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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 Man Financial 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 2008-trading year picked up where the 2007 ended, with corn (+15 ¾ cents), wheat (+46 ½ cents), and beans (+41 ¼ cents) registering some impressive double-digit price gains.    The strength was technical in nature, with the funds extended their net long position in all grain commodities.  The fund buying combined with a lack of any strong selling pressure from either the spec or commercial sectors helped prices move to the upside without much resistance.  The bean market rallied to an all-time new high of $13.01 ½, eclipsing the old all-time high of $12.90 established in 1973.  Corn prices also rallied to new all time highs in the March and May contract but the all-time high (in all months) of $5.54 ½ remains intact.  The markets rallied despite the lack of any fresh bullish fundamental news.  In the past several months, strong world demand for US exports was a key to the strong rally effort but demand is starting to subside. The weekly export sales of 116,600 MT wheat, 688,500 MT corn, and 150,600 MT corn were sharply less than trade expectations.  This is sending the signal that either world buyers have most of their needs already covered or the current high prices is starting to ration the available supply of US corn, beans, and wheat.  Another negative factor was the improving weather conditions in Argentina.  The corn and bean growing regions have been impacted by less than normal rainfall over the past 2 months.  The forecast does call for a large system the middle of next week, which should provide most crop growing regions with some beneficial .5-2.0” amounts. Brazil crop growing regions are in very good sharp, with very few areas of concern.  The trade will quickly turn its attention to the next Friday’s January crop report.  The report will include the US and world S&D, the December 1st quarterly stock report, and the winter wheat acreage report.  The US S&D report will also include the final corn and bean production estimates.  This report should give the market some critical price direction before the trade starts to emphasize the South American weather pattern and the US corn and bean planted acres.    

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1. Old crop US corn and bean supplies are starting to dwindle as farmers have taken advantage of the sharp rally effort.  This reduces the threat of any large hedge selling pressure from the markets.  

2. Both corn and bean futures rallied to price levels never seen before this past week despite any major world weather problems.  If adverse weather problems start to evolve, the current lofty price levels will seem cheap.  

3. Traders are anticipating the index funds rebalancing their positions early in 2008.  They are expected to liquidate a portion of their corn and wheat positions but also increase their net long positions in corn.  

  Bearish factors:

1. The weekly sales for corn, beans, and wheat were all sharply lower than trade expectations.  This is sending the signal that world buyers have most of their nearby needs covered and are shying away from adding any additional coverage due to the current sky high prices.

2. Argentina has been drier than normal over the past 2 months.  They received only some light, scattered showers this past week but the weather forecast is calling an impressive system next week, with 85% coverage and amounts of .5-2.0”rain amounts.                
3. Chicago wheat futures are currently trading nearly $4.50 per bushel higher than prices a year ago due to the sharp drop in world production.  We need to remember that by June 1, world wheat production will increase 40 million MT due to sharply increased seedings and improved world weather conditions.  
 SHORT TERM OUTLOOK
CH finds OHR from 468 to 475.  Support is from 455 down to 440.  In SH, there is a large band of support between 1240 to 1215.  Overhead resistance is from 1270 up to 1294.             
