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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:

Grain prices were mixed in a very quiet and uneventful week of trading.  The corn (+ ½ cent) and bean (+14 cents) markets were able to manage some marginal price gains and wheat (-9 cents) finished the week with some minor losses.  The weekly range in prices was extremely narrow, which is an indication that traders were unwilling to push the market very far in either direction.  In general, the overall tone of the market remains bearish keeping any upside rally to a minimum.  The key bearish factor remains the overall negative world economics, highlighted this week by the largest quarter drop in the US Gross Domestic Product (GDP) in the past 26 years.  The US dollar continues to rally on a “flight to quality”.  The stronger US dollar reduces the amount of US agricultural products that foreign buyers are able to buy.  Also negative is the advance of the soybean harvest in Brazil.  The current harvest pace is 17% complete, compared with 16% last year and the average pace of 14%.  Weekly export sales report showed only 457,000 MT of corn and 348,000 MT of bean sold this past week, with both figures well below trade estimates.  The smaller than expected soybean demand can be explained by the fact that world buyers are now starting to turn to South America for their needs.  There were rumors that China had cancelled several cargoes of US beans this week.  More than likely, there could be additional cancellations as we go on.  On a positive note, this week’s price action seems to be putting in an interim base in prices.  From the January highs, the grain floor has sold off significantly, with prices falling approximately 75 cents in corn, $1.35 in wheat, and $1.65 in soybeans.  Consequently, all three markets are sharply oversold and due for a correction. The trade will now slowly start to turn its attention to the March 31st quarterly stocks and acreage report for fresh price direction.  This past week, the USDA held their annual outlook conference, which gives us a rough estimate what to expect this coming year.  Corn production was estimated at 12.365-bbu (12.101-bbu last year) on acres of 86 million (86 million last year).  Bean production was estimated at 3.240-bbu (2.959-bbu last year) on planted acres of 77 million (75.7 million last year).   
THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1. India, one of the world’s largest wheat producing countries, has received much lower than normal rainfall since January 1st impacting their winter wheat crop.  If the dryness continues, wheat imports are probable. 
2. Since the 1st of the year, corn, wheat, and bean markets have sold off significantly and are sharply oversold.  All markets are due for a positive technical correction despite the lack of any significant bullish news. 
3. In their annual Outlook Conference, USDA estimated that US wheat production could reach 2.120 billion bushels, which is down from last year’s production of 2.520 billion bushels.  The drop in out put is due to the shift of wheat acres into corn and beans.  
  Bearish factors:

1. The US 4th quarter Gross Domestic Product (GDP) fell 6.25% compared with the analyst’s estimate of a 5.4% drop.  This is the worst decline in the past 26 years and continues to help accentuate the overall bearish state of the economy. 
2. There were trade rumors this past week that China had cancelled several soybean vessels they bought out of the US.  China is by far our largest soybean buyer but they are apparently starting to look to South America for their soybean needs.  
3. After several weeks of strong weekly export sales, new commitments of both corn (457,000 MT) and soybeans (348,000 MT) were sharply lower than expected due to the stronger US dollar and the start of the S. American soybean harvest.
 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 remains oversold.  Resistance is from 917 and continues up to 956.  Support now is from 762 down to 825.
