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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 BULL SIDE VERSUS THE BEAR SIDE:

The grain markets all settled higher this week, with the price action highlighted by the roller coaster move in prices from one session to the other.  The bean complex was undoubtedly the leader, with corn and wheat markets following the lead. The key fundamental factors are the forecasts for some hot and dry weather in Argentina starting the middle of next week.  The South America weather pattern has been uneven at best the past several weeks, which has prompted some analysts to lower their soybean estimates in both countries by 1-2 million MT.  The Brazil crop conditions are in better shape, with the only area of concern being the state of Rio Grande do Sol.  If the hot and dry weather in Argentina persists or it starts to move into Brazil, some quick weather premium will be quickly added to bean prices. US export demand remains mixed, with the corn and wheat sales this past week being the lowest for the entire marketing year. Bean demand on the other is running right in line with last year’s sales pace.  This past week, new bean commitments totaled 529,700 MT, with China account for MT.  For the past several months, traders looked very closely at the key outside markets for price direction in the grain room.  Well, this is the first week that we seem to be divorcing ourselves from the outside market as the grain markets rallied despite the stronger US and the sharply weaker crude market.  The trade will get an infusion of fundamental news on Monday as the USDA releases the January S&D, the quarterly stock reports, and the winter wheat seedings report.  The S&D report will also include final production estimate for corn and beans.  The average trade estimates are as follows; final corn production 11.975-bbu (12.020-bbu in Nov), final bean production 2.913-bbu (2.921-bbu in Nov), corn ending stocks 1.499-bbu (1.474-bbu in Dec), bean ending stocks 188-mbu (205-mbu in Dec), and wheat ending stocks 608-mbu (623in Dec).  The quarterly  
Bullish factors:

1. Argentina weather turns hot and dry next week.  The uneven weather pattern the past 2 months has already prompted analysts to lower their corn and bean production.  If the heat and dryness persists, additional reductions should be expected.
2. US bean export demand remains strong due to the consistent Chinese buying interest.  The strong export demand pace may prompt the USDA to raise US export goal and consequently lower ending stocks under 200-mbu.  
3.  There is a theory that in 2009, traditional funds will start to move away from the more exotic investments and move into the more traditional investments such as the grain markets. 
  Bearish factors:

1. The Chinese government is estimating corn production165.5 million MT, which is a far cry from the last USDA estimate of 156 million MT.  The increase production would undoubtedly add competition to the already weak US export demand.     
2. The combination of the rally in the US dollar and the futures markets is having a negative impact on US export demand.  Weekly sales totaled only 41,800 MT of wheat and 260,600 MT of corn, which were the lowest weekly sales the entire marketing year. 
3. Reports are that 16 US ethanol plants, with a processing capacity of 535-mbu, are idle and that nearby margins are 8 cent a gallon negative.  In Monday’s January S&D, expect corn demand for ethanol to be slashed by 100-mbu.   
 SHORT TERM OUTLOOK

CH appears to have put in a top at 429.  We look for a move down to the 380 to 383 area in the intermediate term.  However, there is support form 411 down to 401.  SH moved to the 1039 ½ area this week.  Our resistance is from 1040 to 1065.  Support begins at 940 and caries all the way down to 875.  
