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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:

For the first time in recent memory, corn (+36 ¾ cents), beans (+61 ½ cents), and wheat (+20 cents) all finished the trading week in positive territory. The key to the rebound was the modest recovery in crude and precious metals as well as a slightly weaker US dollar.  Traders continue to look closely at the outside markets for the best determining factor for price direction in the grain markets.  In addition, grains also garnered some strength from fresh fundamental bullish news.  On Tuesday, the USDA issued a revision to the October S&D report.  The major change in the revision was the harvested acres were lowered 1.0 million acres in corn and 1.1 million acres in beans.  The net impact was a lower production estimate for corn (12.033-mbu) and beans (2.938-bbu) as well smaller ending stocks for each commodity.  Another positive fundamental sign was the much larger than expected weekly soybean export sales figures of 1.4 million MT, with China accounting for more than half of the entire sales figure.  On the negative fundamental side is the growing demand concerns for US corn, both domestically and export.  This past week, corn export sales of 413,000 MT were sharply lower than trade expectations.  The year to date export sales are currently running at 60% of the sales pace last year.  The slower world economy along with the record world wheat production (competing feed alternative) has contributed the much slower US sales pace.  Domestically, there is growing concern that corn demand will slow in both the ethanol and feed sector.  There have rumors that Vera Sun, one of the largest ethanol producers was on the verge of bankruptcy.  And with the US economy under pressure, there is growing talk of a slow down for corn used for livestock feed as consumers reduce their spending.  This weekend, harvest activity should accelerate across the Midwest as the forecasts calls for minimal shower activity.  Bean harvest is expected to reach near 90%.  Corn harvest continues to lag well behind the average as farmers wait for a drop in moisture levels.  Corn harvest is expected to reach 50-55% at the end of the week.  The grain markets appear to be trying to scratch in a harvest low.  Any sustained recovery will be difficult though considering the continued struggling outside markets as well as the bearish scenario for corn demand.        
THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1. The traditional funds have a net long corn position less than 100,000 contracts.  They have now liquidated nearly 75% of their record long position over the past few months.  Some analysts believe the liquidation has run its course and the funds could begin accumulating new longs after the January 1.
2. US bean export demand has improved sharply, with new commitments of 1.4 million MT (53-mbu) sharply above trade expectations.  China was the main reason for the inflated sales as they accounted for 788,000 MT or 56% of the total sales.  
3. USDA issued an unprecedented revision to the October crop report this past week.  Corn and bean harvested acres were reduced approximately 1 million acres resulting in a sharp drop in corn (167-mbu) and bean (45-mbu) production. 
  Bearish factors:

1. Vera Sun, which accounts for nearly 13% of the total US ethanol production, has been rumored to be filling for bankruptcy.  This will undoubtedly have a bearish impact on the US domestic corn demand.  
2.  The slow down in the world economy, record world wheat production, and the narrowing wheat-corn spread is having a negative impact on US corn export demand.  Disappointing weekly sales of 413,000 MT puts year to date sales at 60% of last year’s sales.   
3. We anticipate the US processor demand for US beans to begin to be reduced as the slowdown in the US economy impacts consumer demand for protein over the next several months.   
 SHORT TERM OUTLOOK

This weeks rally should be well supported on any setbacks. CZ to find support between 378 down to 350.  On the upside we are lowering our OHR to 444 up to 470.  As for SX, look for support from 890 down to 805.   Short-term resistance is from 971 up to 1020.

