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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:

This week was no different that the last several as agricultural futures were largely influenced by factors outside of the Ag markets.  Equity markets continue to tumble and late in the week, bond prices rallied sharply as investors were willing to put assets at any cost into US treasuries.  This spurred a sharp break in the stock market on Thursday effecting corn, wheat and soybeans during the night session and into Friday.  Corn, soybeans and wheat all finished lower for the week.  Corn ended the week down 41 ¾ cents with beans down 56 and wheat off 55 ½.  Turning the focus on agricultural factors, export sales for corn and wheat continue to slump.  Weekly sales for corn were a disappointing 433,000 tons with the largest buyer being Cuba for 125,000 tons.  That in it self says a lot about the current demand for US corn.  Soybeans continue at a good pace with this week sales total over 790,000 tons.  But the performance of the energy market probably did the most damage to corn and soybean prices this week.  Crude oil continued its fall and traded below the $50 level for only the second time since May of 2005.  With so much changing in the last 90 days, another factor that will become more of a factor is the story of ethanol.  For years, it was the wonder product for rural American but today, ethanol in several cases is trading above gasoline.  So much for E 85.  The concern about ethanol plants continue and it is anybodies guess how many plants will either slow production or shut down quickly.  Rest assured, the plants that began operating after July of 2007 face a more difficult challenge than the ones more established.  With the holiday markets before us, trading volume will likely fall from today thru the end of the year which will likely add more volatility to prices.  While weather concerns in South America are increasing, it may take several weeks for the market to focus on what should drive agricultural futures. Argentina and southern Brazil are dry spots and need a general soaking rain to put the fear of drought to rest for at least a month.  Into early 2009, the focus will be weather in South America, how we meet the ethanol mandate with plants closing and will the credit crisis that is paralyzing the world effect agricultural areas as we move into planting.  Rebuilding our demand, especially for corn will be a difficult task as the feed industry and export markets will be hard to turn around especially in light of the overall global fear of further economic uncertainty.  
THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1.  IA, our #1 corn producing state, has only harvested 70% of their corn crop, which is 25% behind the 5-year average.  This puts the balance of the unharvested corn crop susceptible to weather related yield loss.    
2. There are growing concerns about dryness in Argentina and southern Brazil.  It will remain dry for the next 10-12 days.  It is very early in the growing season but if this dry pattern continues, expect some weather premium to be injected into the bean market. 
3. Is the fund liquidation over?  Corn futures fell more than $4 since last summer and in this same time period, the traditional funds liquidated nearly 85% of their net long position and has a current net long position of only 50,000 contracts.  
  Bearish factors:

1. In the October S&D report, the USDA estimated yearly corn export of 1.9-bbu, which is a 22% reduction from last year’s sales.  But the current year to date corn export sales of 689-mbu are 43% behind last year’s pace. 
2. Due to the sharply higher input costs to plant corn; US soybean planted acreage is expected to increase this spring.  One noted analytical firm is estimating soybean planting to increase 1.3 million acres, which would equate to an additional 50-mbu in production.    
3. The nearly ideal US winter wheat growing conditions should not only increase the chances of a bumper crop next summer and add to the already huge surplus of world wheat.  
 SHORT TERM OUTLOOK

CZ penetrated our support down to 350. Look for support now between 335 and 320.   On the upside our OHR is from 358 to 377.   SF has good support down to 818.  On the upside, SF meets resistance from 890 up to 925.  
