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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 higher, with corn (+14 cents) and beans (+3 ½ cents) registering modest gains.  Wheat put in the most positive action, with prices settling 24 cents stronger.  Even though corn and beans closed higher, the price action was viewed as disappointing as both markets rallied to all-time new highs early in the week but sold off sharply and settled near the lower end of the weekly price ranges.  The early strength was primarily due to the significant flooding that occurred in areas tributary to the Mississippi River.  The concern is not only the loss of both corn and bean acres but also the negative impact the flooding will have on final yields.  The weekly crop conditions report issued Monday indicated the excess water was having an impact on the crops.  Both corn (-3%) and beans (-1%) fell in the good to excellent category but the ratings drop was less than trade expectations.  IA is undoubtedly the state impacted mostly by the floods and it was reflected in the weekly crop conditions, with both the corn crop and bean crop rated 15% poor to very poor.  Nationwide bean planting was estimated at 84%, which is 10% behind the 5-year average.  With the balance of the bean crop to be planted at such a late date, the potential for lower yields on these acres is a distinct possibility.  The USDA will release their quarterly stock and acreage estimate on June 30th.  This report will be critical to price direction over the next 30 days.  With the US corn and bean ending stocks at extremely tight levels, we can not afford to lose many acres or prices will continue to sky rocket.  Grain prices sold off the last 3 trading sessions, as the markets were grossly overbought and well overdue for a downside price correction.  Weekly export sales for corn 568,000 MT of corn and 190,000 MT of beans were not that impressive, which may be an indication that the current high prices are starting to have a negative impact on US export demand.  Any further deterioration in prices will be significantly limited, as we need to initially get through the June 30th acreage report and then see how the summer Midwest weather pattern shapes up before any major downside correction in prices can occur.     

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:
1. Brazil bean export offers rallied 50 cents this past week due to the Argentine farmer situation and the US flooding disrupting the flow of beans to the Gulf.  This puts US Gulf beans competitive with Brazil.

2. Corn and bean prices rallied to all-time new highs this week, with buying fueled by the heavy flooding tributary to the Mississippi River.  The loss of planted acres and potentially lower yields were the key fundamental factors fueling the rally.

3. The current 2008-09 US corn ending stocks of 673-mbu equates to only 19 days of usage compared with 40 days of usage last year.  And this does not even take into consideration the potential of a loss of planted acres and lower nationwide yields due to the recent Midwest flooding. 

  Bearish factors:

1. Crude oil prices fell sharply this past week, with the pressure due to reports that China would raise gasoline and diesel prices by up to 18%. 

2. Senator Lieberman introduced legislation this past week to ban pension funds from investing in commodity index funds.  If passed, this would weaken the impact the index funds have in determining price direction.      
3. The Midwest weather outlook is improving, with forecasts calling for limited rains and coverage over the next 7 days.  This should allow farmers to get some late bean planting accomplished.
     
 SHORT TERM OUTLOOK

December corn appears to have put in at least an intermediate top.  Resistance is against the high of 769.  A close over 769 signals a move to the 801 to 819 area.  Support will be found from 736 down to 709.  November beans have the technical makeup of a market that has topped.  Support will be found from 1509 down to 1473 with longer-term support from 1448 to 1408.  A close over 1567 signals a move to the 1613 to 1642 level.  
