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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:

We saw an extremely bullish week of trading, with price action being impacted by the combination of the continued Midwest planting delays and bullish inflationary signals from key outside markets.  For the week, corn settled 51 ½ cents higher, beans settled 94 cents higher, and wheat settled 49 ½ cents higher.  The key fundamental factor was the wet conditions throughout the Midwest and the corn and bean planting delays.  It has always been a given that with ending US corn (1.383-bbu) and bean (145-mbu) ending stocks being tight, we could not afford any adverse weather conditions.  And unfortunately, that is what we are currently facing right now.  Corn planting was 95% complete as of last week and only slightly behind the 5-year average of 98%. It needs to be emphasized that we still have 5% or 4 million corn acres yet to plant and we are well beyond the optimum planting date, which should have a negative impact on final yields. The corn crop was rated 63% good to excellent, which was down from last year’s initial rating of 78%.  Ratings are expected to deteriorate this week due to the excessive rains and flooding.  Bean plantings increased to 57% this past week, which compares to last year’s pace of 86% and the 5-year average of 81%. The Midwest weather forecast calls for additional shower activity for the next 7-10 day period. Crude oil prices put in historical rally effort to end the week, with prices rallying an astounding $16/barrel.  Crude oil is an inflationary indicator and when that market rallies, all other commodities are positively impacted.  Another positive fundamental impact has been the ongoing Argentina farmer strike, which is severely limiting their ag export trade.  We are starting see the impact of the prolonged strike.  Brazil export bean basis has firmed 25 cents/bu this week, which is an indication that world end users are starting to quickly turn their attention to other alternative sources.  US old crop weekly export sales totaled 299,000 MT (10.9-mbu), with China accounting for 225,300 MT or 98% of the new commitments.  As we look ahead, anticipate additional weather premium to be added to the market as long as the Midwest remains wet and corn and bean planting delays continue.  Any downside price correction should be limited and should be viewed as a buying opportunity.        

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:
1. Spring planting pace continues to lag.  As of last week, corn planting was 95% complete (98% 5 year ave) and bean planting was 69% complete (81% 5 year ave).  We are approaching the middle of June and the forecast remains wet for the next 7-10 days.

2. Corn crop conditions should continue to deteriorate.  This past week, the crop was rated 63% good to excellent compared with the 5-year average of 78%.  The heavy rains and flooding throughout the Midwest should prompt ratings to fall 3-5% this week.

3. Crude oil made a remarkable recovery this past week, with prices rallying $16/barrel on Thursday and Friday alone.  This was a key factor in the corn and bean rally due to the inflationary impact as well as the relationship to the alternative fuels.    

  Bearish factors:

1. Time is quickly running out on the get the final 5% (4 million acres) of the corn crop planted.  There is the potential for planted bean acres to increase as the wet Midwest weather pattern continues. 

2. China estimates their corn crop production has increased to 154 million MT, which compares to the latest USDA estimate of 150 million MT.  With the increased production, this should keep the Chinese as a net exporter of corn.
3. Informa estimated US winter wheat production at 1.848-bbu, which is up sharply from the most recent USDA estimate of 1.778-bbu.  World wheat production is expected to be 50 million MT (1.8-bbu) higher than last year’s weather shortened production.  
     
 SHORT TERM OUTLOOK

Following the action of this week, December corn will now find resistance beginning at 689 and continuing up to 712.  Support will be found from 656 down to 635.  November beans penetrated our long-term resistance from 1380 up to 1410.  Resistance is now from 1488 all the way up to 1562.   Support is from 1401 down to 1364.  
