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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 MF Global 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 grains settled mixed this past week, with corn (-11 ½ cents), beans (-21 ½ cents), and wheat (-15 ½ cents) continuing the down ward price slide that has been in tact the entire month of July.  If there is a positive for the any remaining market bulls it is that even though corn and bean prices closed weaker, we did not see the extreme weakness that has been the case over the past several weeks.  This may be a sign that the market is trying to scratch for a bottom.  The key fundamental factor influencing price direction remains the Midwest weather pattern and the continual improvement in the US corn and bean crop.  Weekly crop conditions for both crops improved 1% in the good to excellent category. Both the corn (66% versus 58% last year) and bean (62% versus 58% last year) crops are now rated higher than last year at this time.  The nearly ideal weather pattern over the past 6 weeks has been extremely beneficial and this does not look as if it will change any time soon. The sharp improvement in the corn crop conditions has prompted some private analysts to raise their US national corn yield estimate to 152-154 bushels per acre compared with the 148.4 yield the USDA used in their July S&D.   The grain markets were able to rally at times this week due to forecast of a ridge of high pressure bringing in hotter and drier conditions to the Midwest.  There are 2 problems about getting overly bullish with this forecast.  Number 1 is that the hot and dry conditions are not expected to last as the ridge retrogrades out of the Midwest within just a few days. Number 2 is that bean plant thrives in these conditions.  The fact that the both crops are behind could pose some potential problems later this fall especially if we see an early frost.    Grain prices may go into a dormant sideways trading pattern until the USDA releases the August crop production on Tuesday August 12th.  This report should give us some fresh fundamental price direction for the next 30-45 days. But until then, a “buy weakness and sell rallies” attitude may persist until the USDA August S&D report is issued.    

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:
1. Summer row crops are 1-2 weeks behind as only 59% of the corn is pollinated (versus 5-yr average of 81%) and 21% of the beans are in the pod filling (versus the 5-yr average of 38%).  This raises the potential of lower production if we do see an early frost.

2. USDA scrapped plans for an early release of CRP acres back into production.  The additional acres would not have had an impact on 2008-09 production but the decision now sets up a struggle next spring to find an adequate amount of corn and bean acres.

3. The $2 break in bean futures has prompted key world buyers to extend their coverage.  China has already purchased 3.8 million MT of new crop US beans, accounting for 28% of their total 2007-08 US bean purchases.                                                                                                                                                         

  Bearish factors:

1. The traditional funds have reduced their net long corn position from 450,000 contracts to their current estimated long of 240,000 contracts.  With reports of funds having their worst year in the past 5 years, is additional liquidation in the future?

2. The combination of the corn crop ratings improving the last 5 weeks and the lack of a threatening weather forecast has prompted some analysts to raise the US corn yield potential to 153-155 bushels per acre.
3. There are currently no fundamental or technical factors to help spark any significant rally effort.  Some type of upside correction should be expected but will be limited due to the lack of bullish news.
   
 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 1385 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.  
