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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 grain markets spent the first 3 days in a strong rally effort and the final 2 days giving most (if not all) of the rally back.  The key to the early strength was a technical correction to the recent sharp losses in all pits.  Over the last several weeks, grain prices had deteriorated sharply off the contract highs, with corn prices down 72 cents, wheat prices down $3.73, and bean prices down $3.79. So the recovery early in the week was not surprising.  But the failure to hold the rally late in the week was definitely disappointing to the market bulls.  Corn (+53 ½ cents) and beans (+ 63 cents) settled higher for the week but wheat  (-2 ½ cent) registered a modest loss.  Markets struggled late in the week despite some bullish fundamental news.  Argentina’s farmers have staged a strike the last 2 weeks as a protest to Argentina’s government export tax, which was enacted earlier this month.  The net impact is that virtually no grain is moving and consequently, export sales are starting to be switched to other origination such as Brazil and Argentina.  With US ending bean stocks as tight as they are (140-mbu), we can not afford a sharp increase in new export demand, without prices rallying sharply.  Even though it is early, the trade is starting to emphasize the extremely wet weather in the southern Midwest and Delta regions and the potential for corn planting delays.  The forecast calls for additional showers, which limit the drying process.  Once again, with tight US corn stocks     (1.438-bbu), we can not afford any adverse weather problems this spring or summer.  The market will not quickly turn their attention to the USDA’s quarterly stocks and acreage report, which will be issued Monday morning.  This is arguably the second most important report of the year, with only the August crop report exceeding it in impacting prices.  The average trade estimate for acres is 87.4 million corn (93.6 million last year), 71.7 million beans (63.6 million last year), and 63.6 all wheat (60.4 million last year).  The average trade estimates for quarterly stocks are 7.078-bbu corn, 1.355-bbu beans, and 666-mbu wheat.  Look for this report along with the spring Midwest and Plains weather pattern to have the most impact on the direction of grain prices for the foreseeable future.   

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:


1. Current weather conditions across the Ohio River Valley and Delta growing regions have traders concerned that corn planting could be delayed in the coming month.                                                                                                         

2. Stability in the global equity markets seems to be starting to build a strong base of support for commodity markets, specifically agricultural and energy products.

3. The recent price break of nearly $4 a bushel in beans    

and 70 cents in corn will make it hard not view any reduction in stocks and or acreage relative to trade estimates as friendly.

  Bearish factors:

1. The recent increase in margin requirements in corn, wheat, beans, and SBO has effectively forced the weaker longs to reduce their unit size if not liquidate their existing long positions.                                                                                                  

2. The US dollar has seemed to find stability at lower levels versus the key Euro currency.  The dollar could rally 15-20%, which would reduce the world’s purchasing power.                                                 
3. The unshipped US wheat sales of more than 1.2 million MT with 8 weeks to go in the marketing year has some questioning just how tight world wheat stocks are.   
   
 SHORT TERM OUTLOOK
 Near term OHR in December corn is from 569 up to 578.  We tested and held our underlying support this week at 522.  Look for these areas to hold.  November beans penetrated our underlying support from 1354 down to 1280. The weekly lows of 1134 should offer the market with a strong floor.  Overhead resistance remains from 1373 up to 1412.  November beans appear to have made a top, which should hold for the next several months.  

