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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:

Grain prices came under pressure once again this past week, with corn (-21 cents), beans (-58 cents), and wheat (-1 cents) all closing lower.  Prices have now deteriorated off the summer highs nearly $5 in beans and $2.50 in corn.  The highlight to the price action was fund liquidation, which stemmed from the unprecedented meltdown in the banking/financial industry. The overall fundamental scenario in the grains remains negative, considering the sluggish export pace and the start of the Midwest harvest.  As investors bailed out of the stock market they invested in the gold market, which is the most stable commodity in times of uncertainty.  At one time this week, gold prices rallied as much as $160/oz and this extremely inflationary signal offered the grain markets a mid-week rally.  US export demand remains sluggish despite the recent sharp break in futures prices.  Weekly export sales of 11.8-mbu of corn and 15-mbu of beans were near the very low end of trade expectations.  Even more concerning is the overall year to date sales pace especially for corn.  The 1st quarter of the marketing year is when we set the export demand sales pace and currently, corn sales of 488-mbu are running only 66% of the sales pace a year ago.  The Midwest grain harvest should start to pick up momentum in the next couple of weeks. The early yield reports should help contribute to price direction.  We need to emphasize that even though both the corn and bean crop sizes have been pared back from the initial August estimates, both crop sizes are some of the largest ever produced by US farmers.  Even though we have not had a significant frost/freeze impacting the corn and bean crops in 35 years, there is still the potential. Weather forecasters say that there is a chance of frost in the northwestern Belt but this will not occur till the end of September and by this time both crops will be closer to maturity and less susceptible to significant frost damage.   In a year when both corn and bean crops remain 1-2 weeks behind normal and US bean stocks are extremely limited, we can not afford any killing frost cutting back production.  The current oversold conditions in both corn and beans may produce a technical price recovery in the near term but unless we see some renewed fund buying interest or some type of technical spark (frost?), it will be difficult to maintain much of a sustained rally effort as we head into harvest. . 
THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:
1. The impact of Hurricane Ike was not only flooding but also heavy winds, causing damage to the corn crop.  The total impact though will likely not be realized until the October and possibly the November crop report.  
2. The sharp break in the equity markets this past week has prompted has prompted a “flight to quality”, with the gold market settling more than $100/oz for the week.  This strong inflationary signal should help offer the grain markets some strong support.
3. Both corn and beans remain susceptible to an early frost especially with both crops running behind normal.  The weekly crop report showed 19% of the corn crop mature (44% average) and 21% of the beans dropping leaves (41% average).
  Bearish factors:
1. The banking meltdown this past week has caused certain funds to liquidate their commodity positions.  Even just the fear of liquidation has limited any strong underlying buying interest in the grain room, which has added to the weakness.   
2. World record wheat production of 676 million MT is starting to have an impact on US export demand.  Egypt has bought non-US wheat for 2 consecutive weeks.  In addition, year to date US export wheat sales are running 22% behind last year’s pace.
3. Even with the sluggish export demand and fund liquidation, we need to remember that within 2 weeks, US farmers will start harvesting the 3rd largest corn and 4th largest bean crop on record.  
 SHORT TERM OUTLOOK

We continue to look for December corn to find good support and to build a base between 529 down to 465.  Over head resistance will be found from 552 up to 589 where prices should stop on the upside.  November beans find support from 1115 down to 1005.  Resistance is from 1204 up to 1270.  These areas should hold for the balance of the contract.         
