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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:

Grain markets settled stronger, with corn up 2 cents, wheat up 44 cents, and wheat up 10 cents.  As we began a new trading month, fresh fund buying interest materialized and prices rallied the last 2 trading sessions.  The markets continue to trade in an erratic and volatile trading pattern, highlighted by the extremely wide weekly range in prices especially for wheat (83 cents) and beans (70 cents).  Technically, both corn and beans have retraced most of the sharp correction that transpired in the past few weeks and both markets are now within eye sight of the contract highs.  Fundamentally, export demand is helping fuel buying interest.  Weekly export sales of corn (1.9 million MT) were much better than expected even with current prices near $5.00 a bushel.  Wheat (588,000 MT) and bean (604,000 MT) were in line with estimates. The extent of the strong export demand can be seen in the year to date sales pace.  Wheat sales are 66% ahead of last year compared with the USDA estimate of a 13.2% increase.  Corn sales are 33% ahead of last year compared with the USDA’s estimate of a 15.2% increase. Bean sales are only up 1% but the USDA was estimating sales to be down 11% compared with last year.  Brazil and Argentina weather continues to be generally conducive to crop development, with timely showers and seasonal temps.  Brazil farmers are already starting to harvest beans in the north and the trade is starting to become concerned that excessive moisture is slowing harvest progress. If this wet pattern continues, potentially some of Brazil bean and SBM export demand could be switched to the US.  On a negative note, the fear of a US recession continues to loom over the grain markets.  Over the past week, the Fed cut the key Fed Fund rate 1 ¼%, which has fueled a rally in the stock market and spilled over into the grain markets. The USDA will release the February S&D report next Friday and the trade is generally expecting a lower US ending stock estimate for both corn and beans due to an increase in export demand.  By the end of this month, expect the trade to concentrate solely on US corn and bean acreage estimates as well as spring weather forecasts as the key factors in price direction.  Until then, we continue to be at the mercy of the order flow from the funds.             

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1. World demand for US corn remains stellar, with the cumulative sales the past 3 weeks averaging nearly 2 million MT despite the near historical high prices.        
2. The grain markets have all deteriorated over the past few weeks due to fund liquidation.  But as we enter February, it is clear that funds have a renewed buying interest in the grains indicating a fresh flow of speculative money on the long side.  

3. China is experiencing their most severe winter in the past 50 years.  There are reports that the rapeseed crop has been damaged, which increases the potential of additional oilseed imports.

  Bearish factors:

1. There is a growing fear that the US economy could be headed for a recession. If this materializes, this would have a deflationary impact on all commodities, including the grains.

2. Besides the excess moisture in the northern Brazil bean growing regions, the South American weather scenario remains non-threatening.
3. Minneapolis wheat prices have soared due to extremely strong spring wheat export demand.  But the unshipped sales of more than 2 million MT are twice as large as last year.  These sales could end up being cancelled or switched to an alternative origin.  
   
 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 long term OHR in March beans remains at 1355.  Short term resistance is now from 1290 to 1300.  Underlying support is from 1193 down to 1147.  

