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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.  
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OVERVIEW FOR THE WEEK:

Grain markets settled mixed to lower in an extremely quiet week of trade, with corn (-1cent), and wheat (-2 cents) closing marginally lower and beans (+20 cents) registering double digit gains.  The entire grain floor was higher until the sell-off on Friday. The markets seem to lack any significant factors to give us a clear sense of price direction.  The rally in gold (+24/oz) and crude (+$4/barrel) helped spark some inflationary buying interest in the grains. Additional support stemmed from the continued talk of a potential frost next week.  The crop ratings indicate both the corn and bean crop remain behind normal but as we head into October next week, but the chances of a frost having a large impact on the final crop size continues to be diminished with each day.  The rally potential was limited this week primarily due to the start of Midwest harvest.  The weather forecast offers only limited precipitation throughout the Midwest for the next 7-10 days, which will allow harvest to gain momentum.  There are 2 chances of frost next week but should be confined to the very upper northern tier of the Midwest.  The limited, early harvest activity so far has produced some better than expected for both corn and beans.  We also need to remember that these reports not only were the early planted crops, which are in areas that were not impacted by the summer flooding.   Cash grain movement remains nearly non-existent as the current depressed price levels for both corn and beans are doing little, if anything, to spark much farmer selling.  Consequently, the domestic and interior basis levels have appreciated sharply.  US export demand remains sluggish for both corn and beans.  Weekly sales of 21.6-mbu of corn and 22.5-mbu of beans were in line with expectations but higher than last week’s commitments.  In a positive note, China (17-mbu) has returned to our market and accounted for 75% of the total weekly bean sales.  The release of the quarterly stocks report next Tuesday could offer the market some price direction.  The average September 1 stocks estimate are 1.541-bbu corn, 145-mbu beans, and 1.934-bbu wheat. 
THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:
1. Frost is still a factor to production, especially in the case of soybeans.  There are still many fields in central and northern Illinois and into the eastern 1/3 of Iowa that are still green. 
2. Dry weather continues to plague all growing areas of Argentina.  This past week was the first general rainfall seen since April. With tight world ending bean stocks, we can not afford any weather problems. 
3. Even though we are quickly approaching harvest, farmer cash selling is at a minimum and may not pick up until the New Year.  This will keep hedge selling pressure to a minimum. 
  Bearish factors:
1. Early yields seem to be better than expected which is leading traders to think that the corn and soybean crop will increase with the October production numbers.  
2. The aggressive fund buying, that was critical to the historical high grain price levels in 2008, is currently limited.  Without renewed fund buying interest, grain prices could be negatively impacted by the sluggish export demand and normal harvest pressure.
3. US corn export demand continues disappointing.  World buyers may be waiting for a further drop in corn prices and US dollar.  The lack of fresh demand may also be due to the record world wheat production as an alternative feed.
 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.         
