FC AgMan……………….……December 14, 2007                                                                                                    

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:

Grain had one of the most positive weeks of price action in quite awhile, with corn (+21 cents), beans (+37 cents), and wheat (+58 cents) all registering impressive price gains.  There were some bullish fundamentals that contributed to the strength but the key to the sharp rally effort this week was the strong technical buying by the funds.  They were very active buyers in each pit, increasing their net long positions. We have seen 11 out of 12 sessions of higher closes in corn and the 7 out of 9 trading sessions of higher closes in beans.  The rally effort helped encourage a sharp increase in cash corn and bean movement this week but the hedge selling pressure did little to offset the increased fund buying.  The key piece of fundamental news was the release of the December S&D report, showing a sharply lower than expected decline in both US corn and bean ending stocks.  Corn stocks of 1.8-bbu were down 100-mbu from the November estimate due to an increase in the US export goal. Bean stocks of 185-mbu were down 25-mbu due to an increase in crush and exports.   This would be the lowest ending bean stocks since 2003-04 and this continues to emphasize the need to grown an abundant South American bean crop to keep stocks from further declines.  Traders are closely watching the current dry Argentina weather situation.  Forecasts do indicate the potential for some beneficial rains and coverage next weekend but the bean market will continue to be well supported on any pull back until these rains actually materialize.  Also offering the corn market some limited support was the fact that Congress passed their version of the energy bill, which will now go before the House. The bill increases ethanol demand to 36 billion gallons by the year 2022.  The wheat market has now had 4 consecutive higher weekly closes despite the lack of any fresh bullish fundamental news.  Expected sharp increase in world wheat plantings, beneficial rains in the US winter wheat areas and a slow down in US export demand should all be factors limiting any further wheat rally. Corn and beans are overbought and should have a difficult time sustaining the current rally without additional fund buying or fresh bullish fundamental news.  

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1. The USDA lowered US bean carryout 25-mbu down to 185-mbu due to an increase in crush and exports.  This is the lowest ending stock since 2003-04 and the also the 3rd tightest stocks to usage (6.2%) ratio in the past 35 years.                            
2. Congress passed their version of the energy, which calls for ethanol demand to increase to 36 billion gallons by the year 2022.  The bill now goes in front of the house and eventually the President, who has indicated he would sign the bill.

3. The recent strong US corn export demand has prompted the USDA to increase their US export goal to 2.450-bbu.  This would be an all-time record exceeding the previous records of 2.416-bbu set in the 1979-80 marketing year.

  Bearish factors:

1. Argentina has been dry, with some areas receiving less than 50% of normal rainfall in the past 6 weeks.  But weather forecasts call for an increase of shower activity by next weekend.   

2. The US Delta and Plains states have blessed with some very beneficial rainfall this week, which helps raise the potential for a beneficial US wheat crop.                                                    
3. Oil World has estimated Argentina bean plantings at 17.2 million hectares (42.5 million acres), which is an increase of 600,000 hectares (1.5 million acres) above the last Argentina government estimate.      
   
 SHORT TERM OUTLOOK
This week we achieved our price objectives on the upside of 435 in CH and 1150 in SF.  CH now will have a difficult time above 435 with long-term OHR all the way up to 465.  Support in from 422 down to 412.  As for SF, OHR is from 1150 up to 1165 with support built in from 1143 down to 1106.  
