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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 settled mixed to mostly weaker as corn (+8 ¾ cents) settled higher and beans (-10 cents) and wheat (-23 cents) settler weaker.  The one key factor this past week was the extremely light trade volume, which helped contribute to the erratic price action.  The sharp rally in crude oil futures to all-time new highs offered the markets some solid underlying support. Not only was the rally in crude positive to the grain due to the inflationary signal but also due to the impact on the price of ethanol (corn) and bio-diesel (SBO).  Corn prices started off on the defensive early this week due to the improving planting progress.  Corn planting was estimated at 72% complete up from 51% last week and the 5-year average of 88%.  Plantings at the end of this week should reach 80-85%, which should erase most of the “planting delay” fears.  One concern is that corn emergence was estimated at only 26% compared with the 5-year average of 56%.  The forecast for warmer temps throughout the Midwest starting next week should help rectify this situation.  The bean market garnered most of the attention this past week.  The one key fundamental factor positively impacting prices is the ongoing negotiations between the Argentine government and their farm groups regarding the sliding soybean export tax scale that was enacted in March. If farmers are not able to get an acceptable government proposal, they will quickly go on strike once again and block any grain supplies to the export channels.  The significance is that if the strike continues into June, there is the potential for some export demand to be switched to alternative sources, including the US and Brazil.  With the very tight US bean ending stocks of 145-mbu, the US cannot afford a large unexpected increase in export demand without prices rallying sharply.  Demand has picked up significantly this past week, with new sales of 869,300 MT (32-mbu) much larger than trade expectations.  China returned as an active buyer in a big way, accounting for 71% of the total new sales.  Fresh bean export demand should be positive to bean prices but for corn and bean prices to be able to sustain any strong rally effort we need to see a hot, dry weather scenario and right now there are no signs of that occurring.   

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:
1. The Argentine government stipulated that major grain exporters will not be able to export more than 520,000 MT of corn and wheat annually in an effort to battle domestic inflation. This may benefit our exports as world buyers turn to the US to meet their needs.  

2. Crude oil prices rallied to new all time highs once again this week.  The grain markets have been positively impacted by the combination of the bullish inflationary signal but also the impact crude prices have on ethanol and bio-diesel prices.  

3. After several weeks of being absent from our bean export market, the Chinese returned this past week buying 623,000 MT or 71% of the total US bean commitments this past week.  

  Bearish factors:

1. The corn crop could get off to a great start, with some warmer temps.  The combination of some heat and the ample subsoil moisture could prompt a green house type of effect.

2. Wheat prices should continue to struggle as we head into the new crop harvest.  World wheat production is expected to reach 656 million MT, which is a 50 million MT (8.2%) increase versus last year.
3. The weekly US export shipment pace for corn has     slowed significantly in the past week.  The 27.3-mbu was not sharply lower than trade expectations but the shipments were also sharply lower than the 49-mbu shipments we need to average per week to reach the USDA export goal.       
     
 SHORT TERM OUTLOOK
December corn will continue to find OHR from 652 up 673. This area could prove to be key on the upside over the coming months.  Support remains from 616 all the way down to 570 where prices are likely to gravitate.  We look for SX to continue to find long-term resistance from 1380 up to 1410.   Support is from 1290 down to 1242.  A close below 1235 would signal a move to the 1145 to 1120 area.    
