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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:

It was a very positive week of price action with corn (+66 cents), wheat (+49 cents), and beans (+70 cents) not only registering double digit gains but settling near the highs of the trading week.  The rally effort was mostly fueled by the influence from the 2 key commodities which have had a strong impact on grain prices for the past several months, crude oil and the US dollar.  Crude oil prices rallied 11.8% and the US dollar weakened more than 4% in the dollar index this past week.  Technically, both corn and bean prices have slid significantly off the all-time highs of last summer and were well over due for an upside price correction. Fund buying interest increased sharply for the last 3 trading sessions of the week. As of the close Friday, we estimate the funds to have a net long position of only 20,000 corn and 30,000 beans.  Consequently, they potentially could be active buyers as we head into 2009. Fundamentally, the news was mixed.  The fundamental news was mixed.  On the negative side, US (+350 million bushels) and world corn ending stocks (+13.7 million MT or 539 million bushels) increased sharply in the USDA’s December S&D report issued Thursday.  Despite the bearish report, corn prices still finished the day on a stronger note.  Another potentially positive fundamental factor is the continued dry pattern in southern Brazil and Argentina.  They continue to get sporadic showers but more consistent showers will be needed to assure a good crop.  If this weather pattern continues into January, expect traders to quickly add weather premium into the bean market.  One private analyst released some US acreage estimates on Friday.  Corn acres were estimated at 82.288 million, which is a 3.6 million acre decrease from last year.  Assuming the same yields as last year, corn production could fall 500 million bushels.  Bean acres, on the other hand, were estimated at 81.455 million or an increase of 6 million acres from last year.  If realized, US farmers potentially could grow the second largest US bean crop in history.  The price action this week was very impressive and we should see some positive follow through into next week.  In order for the market to continue to sustain this rally effort we will need to see continual fund buying as well as a stronger crude oil market and a weaker dollar.  With the support of these factors, it will be difficult to see a great deal of additional upside momentum.  

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1.  Prices of US agricultural goods to Japan have fallen significantly due to the combination the sharp drop in futures prices, ocean freight, and the US dollar.  As a matter of fact, the US dollar is trading at its weakest level versus the Yen since October of 1995.  
2. One noted analytical firm has pegged US planted corn acres at 82.288 million acres, which is a 3.6 million acre drop compared with planted US corn acres last year.  Assuming the same yields as last year, corn production would fall 500 million bushels.
3. China continues to be very active in the US bean export market.  Year to date purchases of 9.8 million MT (360 million bushels) accounts for 53% of the total US 2008-09 bean export commitments.  
  Bearish factors:

1. World ending corn stocks increased 13.7 million MT (539 million bushels) to 123.8 million MT.  The sharp increase in Chinese corn production (4 million MT or 157 million bushels).  
2. In a statement about the abundant and cheap world wheat, the USDA increased wheat imports into the US by 10% or 10 million bushels.  The record huge available stocks should not only have a negative impact on US wheat exports but also corn exports.  
3. The private estimate of US planted bean acres was 81.5 million, which is an increase of 6 million acres.  Using last year’s national yield of 39.3 bushels per acre, next year’s US bean crop could reach 3.13 billion bushels or the second largest crop on record.   
 SHORT TERM OUTLOOK

CH will find upside resistance from 375 up to 397.  Support will be found from 352 down to 333.  SF is in good resistance in the mid 850’s but a close over 860 would signal a move to the 879 to 905 area.  Support is from 828 down to 804
