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OVERVIEW FOR THE WEEK:

THE BULL SIDE VERSUS THE BEAR SIDE:
Even though grain prices had some double digit gains on Friday, corn (-19 ¾ cents), wheat (- 51 ¼ cents), beans    (- 16 cents) all closed lower for the week.  For the first time in recent memory, grain traders started to concentrate more on fundamental influences for price direction and leaning less on the key outside markets.  The markets receive a dose of both bullish and bearish fundamental inputs this week, which in turn, prompted a roller coaster impact on prices.  On Monday, the USDA released several key reports, including the January S&D, quarterly stocks, and winter wheat seeding report.  The winter wheat seeding report was the only sector of USDA data that was construed as friendly as the estimate of 44.1 million acres was more than 2 million acres lower than the average estimate.  In the S&D, both corn (1.790-bbu) and bean (225-mbu) ending stocks exceeded all the trade estimates.  In addition, the quarterly stocks for corn (10.084-bbu) and beans (2.275-bbu) was also sharply higher than expectations.  In the world balance tables, the highlight was the corn ending stocks increased more than 12 million MT (470-mbu), with the increase due to the sharp increase in US ending stocks and Chinese corn production (+5.5 million MT).  The bearish news was eventually offset by the growing concerns regarding the continual hot and dry conditions in South America, primarily Argentina.  Some showers are expected in Argentina through early next week but the forecast beyond that is hot and dry.  And if these showers do not materialize this weekend, we would expect a potential limit up move in beans on Tuesday morning after the long 3 day holiday weekend.  The USDA has already lowered their estimates for Argentina corn (16.5 mil mt, down 1.5 mil mt) and beans (49.5 mil mt, down 1 mil mt) as well as Brazil corn (51.5 mil mt, down 2 mil mt).  If the adverse weather pattern continues for the foreseeable future, expect additional weather premium to be quickly added into both the corn and bean pits.   It needs to be noted that if not for the adverse weather conditions in South America, grain prices would be much lower as the bearish corn fundamental scenario as well as the overall bearish world economy would help push prices lower. 
Bullish factors:

1. The key factor fueling the price rally continues to be the Argentina dryness.  The hot, dry conditions have prompted analysts to reduce corn and bean production estimates.  If this pattern continues, look for prices to quickly rally.
2. World demand for US beans continues to be impressive, with 1.36 million MT of beans sold this past week.  China accounted for 861,000 MT or 63% of the total sales.  Some analysts think China could buy a record 15 Million MT from the US this year.   

3. In the winter wheat seedings report, the USDA estimated acres to 42 million acres.  Not only are planted acres more than 4 million lower than last year but this will be the lowest seedings since 2006.  
  Bearish factors:

1. Both domestic and export demand remains extremely weak due to a combination of the poor economy and the abundance of alternative feeds.  US ending corn stocks in the January S&D increased to 1.790 billion bushels or the highest level in the past 3 years.
2. One noted analytical firm estimates 2009 US planted bean acres at 80.815 million acres.  If realized, bean acres would increase more than 5 million acres versus last year and would potential equate to the 3rd largest crop on record.

3. A strong signal about the current profitability of the US ethanol industry, Verisun (the largest producer of US ethanol) announced they are selling 7 of their processing plants. 
 SHORT TERM OUTLOOK

CH should continue to hold the recent high of 429.  On the downside, look for support from 380 down to 370.  Longer term support is from 362 down to 342.  A close over 406 suggests a move to the 436 to 452 area.  With regards to SH, our resistance remains from 1040 to 1065.  Support begins at 940 and caries all the way down to 875.  Last weeks low was 957 ¾.  
