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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 trend for extremely volatile and erratic trade in the grain markets continued this week.  All markets settled higher, with wheat (+$1.50) locking limit up for 5 consecutive sessions.  The corn (+7 ½ cents) and beans (+52 ¾ cents) both settled stronger but well off the weekly highs.  The bullish price action can partially be attributed to the historical price action in the Minneapolis wheat market.  The extremely tight cash supply of spring wheat has caused a squeeze in the nearby March contract, which settled at $15.33 cents per bushel on Friday.  The synthetic value (using the options market) was quoted at $20.50 per bushel.  The strength spilled into the Chicago wheat market and prices rallied limit up for 5 consecutive trading sessions.  Corn and beans were also indirectly impacted.  The strength in the wheat market continues to put pressure on both corn and beans to rally so that there is not a swing in acres away from these commodities this spring.  The strength in spring wheat prices is raising concerns that some acres that normally would be planted to corn and beans in Minnesota and the Dakota’s could potentially be switched to spring wheat.  Both corn and beans closed higher for the week despite a technical meltdown on Wednesday.  Corn and beans rallied limit up before heavy liquidation pressure caused both markets to settle sharply lower.  The technical reversal in prices would normally prompt a weaker follow through in the following days but these markets did the exact opposite and recovered over the next 2 trading sessions.  The combination of fresh buying interest, spillover from the wheat, and another solid week of export sales all contributed to the recovery.  Traders were also concerned that the USDA’s February S&D report (released Friday) would have a bullish slant, with both US corn and bean ending stocks potentially declining.  In reality, the US corn ending stocks were unchanged at 1.438-bbu but US bean ending stocks fell 15-mbu to 160-mbu due to an increase in both exports and crush.  We have plenty of beans to carry us through the end of the marketing year but the concerns are that the amount of bean acres US farmers will plant this spring as well as the Midwest weather pattern.  

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:

1. Bean harvest in northern Brazil has slowed considerably in the past 2 weeks due to excessive moisture, with additional rains forecasted.  Any lengthy delays could prompt some export demand switched to the US.
2. US bean ending stocks were lowered to 165-mbu in the February S&D report.  This equates to only 19 days of usage and puts a significant amount of pressure on securing enough acres but also favorable weather to assure a large enough bean crop so stocks do not continue to deteriorate.                   

3. This is the 3rd consecutive year in which US corn carry out, as a percentage of total usage, has fallen.  Just like the bean market, there is a huge need for enough planted corn acres and conducive weather to reverse this trend.  

  Bearish factors:

1. Corn and beans have rallied for the week mainly on the strength in wheat in both the Chicago and Minneapolis markets. When that is corrected, both corn and beans will take a hit.  

2. World supplies for corn and beans are ample for the next 6 months.  With good growing weather this summer, corn and beans could struggle from the historic highs. 
3. The historic price levels in Minneapolis wheat will spark a huge increase in world wheat acres over the next year.  The increased production should not only relieve the tight stock situation but will also cause price to fall dramatically.   
   
 SHORT TERM OUTLOOK
We have no change in our outlook for December corn with long term OHR from 516 up to 546.   Support for the coming week is from 506 down to 490.  Our long term OHR in March beans was penetrated this week with trade up to 1374 ½.  Resistance is now from 1370 to 1404.  Underlying support begins at 1305 to 1290 with additional support from 1275 to 1250.  

