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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 finished the week mixed, with corn settling unchanged, beans closing 4 ½ cents lower, and wheat settling 9 cents higher.  Price direction was impacted by a host of factors including the Midwest weather pattern and planting progress, Argentina farmer strike, and the gyrations in the crude oil markets.  The planting progress for both corn (88% complete versus 94% average) and beans (52% versus 67% average) remains behind due to the continued wet conditions throughout the Midwest.  In addition, there are reports of replanting corn in southern IL, southern IL, and MO due to excessive moisture.  The planting delays should continue as the weather forecast calls for consistent shower activity, with general coverage across the Midwest for the next 10 days.  Traders are starting to question the impact the delays will have on the final planted acres and yields.  Argentina farmers went back on strike once again as no progress was made in the negotiations with the government over the soybean export tax that was enacted in March.  If the strike continues for any prolonged period of time, a shift in world bean and product buying demand should be expected away from Argentina to other alternatives such as the US and Brazil.  Some signs of increased US demand can be seen with China becoming a more active buyer of US beans after being absent for several weeks.  On a negative note, the USDA announced they were going to release 24 million acres in the CRP for grazing and haying in an effort to give livestock producers some relief from the near record high feed cost levels.  This should have a negative impact on domestic corn demand.  On a second negative note, crude oil may have made an near term top as prices rallied to near the all-time new highs this past week but prices finished the week more than $6/barrel off the highs.  The crude oil rally has been a factor in the strength of the corn and beans due to the inflationary signal and also due to the correlation to ethanol and bio-diesel prices.  Some of the selling pressure in the crude oil was due to the CFTC announcement that they were taking measures to improve oversight of the energy markets so they will reflect the fundamental forces of supply and demand and also assure the markets will be free of manipulation and fraud.  

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:
1. The Midwest weather pattern remains wet and consequently, corn and bean planting is behind.  As we head into June, more delays and the potential for a loss of planted corn acreage is possible as the forecast remains wet for the next 10 day period.  

2. Argentina farmers went back on strike this past week in a protest to the soybean export sales tax enacted in March.  Some export demand may be already starting to shift to the US, with rumors of China securing 3-5 cargoes of US beans off the PNW this past week.

3. With the cool and wet weather pattern this spring and the potential loss of planted corn acres, the key question is whether we can even produce a 12-bbu corn crop this year?                                                                                                                                

  Bearish factors:

1. Crude oil prices may have put in a near term top, with prices falling $5/barrel this past week.  A sharp break in crude price should have a negative impact on the grains due to the inflationary impact but also due to the correlation to ethanol and bio-diesel prices.  

2. USDA released 24 million acres of CRP land for haying and grazing in an effort to give the livestock industry some relief to the historic high feed grain prices.  Does the USDA have additional plans to offer additional relief to commercial users of US grain?
3. The CFTC announced measures to improve oversight in the energy markets and to ensure prices reflect the forces of supply and demand and to keep the market free of manipulation and fraud.  Will the CFTC now turn its attention to the grain markets?
     
 SHORT TERM OUTLOOK
We have no changes this week on our price outlook.  December corn will continue to find long term OHR from 652 up 673 with short-term resistance from 615 to 635. 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.    
