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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 continues in the grains as corn (-46 cents), beans (-82 cents), and wheat (-77 cents) all settled sharply lower for the week.  In the past 6 weeks, prices have eroded $2.15 in corn and $4.60 in the beans.  Most of the weakness is attributed to the melt down in world financial markets, with the liquidation spilling over into the commodity markets. Funds continue to liquidate their net long grain positions.  Their current positions are long 145,000 corn (down from the approximate record of 440,000 contracts) and 45,000 beans (down from the approximately record of 200,000 contracts).  The fundamentals contributed little to the recent bearish tone until Friday when the USDA released the October crop report, which was viewed as bearish to the corn and beans.  US corn production increased to 12.200-bbu, which was higher than the average estimate (12.076-bbu) and the USDA’s September estimate (12.072-bbu).  The increased production increased ending stocks to 1.154-bbu. On a more positive note, world ending stocks fell more than 2 million MT (80-mbu) to 107.76 million MT due to a anticipated increase in world feed demand.  The bean crop report had the most bearish surprise as US bean production of 2.983-bbu came in sharply higher than the average estimate (2.920-bbu) and the USDA’s September estimate (2.983-bbu). The nationwide yield actually fell .1 bushel to 49.8 bushels per acre but was offset by the fact the government found an additional 2.2 million planted acres, with the largest increase occurring in IA (+500,000) and ND (+530,000).  US bean ending stocks were estimated at 220-mbu, which is 85-mbu (61%) increase from the September ending stocks. Midwest harvest is picking up steam, with corn 14% complete (30%-5 year average) and beans 31% (41%-5 year average).  Activity should be curtailed this week as forecasts calls for rain throughout most of the Midwest over the next 7 days.  In the near term, the price action in the grain room should continue to be tied to the outside markets, especially the Dow Jones and crude oil markets.  As long as these markets continue to suffer, so will the grain markets.  Both corn and bean markets are extremely oversold and due for a correction but without a recovery in the outside markets or a bullish fundamental spark, any type of rebound in grain prices will be short-lived and should be viewed as a selling opportunity.    
THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1. After intense selling pressure the last several weeks, both corn and bean markets are extremely oversold and are due for a technical upside price correction.  The question is how much of a correction to expect?

2. The trade will quickly turn their attention to South America as soybean planting will begin later this month.  Any expansion in planted areas will be difficult considering the recent sharp futures break along with a lack of credit for farmers. 

3. US export demand improved this past week.  The old saying “the cure for low prices is low prices” is very pertinent to the current situation.  We need to see if demand does pick up over the next several weeks.
  Bearish factors:

1. The USDA through the grain trade a bearish curveball in the October crop report as they found an additional 2.2 million soybean acres, which helped increased US production by 50 million bushels.
2. World wheat ending stocks increased 4 million MT to 144.4 million MT due to the sharp increase in world production.  Compared with last year, ending stocks have increased 24.6 million MT (17%).  
3. It remains early in the harvest but yield reports are running as much as 10 bushels better than expected and soybean yields 5 bushels better than expected.  
 SHORT TERM OUTLOOK

After the violent break in prices the past two weeks we now look for CZ to find support between 378 down to 350.  On the upside CZ will find OHR from 481 up to 517 with loner term OHR all the way up to 550.  As for SX, look for support from 890 down to 834.   Short-term resistance is from 1025 up to 1099.  Look for these areas to keep prices in check over the coming week. 
