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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:

Corn put in a very bearish week of price action, with prices settling 38 cents weaker.  Selling pressure stemmed from the after effects of the bearish USDA S&D report issued last Friday along with the improving corn planting pace.  As of last week, corn planting increased from 27% last week to 51% complete compared with the 5-year average of 77%.  The improved Midwest weather picture this past week should help increase planting to 75-80%.  Consequently, planting delay fears have subsided significantly this week.  One analytical firm released their estimate of corn acres at 87.2 million, which is a 1.2 million acre increase from the USDA’s March estimate.   The bean price action was a roller coaster ride as prices rallied early, sold off mid-week, and then rallied again on Friday. The market settled 20 cents higher and right near the highs of the week.  Fundamentally, the USDA’s friendly S&D report issued last Friday was the catalyst to the early week rally effort.  In addition, the Argentina farmer strike has been extended to May 21st.  Farmers are protesting the government’s bean export tax that was implemented in March.  The longer the strike drags on, the more potential that some of their export demand could be switched to alternative sources, such as Brazil and the US.  China has been an absent buyer of US beans in the past 2 weeks but it was announced on Friday that they bought 350,000 MT of US beans.  This may be an indication that world buyers are starting to become concerned about supply disruptions out of Argentina.  US bean planting reached 11% last week, versus 5% the previous week, and the 5-year average of 29%.  Planting is expected to be near 40% complete at the end of this week.  One analytical firm estimated total bean planted acres of 73.3 million, which is a 1.5 million acre reduction from the USDA March estimate.  As we look ahead, the pressure will be on the market bulls to sustain the current price levels.  With the most of the corn now planted, hot and dry weather will be needed to ignite a new rally effort.  Bean prices will be at the mercy of the Argentine farmer strike.  If the strike gets settled, bean prices will quickly tumble as the US will not have any competitive edge for exports in the world market.          

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:
1. Weather.  While the crop has been mudded in through parts of the Midwest but the issue becoming more prevalent are cold temperatures.  Warm temps are needed and soon.    

2. Ethanol production accounts for over 33% of the total corn usage.  Don’t look for the demand for ethanol to fall as blenders putting ethanol into gasoline adds over $1.00 more profit per gallon.  

3. The strike in Argentina continues and now puts US corn and bean supplies more attractive to importers.  If the strike is prolonged further, corn and bean prices will move higher due to stronger exports out of the US.  

  Bearish factors:

1. High prices are starting to cause demand to fall in certain sectors of the supply and demand table.  Livestock feeding is beginning to decline and with a bumper SRW crop in the making, further demand for corn will fall due to wheat feeding.  

2. Talk in the trade is for the current crop year carryover to increase.  The recent USDA projection is at 1.383 billion bushels with talk now increasing to 1.5 billion.  This will add to the total supply for 2008-09 and thus, pushing the 2008-09 corn carryover closer to the 1.0 billion bushel level.  
3. Are the speculators beginning to exit the agricultural markets?  The recent price action shows liquidation in both corn and beans.   To keep the specs in the market, bull news is needed almost weekly.     
     
 SHORT TERM OUTLOOK
December corn will continue to find OHR from 652 up 673. This area should keep prices in check for the next 30 days.  Support is from 616 all the way down to 570 where prices are likely to gravitate.  We look for SX to now find long-term resistance from 1380 up to 1410.   Support is from 1290 down to 1242.  A close below 1235 would signal a move to the 1145 to 1120 area.    
