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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 MF Global 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:

The bleeding in the grain markets continues as corn (-56 cents), wheat (-85 cents), and beans (-1.00 dollar) all settled sharply lower. The fundamentals impact on the market is nearly obsolete as traders continue to follow extremely closely the direction of some of the key outside markets, especially crude oil and the US dollar for price direction in the grain markets.  And, to say the least, the tone in the outside markets was extremely bearish.  The US government released their unemployment data on Friday, reporting that off-farm payroll fell by 533,000 jobs, which sharply exceeded trade analyst’s estimates. This was the largest single month drop in jobs since 1974.  This news had a bearish impact on the equities and energy markets. Crude oil settled the weak slightly above $40 a barrel and more than $100 off the highs of last summer.  Crude prices fell $10/barrel this past week, which equates to nearly 25% of the value of the contract. Fund liquidation continues but is much more limited compared with a few weeks ago.  The traditional funds currently hold net long positions of approximately 20,000 contracts of corn and beans.  This compares to their net long positions, which is down from their nearly 400,000 long corn positions and 170,000 long bean positions held this past summer.  The question is will the funds continue to sell and develop a healthy short position.  Even though the fundamentals are having little impact on price direction, the overall fundamental scenario is relatively bearish and consequently, is sharply limiting any underlying buying interest.  Weekly export sales was disappointing, with the new commitments of 207,000 MT wheat, 390,000 MT corn, and 360,000 MT beans coming at near or below the lowest of trade estimates.  We are seeing some signs that export demand may be improving due to the extremely weak futures prices and the drop in ocean freight rates (due to lower energy prices).  China (beans) and Mexico (corn) were active in the US export market this past week and Morocco, Pakistan, Egypt, Jordan , and Bangladesh all announced wheat tenders this week.  Another potential friendly factor is the continued dryness in Argentina.  It remains early and only a long, sustained dry spell would have a positive impact on grain prices.  But for now, we are at the mercy of the key outside markets.  Until we see some positive economic news and investor confidence returns, grain prices should continue to struggle sideways to lower.  

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1.  Even though weekly export sales were disappointing, fresh US export demand has increased this past week for corn, beans, and wheat.  The combination of the lower futures prices and lower ocean freight rates could be sparking some world end user demand.   

2. Argentina has not received ample moisture to start the soybean growing season.  The number 1 producing state, Buenos Aries, has only received 60% of normal rainfall in the past 30 days and little rain is expected over the next 7 days.   
3. Analysts are estimating Brazil bean production as low as 58.5 million MT, down from last year’s 61.0 million MT.  The credit crunch may shrink production potential as farmers are having difficulty securing credit for input chemicals.  
  Bearish factors:

1. Argentina lowered their export tax on wheat and corn by 5%.  This will undoubtedly reduce their export offers and make them more competitive with world suppliers, primarily the US.
2. Grain traders continue to closely follow the outside markets as the key indicator for price direction.  Crude oil prices are currently trading under $50/barrel, which is the lowest level in the past 4 years.  
3. With the very light cash bean sales, US processors have rallied their basis levels sharply.  But the stronger basis levels are eating into profit margins. Consequently, if processing margins continue to erode, processor demand for beans could be reduced.
 SHORT TERM OUTLOOK

CZ penetrated our support down to 350. Look for support now between 335 and 320.   On the upside our OHR is from 358 to 377.   SF has good support down to 818.  On the upside, SF meets resistance from 890 up to 925.  

