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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 bad news in the grain markets is prices settled weaker once again, with corn (-5 cents), beans (-16 cents), and wheat (-13 cents) all closing lower for the week.  The good news is that grain prices seem to have at least stabilized as we are trying to carve out a near term bottom. We ended the week on a very positive note as Friday the markets rallied 19 cents in corn, 27 cents in beans, and 11 cents in wheat.  Grain traders continue to be glued to the outside markets (equity and energy) as the best key for price direction. The impressive recovery in the Dow Jones has helped fuel trader’s confidence to re enter the grain markets from the long side.  The fundamentals continue to have little to impact on grain price direction.  The Midwest harvest is starting to pick up steam, with 51% of the beans and 21% of the corn out of the fields.  Yield reports have been as good, if not, better than expected.  The extremely depressed corn and bean prices have kept farmer cash selling to an absolute minimum. Consequently, we have seen both export and domestic basis levels increase in an effort to encourage more cash movement.  One positive fundamental factor was the weekly export sales report.  New commitments of 975,000 MT of corn and 1.0 million MT of beans not only exceeded traders expectations but they were also the best week of new sales we have seen in several weeks.  Possibly the sharp break in corn and bean futures the past few months combined with the sharply drop in ocean freight is starting to fuel world grain buyers to extend coverage. We need to see several weeks of good demand before we can be assured that we have reached a low enough price level in which is fueling fresh world demand.  Over the next several weeks, we will start turning our attention to the Southern Hemisphere bean planting.  Planting is starting to commence in northern Brazil’s growing regions under not the most ideal conditions.   World bean ending stocks remain tight and we can not afford any sustained adverse weather problems in South America.  As we look ahead over the next couple weeks, grain prices could make a modest recovery especially if the Dow and energy markets start to stabilize and recover.  
THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1.  Demand for US Ag products increased this past week, with new sales of 975,000 MT corn and 1.0 million MT beans registered.  It seems that the sharp break in ocean freight and grain futures has finally sparked an increase in world demand. 
2. For the 3rd consecutive growing season, adverse weather problems are impacting Australian wheat production.  Private analysts have lowered wheat crop production to 19.0 million MT, which compares with the latest USDA estimate of 21.5 million MT.
3. Soybean planting in northern growing regions in Brazil is just commencing.  The current conditions are drier and warmer than normal. Any sustained dryness could be the key fundamental factor which will spark a sharp rally in the bean complex. 
  Bearish factors:

1. Grain prices continue to closely follow the lead of the outside markets especially crude oil. Crude oil prices fell sharply this past week due to a drop of 5.6 million barrels in the weekly stocks report. 
2. As we get further into the 2008 fall harvest, yield reports for both corn and beans have not be disappointing.  This should help support the USDA’s October US corn and bean crop production estimates.
3. The trade is starting to hear of several stories of ethanol plants filling bankruptcy due to extremely poor margins.  This should help prompt a reduction in the USDA’s November corn for ethanol demand estimate.
 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 we are lowering our OHR to 401 up to 435 with loner term OHR up to 449.  As for SX, look for support from 890 down to 834.   Short-term resistance is from 891 up to 927.
