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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:

In a shortened week due to Thanksgiving, trade volume was extremely light but the grain markets all closed stronger.  Corn (+9 ½ cents) and beans (+22 ½ cents) both registered notable gains but wheat put in the most bullish action with prices rallying 77 cents.  The last several weeks, the grain markets (especially corn and bean complex) have been positively impacted by the inflationary tone of the outside markets.  This week, gold (+ $37/oz) and crude oil (+ $4/barrel) rallied to historical highs.  In addition, the US dollar was sharply weaker versus most major foreign currencies, including an all time new low versus the Euro currency.  The extremely weak dollar helps strengthen the buying power of foreign countries and is definitely fueling the current strong export pace of US corn and beans.  This past week is a good example as the USDA announced much stronger than expected weekly export sales of 1.845 million MT of corn and 1.807 million MT of beans, with both sharply exceeding the private trade estimates.  The bean sales were the largest this marketing year and included 1.196 million MT to China.  With food inflation rising 38% in the month of October, the Chinese government is making a concerted effort to increase their stock pile of beans and SBO.  January bean futures rallied to all-time new high levels of $11.03 per bushel on Friday after the release of the weekly sales report.  The most impressive action this past week was made in the wheat pit.  Prices locked limit up (30 cents) on Wednesday after reports of frost having a negative impact on Argentina’s developing wheat crop.  In the November crop report, the USDA estimated the Argentina wheat crop at 15.5 million MT and some analysts have estimated the amount of damage in a range of 500,000-2.5 million MT.  This was undoubtedly the driving fundamental factor behind the strong rebound in wheat prices. The oversold condition in wheat also helped spur some technical buying interest.  The question now becomes whether there is enough damage to prompt Argentine farmers to abandon their wheat acres and plant beans.  In a year where world wheat ending stocks are estimated to be 120 million MT or a 14 million MT reduction versus last year, we can’t afford too much more of a draw down on ending stocks.  

THE BULL SIDE VERSUS THE BEAR SIDE:  

Bullish factors:

1. Export sales for the week were strong with corn at 1.845 million tons.  Soybeans were at 1.806 soybeans.  China took 1.196 of the beans.  This is another indication of a demand driven market.  
2. Frost in Argentina occurred this week and the total damage is still being assessed.  Trade sources have wheat losses over 2.0 million tons with some corn likely to be replanted.    

3. It is still too early but dry conditions are beginning to develop in the southwestern Plains.  Although wheat acreage will be up in other parts of the world, the US can ill afford another crop shortfall.    

  Bearish factors:

1. Demand may be good but there are huge inventories still held by the farmer as well as hedged inventories by elevators.  Stronger basis levels will offset demand over the next two month.

2. The US economy is heavy and eventually it could take its toll on US agricultural prices.  The sub prime issue is yet to be totally uncovered and should it escalate all futures contracts could be subject to liquidation on the spec side.                                                                  
3. While export sales have soared, soybean export inspections are 25% below one year ago.  Sales are great but products actually leaving are even more important.  Will some of these beans sales be switched to Brazil later in 2008?
   
 SHORT TERM OUTLOOK
CZ will meet resistance at the 393 to 395 area.  A close above that would signal a potential move to the 430 level.   Support will be found from 3775 down to 365.  SF meets resistance from 1089 to 1107.  Support is from 1028 down to 1010.  A close above 1110 signals a move to the 1130 to 1145 area.  
