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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 had a very bullish week of price action, with corn (+8 cents), wheat (+32 cents), and soybeans (+75 ½ cents) cents are registering some impressive gains.  The key to the rally effort was the surprising decision by the US Fed to buy up to $300 billion of longer term US government debt over the next 6 months and to expand the purchases of mortgage related debt to help ease the credit conditions. The impact of their decision was felt throughout all markets as the US dollar weakened sharply and helped rally crude oil, precious metals, along with the stock market.  And consequently, the grains rallied also as traders continue to follow the key outside markets for price direction.  The weaker US dollar is the key as it reduces the cost of US agricultural commodities to the world buying community. The fundamental news impacting price direction was somewhat limited.  Some key data will be released on next Tuesday, March 31st when the USDA issues the quarterly grain stocks report along with the critical acreage intentions report.  This report, along with the spring Midwest weather pattern will help establish price direction in the grain room over the next 30-45 days.  Last year US farmers planted 86 million acres of corn and 75.7 million acres of soybeans.  In general, the trade is expecting a shift from corn acres into soybeans due to the high input cost of planting corn, primarily nitrogen.  Weekly US grain sales were disappointing as the new commitments of 225,800 MT of wheat, 44,600 MT of corn, and 339,800 MT of soybeans were less than trade expectations.  We now want to see if the sharp break in the US dollar will spur additional demand over the next several weeks.  Another issue the trade is starting to closely monitor is the growing dispute between the Argentine government and their farmer regarding the 35% export tax.  The government conceded to share part of the tax receipts with the farmers but they are not satisfied and have begun to protest.  If this escalates, it could be bullish to our markets as some of their demand is switched over to the US.  The grain markets may have a difficult time making any significant move in prices until we see the acreage report which will be issued a week from Tuesday.  

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:
1. The US dollar broke sharply this week in a reaction to the Fed’s surprising decision to buy back up to $300 billion of US government debt and mortgage related debt.  The weaker dollar should help encourage additional export demand of US grains. 
2. There is a growing dispute between Argentine government and their farmers over the grain export tax.  If the dispute escalates, there is a possibility that some of Argentina’s export demand could be switched to other originations, specifically, the US.   
3. The traditional fund’s modestly small long net positions of 60,000 corn and 25,000 soybeans could quickly increase if the amount of managed money continues to grow like it did in February when $7.1 billion (2nd highest month on record) was invested.

  Bearish factors:
1. The biggest long in the market is the US farmers, who still have a large amount of old crop corn and old crop beans yet to market.  Farmers will likely take advantage of any near term rally as a selling opportunity, which should keep any rally in check.
2. Even though the value of the US dollar continues to deteriorate, the weekly sales for US corn, wheat, soybeans were below trade expectations.  Demand better pick up soon or the positive impact the weaker US dollar is having on grain prices will quickly fade.  
3. With US farmers expected to start spring planting in the southern Midwest within the next 2 weeks, the current abundant soil moisture should have a very positive initial impact on the early corn and soybean plant development. 
 SHORT TERM OUTLOOK

CK will now find support in the intermediate term from 387 down to 364.  On the upside, look for resistance from 381 to 405.  a close above 411 suggested a move to the 433 to 452 area.  SK has support from 919 to 909 and again from 898 to 880.   Look for resistance in the  short run up to 954 with resistance continuing all the way up to 981.
