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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 grain rally continues as corn (+59 cents), wheat (+50 cents), and beans ($1.23) all settled sharply higher for the week.  From the lows on the day of the August crop report, grain markets have now rallied $1.01 in corn, $1.15 in wheat, and $1.53 in beans.  The market had nearly a perfect formula for a rally due to the renewed fund buying interest, strong outside inflationary signals, and concerns that the current dry Midwest weather pattern is negatively impacting crop size. The crop ratings this past week had both corn (67% good/excellent, unchanged from last week) and beans (62% good/excellent, down 1% from last week) nearly unchanged.  This Monday’s ratings are expected to be 2-4% lower in both crops due to the extended dry spell.  The ECB remains the driest and if showers do not materialize soon, yield potential for both corn and beans will start to diminish.  The remnants of tropical storm Fay could increase shower activity the middle of next week.  Both corn (14% dented versus average of 30%) and beans (75% setting pods versus average of 87%) crops are approximately 7-10 days behind normal. This has increased trade talk of the impact an early frost would have on corn and bean prices.  Crude oil continues to have a significant impact on price direction as the market rallied more than $7 a barrel before nearly all the gains were trimmed back on Friday. The only factor the rally was missing this week was strong export demand data.  Weekly old crop and new crop sales of 691,500 MT (27.2-mbu) of corn and 276,400 MT (10.1-mbu) of beans were less than trade expectations.  The recent strong rally effort may be starting to impact fresh world buying interest. The annual Pro-Farmer crop tour concluded this week.  They estimated US corn production at 12.152-bbu compared with the USDA’s August estimate of 12.288-bbu.  Bean production was estimated at 2.930-bbu compared with the USDA’s August estimate of 2.973-bbu. The lower estimates had very little positive impact on prices because the anticipated smaller crop had already been factored into prices.  Traders will be looking for the USDA’s September S&D and crop production report on Friday September 12th for additional price direction.  But in the meantime, Midwest rains, or lack of, will have a significant impact on final corn and bean yields and consequently, price direction.  

THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:
1. The rally on the grain floor has been fueled in part to the sharp increase in inflation.  Consumer prices in the US have risen faster in the last 12 months than in the past 27 years.  
2. The corn and bean crop development remains 7-10 days behind the 5-year average.  This fact combined with the chances (no matter how small) of an early frost is limiting overhead the spec selling interest.
3. Pro Farmer’s annual crop tour saw a smaller crop than the USDA reported in their August report.  Corn was 12.152-bbu (USDA 12.288-bbu) and beans were 2.930 (USDA 2.973-bbu).  Additional dry weather could continue to shrink crop sizes 

  Bearish factors:
1. Corn prices rallied $1.12 off the lows the day of the August crop report.  For the rally to continue, traders will need confirmation of a smaller crop either by an early frost or a lower USDA corn and bean production estimate in the September crop report. 
2. We need to remember that corn and bean harvest will start within the next 3 weeks.  Farmers have been very light cash grain sellers on this recent rally effort but that should change once they get into the fields.
3. The one factor that we can not lose track of is the US dollar.  As we the sub-prime mortgage situation starts to subside and the US economy improves, our dollar will rally and consequently, have a negative impact on US agriculture export demand.  
 SHORT TERM OUTLOOK

Following the past weeks price action, we are making some changes for corn and beans.  For December corn, support is now from 595 down to 572.  Resistance is from 612 up to 629 and a close over 631 signals a move to the low 650 area.  We are raising our support for November beans from 1306 down to 1264 with resistance beginning at 1402 up to 1458. 
