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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:

Grain markets settled mostly higher this past week, with corn prices unchanged and beans (+20 cents) and wheat (11 cents) posting modest gains.  As expected, the price action was very subdued in this shortened holiday trading week.  Most traders, speculative and commercial, kept a low profile.  There was very limited fundamental news to generate much direction.  Argentina and southern Brazil crop conditions look to be in better shape compared to a couple of weeks ago as crop areas did receive some needed precipitation.  Some analysts though have already lowered both Argentina and Brazil soybean production by 1-2 million MT due to the recent dryness.  It should be noted that there remains ample time until harvest and adequate and timely shower activities will be needed for the next several weeks to be able to sustain the current crop size.  Not overly surprising was that US export-demand this past week was also lethargic, with only 418,200 MT (15.3-mbu) of wheat, 510,500 MT (18.8-mbu) of beans, and 269,900 MT (10.6-mbu) of corn registered this past week.  The year to date US export corn demand remains the most concerning, with year to date sales of only 52% of the sales pace last year.  The recent sharp break in the US dollar has done little to spur much fresh corn export demand.  The key outside markets, which traders closely follow for price direction in the grain markets, were mixed this past week.  The slightly stronger US dollar was offset by the $8/barrel rally in crude oil prices.  The escalating conflict in the Middle East has been a key factor in the rebound in oil prices.  No one can argue that the recovery in grain prices over the past 4 weeks has been impressive, with prices rallying cents in $1.12 in corn, $1.40 in wheat, and $1.97 in beans.  The question now becomes what can we do for an encore to help sustain the momentum?  Fundamentally, we see nothing bullish to spark much buying interest.  The strong US bean export demand and the recent dryness in Brazil and Argentina has already been factored into the market.  The funds have quietly started to rebuild a net long position in corn and beans but we will need to see a sustained fund buying pattern in order to take prices to the next level.
***On a personal note, all of us at MF Global’s grain division want to wish all of you a very prosperous and happy new year. 

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1. The dryness in Argentina and southern Brazil has prompted some private analysts to reduce their estimates of bean production in both countries by 2 million MT.  If the dryness continues, expect some weather premium to quickly be added to bean prices.  
2. China announced export licenses of 500,000 MT of corn and wheat.  This is sharply lower than the trade had been expecting.  The smaller than expected export sales out of China will be replaced by other originations, possibly the US. 
3. Imported corn prices into Japan have fallen significantly.  In the past 5 months, the US dollar has weakened more than 18% versus the Yen and corn futures prices have also fallen nearly $3 per bushel.
  Bearish factors:

1. The extremely wet winter conditions have added some significant moisture to the most of the Midwest growing regions.  This will be a very positive impact on crop development when corn planting commences in 3 months     
2.  The bleak US economic outlook is starting to have a negative impact on domestic protein demand.  The quarterly hog and pig report, showed only 98% of all hogs and pigs were on feed compared with last year.  
3. Increased cash grain movement is possible as we head into January.  Not only is there a new tax year but also new storage charges will take effect as of January 1st in many country elevators.  
 SHORT TERM OUTLOOK

CH now has upside resistance from 400 up to 421.  Support will be found from 365 down to 350.  SH is in good resistance from 1000 to 1022 area.  Support is from 928 down to 910.  These areas should hold true for the next four weeks.  
