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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:

The grain markets put in their lows early in the holiday shortened trading week and then proceeded to rally the balance of the week.  Corn (+25 cents), wheat (+ 14 cents), and beans (+19 cents) all finished the week with some impressive gains. Make no mistake the soybean market is the leader on the grain floor.  For the second consecutive week, traders are putting more emphasis on the fundamentals and less emphasis on the outside markets (US dollar and crude oil).  Grain prices rallied despite the sharp rally in the US dollar.  A stronger dollar will help limit the buying appetite of world buyers for US Ag products.  The rally in the soybean market was fueled by a combination of the declining Argentina corn and soybean crop as well as a very strong US soybean export demand pace.  Corn and wheat rallied primarily due to the spill-over strength in the soybean pit.  The Buenos Aries Grain Exchange released the most alarming corn and bean crop estimates we have seen so far.  They estimated Argentina’s soybean crop could fall to 34.5-38.0 mil mt compared with the last USDA estimate of 49.5 mil mt.  Their corn production estimate is 12-13 mil mt compared with the USDA last estimate of 16.5 million.  The dryness and uneven weather pattern has limited planting and caused damage to the developing corn and bean crops.  Their current export estimates of 14.4 mil mt of beans (528 mil bu) and 9 mil mt of corn (354 mil bu) should undoubtedly be lowered and that business will be replaced by the US and Brazil.  However, in Brazil, crops in Rio Grande, Parana and Mato Grosso do Sol s also in question.  Bean prices should be impacted the most due to the tight US and world bean ending stock situation.  There are some general rains expected in Argentina growing areas this weekend.  If these rains do not materialize, soybean prices should go soaring early next week.  Another positive development has been the stronger than expected weekly sales of 1.3 mil mt of soybeans and 1.1 mil mt of corn.  The corn demand was the biggest surprise as it comes only 1 week after registering the lowest weekly sales of the marketing year.  If corn export sales remain strong, this will be a signal that world buyers are definitely concerned about the shrinking Argentine corn supplies.  
THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:
1. The Buenos Aries Cereal Exchange has estimated Argentina bean production at 34.5-38.0 mil mt compared with USDA’ s last estimate of 18 mil mt.  Argentina corn production was estimated at 30-34 mil mt compared with USDA’s last estimate of 18 mil mt.  
2. Demand for US soybeans the past 2 weeks has been extremely impressive with more than 2.7 mil mt of new sales, which equates to more than 11% of our total year to date sales.  In the past 2 weeks, China bought 1.6 mil mt, which equals 59% of all sales.  
3. US corn export demand picked up significantly this week with 1.1 mil mt of new sales.  The buying may signal world buyers are concerned about the declining Argentine corn crop and the US dollar.   
  Bearish factors:

1. The bearish world economy is prompting a flight to quality as traders invest in the US dollar. Since Jan 1, the US dollar has rallied more than 5% and is up 3% this week alone.  The strength of our dollar will eventually help limit demand for US Ag products.   
2. Even though the US may see some increased export demand due to the declining Argentine corn crop, US ending stocks are estimated at nearly 1.8 billion bu, which 150-mbu higher than last year and the largest available ending stocks in 3 years.  
3. US planted bean acres could increase 3-5 million this spring due to the combination of the nearly $3/bushel rally in bean prices the past 6 weeks along with the high input cost to plant corn.
 SHORT TERM OUTLOOK

CH should continue to hold the recent high of 429.  On the downside, look for support from 380 down to 370.  Longer term support is from 362 down to 342.  A close over 406 suggests a move to the 436 to 452 area.  With regards to SH, our resistance remains from 1040 to 1065.  Support begins at 940 and caries all the way down to 875.  
