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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 grain markets settled mixed as corn (+28 ¼ cents) and beans (+36 ¼ cents) closed sharply higher and wheat (-22 ¼ cents) closed under pressure.  The early part of the week saw traders lightly evening their positions in front of the USDA’s January crop report, which was released Friday morning.  The report was extremely bullish, especially to the wheat and corn. The markets rallied 20 cents (limit up) in corn, 30 cents (limit up) in wheat, and 38 cents higher in the beans.  Corn is trading at the highest level in the past 12 years and prices are quickly approaching the all-time new highs of $5.54 ½ established in July of 1996.  The USDA sharply lowered corn ending stocks to 1.438-bbu from the December estimate of 1.797-bbu.  The combination of a lower production crop estimate (13.074-bbu, down 94-mbu) and a sharp increase in domestic feed usage (5.950-bbu, +300-mbu) were the keys to the tighter stocks. The highlight to the wheat report was the winter wheat acreage estimate of 46.6 million acres, which was an increase of 1.6 million acres above last year but also 2 million acres lower than the average trade estimate.  With new crop wheat prices trading in excess of $8, traders expected a sharp increase in winter wheat acres.  The bean market rallied nearly 40 cents on Friday, despite anything bullish in the crop report.  Bean prices established all-time new high levels in excess of $13, surpassing the old highs of $12.90 in June of 1973.  US bean production (2.585-mbu) and ending stocks (175-mbu) were both lower but in line with trade expectations.  The reason for the bean rally is that prices need to continue to keep pace with corn prices in order to encourage additional planted acres this spring to prevent bean ending stocks from falling to critical levels. Traders will now closely watch the South American weather pattern for any adverse conditions.  Currently, Brazil is in very good shape, with only some limited dry pockets.  Argentina had been in a dry pattern, with Cordoba and Sante Fe receiving far less than normal rainfall since November 1st although some much needed rains have fallen in the past 10 days and additional rains are in the forecast. No matter how you look at this year or next there is little, if any, margin of error for crop production.   

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1. USDA reduced 2007-08 US corn carryout to 1.438-bbu due to a drop in production and sharp increase in feed usage.  The current stock to usage ratio of 11.1% is the second lowest in the past 20 years.                       

2. The winter wheat seeding of 46.6 million acres was extremely bullish as the USDA’s estimate was 2.0 million acres lower than the average trade estimate and only a 1 million acre increase versus last year.

3. Chinese corn exports are estimated at 1.0 million MT or a 500,000 MT drop from the last estimate and sharply lower the 5.2 million MT China exported last year.  This should improve US corn export demand into the Pacific Rim.

  Bearish factors:

1. For the second consecutive week, US weekly corn, bean, and wheat export sales were sharply lower than expectations.  This could be a signal prices have reached a high enough level where it is starting to ration the available supply.                        

2. The Census Bureau’s fats and oils report showed consumption of methyl ester (bio-diesel fuel from SBO) was down 11.7 million pounds (-4.9%) versus October and down 55.5 million lbs (-19.7%) versus September.                        
3. China’s State Council introduced domestic price controls in an effort to control inflation.  This may impact bean processor import demand due to the fact they will not be able to pass on additional costs of US or South American beans. 
 SHORT TERM OUTLOOK
CH finds OHR from 506 up to 546 with a target price of 534.  Support begins at 477 and carries down to 465.  In the case of SH, resistance is from 1289 up to 1316 with additional resistance up to 1355.  The first band of support is from 1286 to 1270 with the second support area from 1261 to 1230.  
