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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:

In another week of roller coaster price action in the grain markets, corn (-26 cents), beans (-14 ½ cents), and wheat -15 ½ cents) all settled lower for the week. The markets put their highs in early in the week, broke hard mid-week, and then the bean market posted a modest recovery to end the week.  Grain prices continue to be dictated by the key outside markets, especially the US dollar and crude oil.  The US dollar rallied versus the Euro currency after the Bank of England the European Central Bank announced a cut in interest rates.  The crude oil market continues to deteriorate, with prices falling nearly $6/barrel to a level just better than $60.  The significance of the lower crude oil is not only deflationary to overall commodities but also impact it has on ethanol and bio-diesel production.  Fundamentally, the USDA released their November S&D and crop production report Monday morning.  The average corn production estimate is 12.075-bbu, which compares to the October estimate of 12.033-bbu.  Corn ending stocks are also expected to grow with the average estimate of 1.190-bbu, which is 100-mbu higher than last month.  The average bean production estimate is 2.919-bbu, which is slightly lower than the USDA’s October estimate of 2.938.  US ending bean stocks are expected to fall to 194-mbu from 205-mbu last month.  The grain markets are eventually going to start to divorce itself from the outside markets from the sole source of price direction.  But we need to see a fundamental spark and it could come from the beans.  Besides the tight US ending bean stocks, US export demand continues to be stellar, with year to date sales running 15% above last year’s pace.  The trade will start quickly turning its attention to South America.  Bean planting is progressing quickly in Brazil and just starting in Argentina.  The current weather pattern is not currently and issue even though Argentina is need of a good soaking rain.  Brazil Conab has lowered their bean production in a range of 58.4-59.3 million MT, which compares with the USDA’s last estimate of 62.5 million MT.  The world credit problems are being used as a key to the smaller production. Over the next several weeks, the leader of the grain room will be the leader on the upside.  However, the corn and wheat will have a difficult time rallying and should be range bound.   

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1. Brazil’s CONAB reduced their estimate of Brazil bean production to a range of 58.4-59.3 million MT, which compares with their last estimate of 60.1-61.17 million MT.  USDA most recent estimate is 62.5 million MT
2. Year to date US corn harvest is 55%, which compares with the 5-year average of 79%.  The balance of the unharvested corn remains vulnerable to the weather, primarily snow and high winds.  
3. It is being reported that Pakistan will receive $200 million in US credits to buy soft white wheat.  The credits would allow them to buy approximately 1.0 million MT, which would definitely be friendly to US wheat export demand.
  Bearish factors:

1. The Bank of England and the European Central Bank lowered interest rates by .5%.  This helped strengthen the US dollar.  Consequently, this should be bearish to US export demand as it diminishes the buying power of world importers of US Ag products.
2. The combination of the difficulty in securing corn their corn needs along with the sharp break in crude oil futures has prompted US ethanol producer’s margins to diminish to near break even.    
3. Analysts are expecting the USDA to increase the corn ending stocks to 1.190-bbu (100-mbu increase).  If demand for ethanol and US export continues to suffer, corn ending stocks will increase over the next several months.  
 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.  
