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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:

It was another extremely bearish week of price action as corn (36 ½ cents), wheat (49 ¾ cents), and beans ($1.47) not only closing sharply lower but prices also settled right near the weekly lows.  The pressure stemmed from a much improved Midwest weather picture, heavy fund liquidation, and a bearish tone in the outside markets.  The only positive factor was that both corn (-3%) and beans (-4%) fell in the good to excellent to category in the weekly crop ratings.  But the lower ratings had little if any positive impact on grain prices.  The remnants of Hurricane Gustav brought some very beneficial rains throughout the Midwest this past week.  Usually rains in the middle of September would not have much impact on crop development because the crops are mature and ready for harvest.  This year though, both corn and bean crop are 1-2 weeks behind normal. The rains can help the corn crop marginally but the bean crop can still add some additional yield with the added precipitation.  The USDA will release their September crop report next Friday, September 12, which will include their latest production estimate of the US corn and bean crop.  The estimate is as of September 1 and may not take into consideration what impact the rains had this past week.  We may have to wait until the November crop report before we get a good handle on both corn and bean crop sizes.  The strength of the outside markets (stronger crude oil and precious metals, and a weaker US dollar) was a key factor in the grain rally effort this past summer due to the strong inflationary signal.  Well this past week the crude oil prices fell $9/barrel and the US dollar strengthened 2.6% versus the key Euro currency and consequently, this helped fuel the sell-off in the grain markets.  The funds have also been in a liquidation mode for the past 2 weeks.  Their net corn and bean positions are less than half of what they were last year.  Reports of one of the largest commodity funds being terminated due to some excessive losses kept buying interest to a minimum due to the fear of additional fund liquidation.  Barring a bullish crop report next Friday or a renewed buying spree by the funds, we see no strong rally potential in the grains.  Look for prices to stabilize and possibly recover slightly on some light evening of positions in front of next week’s crop report.
THE BULL SIDE VERSUS THE BEAR SIDE:

Bullish factors:
1. The Australian Wheat Board (AWB) lowered their production estimate to 20.0 million MT due to adverse weather conditions.  This crop is significantly higher than last year’s production of 9.9 million MT but also significantly lower than the USDA’s estimate of 25.0 million MT.  
2. With bean prices currently trading $4 off the all-time highs, Brazil farmers will have little incentive to increase their bean growing area. This could potentially be a big factor considering the continued tight world bean ending stocks.  
3. Even though we received beneficial rains the last few days, some think the dryness has had a negative impact on bean yields.  Private analytical firm Allendale estimates US bean yield at 38.5 bushels, down from USDA’s last estimate of 40.5 bushels  
  Bearish factors:
1. The Midwest received some very beneficial rains due to the remnants of Hurricane Gustav.  Normally, rains this time of the year would not be a big deal but it is this year with the bean crop still 1-2 weeks behind and increased yields are possible. 
2. The outside markets had a very deflationary tone this past week, which is bearish to grain prices.  Crude prices fell $7.40/barrel (6.3% of the value of the contract) and the US has rallied 2.2% versus the Euro currency.            
3. Fund liquidation continues, with the traditional funds long 175,000 corn contracts, down from their record net long of 430,000 contracts.  Word of one of the largest commodity funds shutting down at the end of August due to massive losses is fueling ideas of additional fund liquidation.   
 SHORT TERM OUTLOOK

The close in December corn under 548 now projects prices to test the 529 to 465 area.  Over head resistance in the December contract is 583 to 601.  November beans also penetrated support of 1231, which puts the next level of support to the 1165 to 1160 area.  Overhead resistance is now from 1279 to 1346.           
