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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:

In a shortened trading week, the grain markets experienced some bearish price action, as corn (- 13 cents), wheat (- 16 cents), and soybeans (-93 cents) all settled sharply lower but also right near the lows of the week.  The key to the weakness was the combination of the overall poor world economic situation along with the lack of any bullish news.  Trade was volume was generally light to moderate.  The adverse weather conditions in Argentina had offered the market some price strength in the past several weeks but it is starting to lose its positive impact on price direction.  One reason is that all the other bearish world economic news is offsetting any bullish impact from a smaller Argentine soybean crop. The USDA currently is estimating Argentina’s soybean crop at 43.8 million MT.  A second reason could be that Brazil (world’s 2nd largest soybean producer) has benefited from some late showers, which could eventually increase the size of their soybean crop. The USDA’s last estimate of Brazil soybean production is 57.0 million MT but we have seen some analysts increased the soybean crop above 58.0 million MT.  On a more positive note, demand for US corn and soybeans the past couple of weeks have been better than expected.  The strong corn sales the past 2 weeks equates to more than 10% of the total year to date US sales.  US soybean sales are currently running 6% higher than the sales pace last year, with the strong buying pattern for China accounting for the majority of sales.  China has purchased more than 15 million MT (550 million bushels) from the US this marketing year.  This demand will slowly start to gravitate to the Southern Hemisphere, especially with the Brazil soybean harvest starting to pick up steam.  As we look ahead, the grain markets are all due for a modest upside price correction, especially considering that since early January corn prices have fallen $1.75 in soybeans and 75 cents in corn.  But any sustained rally effort will be difficult to sustain, with the continued world economic problems being the most negative issue.  Fundamentally, grain traders will slowly start to look at the March 31 quarterly stocks and acreage report for the next best indicator of price direction in the grain room.  

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1. One positive impact the recent sharp break in futures prices has sharply increased the demand for US agricultural commodities.  The cumulative weekly sales have totaled more than 2 million MT for both corn and beans the past 2 weeks.  
2. India is one of the world’s largest wheat producers.  A general lack of rainfall since December has impacted the crop size, with analyst’s estimates in a range of 73.7-76.0 million MT.  This compares with the USDA’s latest estimate of 78.4 million MT.  
3.  Argentina has received some limited precipitation over the past few weeks to help limit the declines in their developing soybean crop but more rain is needed in the next couple weeks or their bean crop could shrink to 38-40 million MT compared with the latest USDA’s estimate of 43.8 million MT. 
  Bearish factors:

1. The poor world economic picture and how it will eventually impact demand for grain continues to be the key limiting buying interest in the US grain markets.  US jobless claims increased 627,000 this week, bringing the total of people receiving unemployment benefits to nearly 5 million.   
2. In the first time in nearly 2 years, the large traditional traders (funds) have established a slightly net short position. The question now becomes whether the funds will continue to add to their short position.   
3. Brazil continues to receive some very beneficial showers late in the soybean growing season which will potentially add bushels and consequently, increase the Brazil bean crop. 
 SHORT TERM OUTLOOK

CH will now find resistance from 375 up to 396.  On the downside, look for longer term support from 362 down to 342.  Additional support is from 336 to 325.  SH is very oversold.  Resistance does not begin until 932 and continues up to 981.  Support now is from 762 down to 825.    

