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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 with a mixed tone, with corn (+16 ½ cents) and beans (+57 cents) registering some impressive gains and wheat (-5 ½ cents) settling slightly weaker.  The USDA released their May S&D report Friday, which was the first estimate of the 2008-09 marketing year. The corn and bean production estimates were solely based on the March acreage report and trend line yields so they need to be viewed with a degree of caution as both acreage and yields could change dramatically.  Corn prices rallied to new all-time new highs, with buying interest fueled by the continued corn planting delays and the wet Midwest weather outlook.  Planting was 27% complete as of last weekend compared with the 5-year average of 59%.  Farmers were able to get some fieldwork done this week in between the rain showers but even if planting reaches 50% at the end of the week, we will still be 20-25% behind the average.  The corn S&D report was viewed as slightly bearish as the 2007-08 (1.383-bbu) and 2008-09 (763-mbu) US ending stocks were higher than expectations. Corn prices weakened but were supported very well on the pull back as the planting delays and wet forecast continues to be the critical fundamental factor impacting prices.  The bean rally was partially due to the break down in negotiations between the Argentine government and their farmers regarding the bean export tax implanted in March. Farmers have decided to strike and not sell any grain until May 15.  Reports are that Argentine exporters have plenty of product in storage to meet their nearby commitments.  If the strike continues into latter half of May and June, some export demand will undoubtedly be switched over to Brazil and US sources.  Bean prices rallied sharply Friday due to the bullish construed S&D report.  The US ending stocks for the 2007-08 (145-mbu) was slightly lower than expectations but the 2008-09 (185-mbu) ending stocks were nearly 90-mbu lower than estimates. The extremely tight 2007-08 corn and bean ending stocks continues to emphasize that we cannot afford and sustained weather problems or ending stocks will continue to erode to dangerous levels.  And with the corn planting delays and wet weather forecast, we are not starting off on a very positive note.    

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:
1. Crude oil prices rallied to all-time new highs of $126.00 a barrel.  This is positive to the grain markets due to the inflationary impact but also due to the correlation crude oil has to corn (ethanol) and SBO (bio-diesel).  

2. The USDA estimates US bean ending stocks at 185-mbu or 90-mbu lower than trade expectations.  The tighter than expected stocks puts that much more emphasis on US farmers to grow a big bean crop so stocks do not continue to shrink to dangerous levels.

3. 2008-09 world corn carryout is estimated at 99 million MT or nearly 10 million MT lower than the ending stocks at the end of this year. The US accounts for 40% of world production so any weather problems this summer and prices will explode.  

  Bearish factors:

1. The weekly export sales of 400,000 MT were the smallest of the entire marketing year.  With corn prices at all-time high levels, this may be an indication that world buyers are starting to reduce their demand.

2. World wheat production is estimated at a record 656 million MT or a 50 million MT increase compared with last year’s reduced production. If wheat prices continue to plummet, we could eventually see wheat work back into some feed rations, replacing corn.
3. Corn planting may be farther along that realized.  We have a few days of clear weather this past week and reports were that farmers were planting corn around the clock.  It is only the middle of May and farmers will plant corn as long as possible.
     
 SHORT TERM OUTLOOK
December corn now finds OHR from 652 up 673. Short-term support is from 632 down to 616 with intermediate support from 601 to 570.  We look for SX to continue to find long-term resistance from 1300 up to 1350.  This area should continue to hold prices in check on the upside.  Short-term resistance is up to 1315.  Support is from 1213 down to 1149.  
