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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.  
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OVERVIEW FOR THE WEEK:

This week will go down in history as one of the more volatile trading weeks, with CZ settling down 89 cents for the week, WZ down 75 ¾ cents, and SX down $1.72. The grain markets were heavily influenced by the US and global melt down in the financial and banking markets, and everything has been in limbo until today, when the House finally passed the credit rescue bill. The grain markets were not the only markets to be affected by this uncertainty, as crude oil was down $13.17 for the week, gold was down $52.00 for the week and the stock market was down close to 800 points for the week. The NASS stocks report on Monday showed that there was more corn and bean inventory as of September 1st, with the USDA actually raising last year’s bean yield and harvested acres. This year’s crop has shown some promising yields in beans as the weather improved this week to begin the harvest. For the most part, bean yields have been better than expected, but these would have been the earlier planted beans. The later planted and double crop beans have not been harvested. Despite the beginning of bean harvest, the pipeline for beans in the US remains low and this has kept basis levels firm. China has been on holiday for the week and it will be interesting to see if they return to the buy side next week with the lower flat prices. The corn harvest really has not started in many areas as the crop is drying down very slowly and there have not been any basis premiums to spark any interest in lower priced drying to promote harvest. The weather forecasts have been showing colder than usual temperatures for mid October, but this should have minimal affect on yields, but could affect the quality of the corn crop. The stocks report showed more than expected stocks as of September 1st and this was due to a lower feeding figure for the 4th quarter of the crop year. The wheat stocks were lower than expected and this was due to larger than expected wheat feeding, so this is one of the factors that affected the corn feeding rate. A private crop forecaster released their crop estimates today and their numbers dropped from their previous reports, but their figures remain higher than the USDA’s corn figure of 12.072 billion bushels for corn and 2.934 billion bushels for beans.  We hope that next week brings some stability to the markets and that we can focus more on the harvest than the outside markets. 

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1. While a strong dollar is generally negative for export demand, the longer-term outlook on the dollar needs to be monitored.  If traders think that the rally in the dollar is not an aberration, deferred coverage could result.  

2. While Argentina has seen some relief in the current drought, no general soaking rains have occurred that would significantly impact the issue at hand. This is a key factor to watch over the next 5 months.   

3. Even though we are quickly approaching harvest, farmer cash selling is at a minimum and may not pick up until the New Year.  This will keep hedge-selling pressure to a minimum. 

  Bearish factors:

1. The overall global economic situation will par back demand in everything including agricultural products.  Some think that crude oil could break another $30.

2. With the current economic climate, many speculative funds are drawing down on futures positions for cash.  It seems that today, cash is king even with interest rates down dramatically.  
3. Early harvest is pointing to farmers happy with yields in both corn and beans.  If this trend continues into the later planted crops, USDA will most assuredly increase corn and bean production by the final crop report in January  
 SHORT TERM OUTLOOK

We continue to look for December corn to find good support and to build a base between 529 down to 465.  We are lowering our overhead resistance from 519 up to 561 where prices should stop on the upside.  November beans penetrated our support from 1115 down to 1005. We now look for support from 987 to 953.  Our resistance is being lower to 1032 to 1081.       
