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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:

The entire grain floor continues its bearish price trend and the weakness continues to be nothing at all to do with any negative fundamental factors.  For the week, corn (-30 ¼ cents), wheat (-50 cents), and beans (-30 ¼ cents) all settled with double-digit losses.  For the last several weeks, traders have been watching the outside markets, including the Dow Jones, the crude oil market and the US dollar for the price direction in the grains. The week started out with higher markets on Monday, only to be followed by lower markets on Tuesday, with the outside markets weighing on the grains. The harvest progress also indicated that farmers are well behind with corn 29% harvested and beans 67% harvested and this also was viewed as bearish to the flat price. Farmer selling continues to be very light and this sparked a strong rally in both the corn and bean markets. For the week, the eastern domestic bean basis rallied 25 cents, the western bean basis 40 cents, the CIF bean basis 8 cents, the domestic corn basis 10 cents and the CIF corn basis was unchanged. The export inspections and the export sales report confirmed the slow export pace, especially for corn and Egypt bid for wheat and ended up buying 175,000 MT’s of French wheat. Ocean freight values have dropped sharply this week and this should bring the US back into the export picture. The biggest factor this week, however, was the movement of the US dollar. On Friday, the US dollar made a 13-year high versus the Yen, and the US dollar reached the highest level versus the Euro in 2008. This was probably the most bearish factor for the grains this week, and this along with continued liquidation by the funds kept prices on the defensive. Jobless claims were up 15,000 to 478,000 this week and many companies are releasing poor third quarter results, keeping the DOW under pressure. Friday morning, the DOW and S&P futures were both limit down, and grains were expected to trade sharply lower, as Friday was the anniversary of Black Thursday in 1929. We look for more cash selling as the harvest approaches the 75% completion in beans and over 50% in corn. This will keep some pressure on prices, but the real question is when the global economic concerns will be alleviated. 

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1. Traders will closely watch Brazil for a possible fundamental sign to spark a rally.  There are concerns about total planted acreage and inputs as well as weather.  It is very early (16% planted) but it is dry, with no measurable rains until late next week.  

2. The extremely beneficial corn yields make it more economical to continue to plant corn in the US next spring.  Bean prices will need to rally in an effort to switch corn acres over to beans.  
3. It has been an unusual fall as farmers continue to be very reluctant cash sellers, opting to store their grain.  If this trend continues, the market will be void of much overhead hedge selling pressure when corn and bean markets start to see an upside price correction.  
  Bearish factors:

1. The COF released last Friday showed the lowest number of cattle on feed in the past 5 years.  This undoubtedly should have a negative impact on the US domestic feed demand. 

2. China announced their 3rd quarter gross domestic product rate (GDP) was the slowest since 2003.  Their slowing economy could prompt a slow down in their demand for US beans in the next several months. 
3. US corn export sales pace is starting to become a concern.  Sales are running 40% behind last year’s pace due mainly to the overall slowdown of the world economy.  The USDA is estimating US corn exports to fall only 18% this year.    
 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 805.   Short-term resistance is from 891 up to 927.

