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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 an extremely volatile week of trading, the grain markets offered something for both bulls and bears. For the week, corn closed 3 ¼ cents higher, beans closed down 34 ¾ cents, and wheat settled 53 ¼ cents higher.  The markets all began the week sharply higher in sympathy with the USDA’s January crop report released last Friday, which showed a much smaller US corn production (and ending stocks) and winter wheat acreage than the trade was expecting.  The weekly highs in both corn and beans were established on Monday and the markets spent the balance of the week in a sharp down trend.  The price action was viewed as extremely bearish.  Even though corn settled slightly higher for the week, it also settled nearly 21 cents off the weekly highs.  The break in beans was much more severe as prices settled 77 cents off the highs.  Several factors impacted price direction including fund liquidation and the sharp break in the outside markets.  The grains have been impacted by the direction of the crude and precious metals for the past several months and this week was no different.  Gold         (-$16/oz) and crude ($2.77/barrel) closed under pressure and well off the weekly highs sending a bearish inflationary signal.  The US stock market was also under intense pressure, with the talk of a US recession having the most negative impact on price direction.  A recession would have a bearish impact on all commodity markets, including the grains. We saw some very friendly fundamental news with the weekly US export sales report issued Thursday.  Both corn (2.5 million MT) and beans (965,000 MT) were not only sharply higher than all trade estimates but they also helped reverse the trend of the extremely disappointing sales the past 2 weeks.  The sales initially had a bullish impact on prices but both corn and beans ended up settling sharply weaker.  It is always a bearish signal when the markets fail on bullish fundamental news.  The wheat market rallied sharply and divorced itself from the bearish price action in both corn and beans.  The combination of fresh fund buying interest, strong US export demand, and fears of dwindling world wheat supplies was the fuel behind the rally effort.  This week’s bearish price action in both corn and beans should spill over into next week, with more price correction expected.  These markets could recover but rallies should be viewed as selling opportunities.      

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1. Informa’s latest US bean acreage of 69 million acres was down 1 million from their last estimate and far lower than trade analysts are estimating we need just to maintain the current tight bean supply.

2. The weekly export sales of 2.5 million MT of corn and 965,000 MT of beans were not only sharply higher than trade estimates but it also reversed the trend of the disappointing sales over the past 2 weeks.

3. US farmers are running out of bullets.  They continue to take advantage of the recent rally effort to sell their old crop corn and bean stocks.  Future rally efforts will not be met with heavy hedge selling that we have seen in the past.  

  Bearish factors:

1. The grain markets rallied sharply in Thursday’s trading session due primarily to the strong weekly export sales but closed sharply weaker.  It is always a bearish signal when the rallies fail on bullish news.  

2. Many financial analysts are suggesting that the US may be heading into a recession. Any sharp slow down in the economy should be viewed as bearish to commodities, including grains.                                 
3. Brazil bean growing regions have been blessed with some timely, beneficial showers along with seasonal temps.  The forecast looks favorable, with a “dial a rain” and no threatening temps through the balance of January
 SHORT TERM OUTLOOK
We have no change in our thoughts with CH finding OHR from 506 up to 546 with a target price of 534.  Support is now from 501 down to 485.  In the case of SH, resistance is up to 1355.  The past week we penetrated our first band of support from 1286 to 1270 and now rest within our second level of support from 1261 to 1230.  

