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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:

Grain markets continue to hemorrhage as prices fell once again, with corn (-32 cents) and beans (-60 cents) finishing the week sharply lower. A sharp rally in wheat Friday helped prices finish the week 12 cents higher. This is the 4th consecutive weekly lower close in corn and the 3rd consecutive lower close in beans.  The weakness was due to both bearish fundamental and technical factors.  The sharp break in crude oil also contributed to the pressure. Crude prices have deteriorated more $25 off the highs in the past 2 weeks and this has had a negative deflationary impact on other commodities.  The key fundamental factor remains the nearly ideal Midwest weather pattern and the continual improving corn and bean crops.  The pattern should hold for the next 7-10 days, with timely showers and no signs of any intense heat.  The lack of heat will be critical as the corn crop enters the pollination stage.  The weekly crop ratings showed both corn (+1%) and beans (+2%) increased in the good to excellent category.  The corn crop is now currently rated better than the 2007 corn crop. Technically, heavy fund liquidation in both corn and beans helped push prices through some key underlying support areas, which in turn, fueled additional sell stops.  The question on many traders’ minds is where do prices go from here?  Some short covering is to be expected as the markets are extremely oversold.   Corn ($2) and beans ($2.50) have sold off sharply from the all-time highs established within the last several weeks.  There are also some mildly positive fundamental factors that may prompt some renewed buying interest.  The sharp break in the grain futures has prompted some world users to add to their coverage.  China, in particular, was very active this past week buying more than 400,000 MT of US new crop beans.  In addition, the dryness in the US Delta growing regions is starting to gain some attention.  It has been dry and the forecast calls for limited rains and hot temps for the next 7-10 days.  The area of concern only accounts for 15% of the total US bean production.   But with the tight US ending bean stocks, we cannot afford to lose much production.  In the mean time, any price recovery will be severely limited without any signs of a hot and dry Midwest weather scenario.   

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:
1. The long term outlook for corn remains friendly to prices.  That is, unless we see a national yield over 156.  The current break does very little to rationing corn usage.  

2. While we are still in the month of July, there is little doubt that the corn crop is behind normal.  A normal frost across the Midwest would have a major impact on the overall production.  

3. The mid south and Delta are dry and in need of rain.  This is already beginning to affect soybean yields in a marketing year where we need every bushel.  

  Bearish factors:

1. Weather has been non-threatening across all major corn growing states.  This has allowed for the corn crop to improve dramatically from four weeks ago.  In many areas, the crop is rated better than last year at this time.  

2. Fund liquidation has begun and was the main cause for the recent break.  Additional fund selling is likely to occur which should push prices still lower.  
3. Wheat stocks are near burdensome particularly in the US.  With soft red wheat having a hard time finding a home, feed is the logical solution which will cut further into corn usage.  
   
 SHORT TERM OUTLOOK

Over the next several weeks, look for December corn to find very good support from 587 all the way down to 538.  Resistance will be found from 611 up to 636 suggesting that prices could be range bound.  SX supports form 1401 to 1345 with long term support from 1320 to 1273.  Intermediate resistance is found from 1451 to 1493.  A close over 1497 suggests a move into the 1521 to 1549 level.  
