.  This sends a strong inflationary signal to the grains, especially corn and SBO due to the strong correlation of ethanol and bio-diesel.

  Bearish factors:

1. The US dollar has been at record weak levels but rallied back sharply week, gaining 2.6% against the key Euro currency.  Any further rally would weaken world buying power and be viewed as bearish to US export demand.

2. US wheat futures prices have plummeted to the lowest levels in 5 months.  The key bearish fundamental factor is the record large world new crop wheat production that is getting ready to hit the market.
3. China accounted for 45% of the total YTD US bean export demand. But in this week sales report, they only bought 52,000 MT or 13% of the total sales.  This is a strong indication they are starting to turn their attention to the record-large S. American crop.     
     
 SHORT TERM OUTLOOK
December corn continues to have OHR from 638 up 650. The near-term underlying support is from 590 down to 575.  Look for these areas to hold throughout the coming week.  As for SX, prices are slightly overpriced in our opinion.  OHR is from 1300 up to 1350 with support built in between 1208 down to 1175 with short-term support from 1247 down to 1235.  
