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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 had one of the most volatile weeks of trading as prices broke very hard on the first 2 sessions of this holiday shortened week but then rallied back impressively the last 2 trading sessions. For the week, the grains settled mostly weaker, with corn (+ ¼ cent) settling slightly firmer and wheat (-21 ½ cents) and beans (-26 ½ cents) closing sharply weaker.  Beans were a good example of the volatile price action as prices traded in an extremely wide $1.22 range.  The sharp meltdown in the world equity markets was the fuel to sharp break in grain prices early in the week.  The grains were negatively impacted due to ideas that the US could be facing a recession, which is a bearish deflationary signal.  The combination of light to moderate fund liquidation along with the lack of underlying buying interest sent grain prices into a tailspin.  The US government then lowered the key fed fund and discount rate by ¾ of a point, which not only helped the equity markets recover but the grains rallied back impressively.  Underlying buying interest also came from increased export demand news and growing world weather concerns.  S. Korea bought more than 600,000 MT of US corn throughout the week.  In addition, weekly corn export sales totaled 1.7 million MT, bringing the last 2 week total to more than 4.0 million MT or 157 million bushels.  Traders are keeping a close eye on the Argentina weather forecast. They received some much needed rains in late December and early January but conditions have turned hotter and drier in the past 2 weeks.  The forecast calls for only light, scattered showers and seasonal temps for the next 7-10 days.  With the extremely tight US bean ending stocks (175-mbu) and concerns over the amount of US planted bean acres, we can not afford any sustained world weather problems or our bean market will experience a significant rally effort.  From a technical stand point, the question is whether the sell-off this week is a slight correction in a long term bull market or is this the start of a healthy downward price correction?  Nothing can be confirmed until we get into the spring growing season.    

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1. The sharp break in the grain markets has prompted world end users to extend their coverage.  South Korea alone has purchased in excess of 600,000 MT of US corn over the past several days.  

2. The Argentina weather pattern has turned slightly drier over the past week.  With extremely tight US bean ending stocks, any extended dryness in Argentina’s bean growing regions will sharply rally bean prices.

3. Funds only liquidated a portion of their long positions on the sell-off in grains. This is a positive signal that they were not overly concerned with the weakness and are looking to add to their positions.

  Bearish factors:

1. The melt down in the world equity markets early this week is fueling the ideas of a US recession.  If this occurs, it would be a bearish deflationary signal to all commodities including the grains.  

2. Argentina’s wheat exports were suspended for 2 months as the government assessed the frost damage to their wheat crop.  Rumors are that exports will resume, with potentially 2 MMT available for export. 
3. Midwest sub soil moistures have been replenished this winter due to a combination of rain and snow.  This will be a key factor as we head into the critical spring planting season.  
 SHORT TERM OUTLOOK
December corn will continue to find long term OHR from 516 up to 546 with short term resistance from 488 to 500.  Support is now from 481 down to 460.  Our resistance up to 1355 appears to be the top.  Short term resistance is now from 1236 up to 166.  Support is from 1193 down to 1147.  

