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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:

The grain markets put a very bullish week of price action as corn (+15 ¾ cents), beans (+39 ½ cents), and wheat (+26 cents) all registered impressive gains and closed right on the weekly highs.  The bean market was the leader, with the corn and wheat market rallying in sympathy.  The key to the strength was more technical, with good funding buying noted in each pit.  January beans established not only new contract highs but also new all-time highs of $11.21 on Friday.  The lack of selling interest by both by the specs and commercials also contributed to the price strength.  Fundamentally, the dry growing regions in Argentina are starting to gain some attention.  With the tight US bean carryout of 210-mbu, we cannot afford any adverse weather conditions impacting world bean production.  Argentina has been receiving only limited rainfall and coverage and forecasts are calling for more of the same over the next 7-10 days.  Another positive factor has been the continued strong demand for US corn and beans.  The year to date US corn sales of nearly 1.05 million MT are running 36% ahead of last year’s sales pace.  Weekly bean sales of nearly 1 million MT exceeded all trade ideas.  China has been a big key behind the recent strong US bean demand as they have purchased more than 900,000 MT in the past week, which equated to 42% of our total commitments. The USDA will release their December S&D report next Tuesday and this is not expected to have a big impact.  US corn carry out is expected to remain nearly unchanged at 1.897-bbu.  The corn export goal could be increased by 50-mb, but this may be offset by a reduction in the corn for ethanol demand.  Bean ending stocks could fall under 200-mbu for the first time in 4 years due to an increase in crush and exports.  The tight US stocks increases the pressure to grow an adequate bean crop in South America this winter and the US next summer. This week’s impressive price action should prompt some follow through buying on Monday.  In order to maintain this current price momentum, the aggressive fund buying pattern will need to be maintained.  In addition, we need to see some fresh fundamental news to continue to feed this current bull market.  If the Argentina dryness starts to escalate bean prices will continue to rally quickly.  Conversely, if timely, heavy showers start to materialize, prices will quickly retreat.     

 THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1. Year to date US corn export sales are 1.4-bbu or a 36% increase versus last year’s pace. USDA is estimating yearly exports at 2.350-bbu or a 10.5% increase.  This helps fuel the argument for the USDA increasing exports in the December S&D next week.
2. The dryness in Argentina’s corn and bean growing regions are becoming more of a concern.  They are not in a drought but are only receiving light scattered shower activity.  If the situation starts to escalate, bean prices will rally sharply.

3. In the December S&D report next Tuesday, analysts are expecting the USDA to increase the crush and exports.  This should reduce the US carryout to 200-mbu or less for the first time since 2003-04.    

  Bearish factors:

1. The US dollar has rallied impressively against most foreign currencies.  The combination of the strong dollar and the current rally effort in corn and beans will keep world buyers from adding coverage.

2. The large increase in fund long positions, the overbought conditions, and the lack of fresh bullish fundamental news makes the corn and bean market vulnerable to some near term long liquidation.                                                                                                                            
3. Informa latest estimate of Brazil beans of 62.7 million MT was unchanged from their last estimate but exceeds the USDA’s last estimate of 62.0 million MT.  Brazil has been blessed with some adequate rainfall and seasonal temps the past few weeks, which has definitely aided crop production.                                                          
   
 SHORT TERM OUTLOOK
Following a close over 410 basis CH, we look for a move to the 430-435 area.   Support will be found from 412 down to 401.  Following a close over 1110, look for a move to the 1130 to 1145 area  Support is from 1102 to 1085.  

