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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:

 Grain prices settled mixed for the week, with bean prices down 33 cents, and wheat (+33 cents) and corn (+5 cents) settling stronger for the week.  The price action this week was highlighted by extremely light volume and prices being very well supported on any break and conversely, prices were very limited on any rally effort.  Price direction in the grain room continues to be dictated by the crude oil and US dollar.  Both these markets were viewed as slightly bearish to grain prices, with crude oil prices down $4/barrel and the US dollar slightly stronger for the week.  Eventually, we will begin to start to concentrate more on the fundamental and technical makeup of the grain markets and start to distance ourselves from the outside markets for direction.  The USDA released their November S&D and crop production report on Monday but it did not have any major impact grain markets.  Corn production was estimated at 12.020-bbu (12.033 in Oct), with a yield of 153.8 (153.9 in Oct). Even though we saw a lower production, US corn ending stocks of 1.124-bbu were 36-mbu higher than the October estimate due lower corn export demand.  US corn export pace is current running 43% behind last year.  US bean production of 2.921-bbu (2.938-bbu in October) and yields of 39.3 (39.5 in October) were slightly reduced.  US bean ending stocks were left unchanged at 205-mbu.  The US harvest activity is quickly winding down for beans, with 93% of the bean crop out of the fields.  Corn harvest continues to lag, with only 71% of the crop harvested as of last week compared with the 5-year average of 88%.  Cash grain movement this fall remains uncharacteristically light. With prices $7.50 off the summer high in beans and $4 off the summer highs in corn, farmers see no incentive to sell their grain at these levels.  In an effort to originate additional cash grain movement, processors and exporters have strengthened their basis levels significantly in the past several weeks.  As we look ahead, any rally effort will be lead by the bean complex.  There are limited US and world bean stocks, strong US bean export demand, and some growing dryness concerns in Argentina.  But before we can sustain a long term rally, we will need to see some stability in the outside markets.  

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1. USDA lowered Brazil bean production to 60.0 mln MT, which compares with their recent estimate of 62.5 mln MT.  The smaller crop is a reflection of lower inputs due to the credit crunch.   Any future adverse weather will further trim the size of the crop.
2. The current depressed futures prices and the near full carry continues to keep farmers very limited sellers.  When the markets do recover, the lack of overhead hedge selling pressure should help sustain the rally.      
3. In the November S&D , world ending bean stocks were reduced to 54 mln MT, just slightly above last year but 14% behind 2 years ago.  The limited world ending bean stock helps reiterate the need for a bumper South American bean crop.  
  Bearish factors:

1. There are reports of 2-3 cargos of European wheat being shipped to Wilmington, NC.  This imported wheat helps accentuate that US wheat is trading at a sharp premium to world wheat values.  Consequently, US wheat export sales are down 28% versus last year.  

2. Even though China has been an active buyer of US beans recently, their October bean imports totaled only 2.1 mln MT, which was down 25% from a year earlier.  
3. US Plains winter wheat crop has been blessed with ample moisture the last several weeks.  This won’t assure a bumper crop next summer but it sure helps start the winter wheat crop off on the right foot.  
 SHORT TERM OUTLOOK

CZ will  find support between 378 down to 350.  On the upside we are lowering our OHR to 404 up to 444.  SF has good support from 887 down to 843.  On the upside, SF meets resistance from 1017 up to 1032 with additional resistance from 1069 to 1098.  
