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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 struggled in a sideways to lower price trend for the week, with corn (- 11 ½ cents), wheat (-14 ¾ cents), and soybeans (-29 cents) all closing under pressure.  Trade volume remains lethargic.  The weaker price tone this week has been due to the overall lack of spec buying interest, the continued strength of the US dollar, and the improving weather scenario in both Brazil and Argentina.  The bean market had been the leader on the way up and conversely, it has also been the leader on the sell-off in prices.  Technically, the failure for the March bean contract to penetrate the most recent highs on Monday prompted some long liquidation.  The Brazil crop areas currently have plenty of moisture and are deemed in generally good shape.  Argentina has received some limited shower activity in the past week but enough to limit any further crop losses.  The forecast for both Argentina and Brazil calls to receive some good coverage and rain amounts next week.  This will be the key factor for price direction next week.  If the rains materialized as advertised, grain prices should quickly retreat lower.  If the rains do not materialize, expect some weather premium to quickly be added back to the market. It is the equivalent of early August in their soybean crop development so any rains from here on out could still be beneficial to the final soybean crop size.  The US dollar sold off early in the week but strengthened in the past 3 days to completely erase some of the early losses.  Crude oil futures are a critical key to the overall economic demand.  Crude oil fell nearly $5/barrel, with pressure coming from the weekly crude oil stocks report.  The report showed crude inventories increases an amazing 6.2 million barrels compared with the analyst’s estimate of a 3.4 million barrel increase.  Cash grain movement remains limited as the recent price action has done very little to encourage farmers to let go of any additional old crop corn and soybean supplies.  Grain prices have deteriorated in the past 2 weeks and have the potential to continue to work lower in the near term.  In order to generate additional buying interest, we need to see some type of bullish fundamental spark.  But with the continual bearish economic signals and the improving South America weather situation, this may be difficult.  
THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1. Even though year to date US corn sales are 50% of last year’s pace, there are some encouraging signs demand for US corn is starting to pick up.  Weekly export sales exceeded 1 mil mt for the past 2 weeks, which is also the first time this marketing year. 
2. Weekly bean sales were slightly lower than expected due to the start of Lunar New Year weekly celebration in the Far East.  But with the celebration winding down, demand for US by China is expected to resume quickly.    
3. We expect inflation to eventually start to ignite.  This will undoubtedly have a positive price impact on precious metals as they are a hedge against inflation.  But the inflationary signals should also have a positive impact in the grain markets.  

  Bearish factors:

1. In another key sign regarding the health of the economy, the US government announced that the GDP fell 3.8% in the last quarter.  This is the sharpest decline in the past 26 years.

2. Crude oil prices continue to struggle with prices testing the $40/barrel.  The weekly US crude oil stocks increased 6.2 million barrels, which was twice as much as the trade expected.  
3. The monthly cattle on feed report showed placements at only 97% the level of a year ago.  This is another indication of a softer domestic demand scenario for both corn and soybean meal. 
 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.  
