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Greetings:

1. It has been several weeks since I last put together some Insights. Many of you have told me how much you have missed them, and I appreciate that very much. 

2. I find that I love the finished product when I am done, but putting everything together along with my normal weekly work has become somewhat overwhelming. Thank you for your understanding and patience.

3. What has changed since I last wrote at the end of November? Not much and a lot, it depends on your viewpoint. Once again I am repeating lots of items because they are still timely and appropriate, but I have also included many new items.

4. My publishing schedule for Insights in 2008 is going to vary, based both on what is happening in the world and the markets, and also as my schedule allows. It takes me several hours to get everything together, so I ask for your patience in the year ahead. 

5. The Globalization process, the world's demand for commodities and man's need for God's grace continues unchanged. The prices of many commodities, especially Grain prices are much stronger, Corn by 30%, Soybeans by 21%, CBOT Wheat by 22% and MGEX Wheat by 73% and still climbing! 

6. I have been blessed with several new spiritual insights. The first one is about being how to be a better blessing to others. I will share more fully near the end. 

Corn:  

1. The Corn market is being sandbagged by an unprecedented increase in input costs. Land, Fertilizer and Seed costs are going wild. This will have an impact on the final planted acres in 2008 before the planting season is over. Everyone in the supply chain seems to want more!   

2. The question still remains, how many acres of Corn will we need to have in 2008? At the present time, I believe that Corn acres will be down at least 7 million acres in the March 1st Planting Intentions Report that will be released on March 31st. 

3. The battle for just about all crop acres is still ongoing, and will likely be a dilemma for the markets for quite some time yet.
4. When stepping back and looking at the bigger picture, what is going on in the grain markets? The Mega Forces at work in the grain markets should not be taken lightly. They are very powerful and long lasting. Grain is being used in at least 4 areas, Feed, Fiber, Food, and Fuel. Can the world grow enough to satisfy all demands? The driving forces behind higher grain prices can be organized into 8 areas.
1. Long-Term Commodity Price Cycles are in the rising phase.

2. Historically low US and World Grain Ending Stocks.

3. Rising demand for US and World Grain production.

4. The fear of running out of grain.

5. Strong energy prices.

6. A weak US $.

7. Money Flow.

8. Inflation.
5. Middle Class consumers in both China and India total more than the population in the USA! This is automatically being translated into more calories in their diets, and grain is the main source of those calories. This is not a short-term phenomenon, nor one that should be overlooked. 

6. On Friday, 2-08-08, Japan May Corn futures closed at $8.09 and China May Corn Futures closed at $5.88 per bushel, while the CBOT May Corn Futures closed at $5.21, or 9.30 cents per pound. US Corn to world buyers is still very cheap!
7. The world's growing demand for a better diet, which leads to more grain consumption, is not dependent upon the US economy. In the meantime, however, a weak US $ does enable the world to buy our grain a lot cheaper. 
8. The all time highs in US $ Index Adjusted Prices of Lead-Option Corn Futures was $4.865 on June 25, 1984 and $4.8825 on July 12, 1996.  Let's use $4.87 as a potential US $ Index Adjusted Value for a target goal. What will it take, sometime in the future, for the US $ Index Adjusted Price of Lead-Option Corn Futures to reach the dollar adjusted $4.87 area? A US $ Index at 0.75, and Lead-Option Corn Futures at $6.49, equals a US $ Index Adjusted Price of Corn at $4.87. Before this commodity price cycle is over, probably not later than 2012, we will see new all time highs in all grain prices, both in nominal and in Adjusted Values.
9. The February WASDE Supply and Demand numbers for Corn didn't change from the January Report, and the US can only afford to lose about 3 million acres of Corn in 2008. If the 2008 Corn plantings are reduced by only 3 million acres, and if national yields are in the 150 Bu/A area, ending stocks for the 2008-2009 marketing year will decline to about 736 million bushels, according to my current estimates, which is about the current minimum pipeline requirements.
10. Neither CZ 2008 nor SX 2008 can relax for very long until after the March Plantings Intentions Report is issued at the end of March, or until USDA announces an early out for CRP acres, or until Washington's Politicians do something else. Do you remember Nixon and Carter? If the Ethanol Import Tariffs are lifted, what will happen? The grain markets are at risk over unexpected Government policy changes! We will not receive an overnight e-mail warning us ahead of time! Use price strength to get caught up in your marketing plans.
11. Uncertainty seems to abounds in all markets right now, but one thing is certain, and that is the fact that food prices and demand for food is rising in the BRIC nations of Brazil, Russia, China and India.

12. What does that mean? Governments always intervene with their grain and food supplies, and policies in order to maintain public order and support. That means more grain imports down the road from those nations that have excess grain. Historically, the world's nations only buy from the US what they can't buy elsewhere, usually because our competitors undercut US prices, but that is not the case in the year ahead.

13. If the US $ was strong and trending higher, that would decrease the demand for US grains, but the situation is just the reverse. The US $ is weak and trending lower, and that not only cheapens our grains to the rest of the world, it also provides a Pacific Northwest shipping advantage to the US. High prices for energy and a weak dollar are the best things to happen to US Agriculture in a generation. It will also plant the seeds for challenges down the road as production costs always rise and almost never decline! 

14. The MGEX March Wheat situation is a classic "short squeeze", and will do a lot of damage before it is done, but it may not be the only "short squeeze" to develop in the grain markets in the year ahead. Depending on a lot of yet to be determined factors in both the Corn and Soybean markets over the next several months, August Soybeans might see the same thing happen this summer. Corn could maybe see a squeeze sometime in 2009 if certain events unfold. We are living in very dangerous times.
Soybeans:

1. China continues to remain two-edged sword when it comes to the grain prices. With their consumer price index up 6.5% in October coupled with a rise in food prices by 17.6%, the pressure is on the Chinese government to keep the peace and provide adequate supplies for their 1.3 billion people. Imports will increase, import tariffs will change, and grain prices will remain volatile, but strong until inventories are rebuilt. That may take longer than we currently understand because of many changing world economic, political and weather factors.

2. Lead-Option Soybeans closed the month of January at 1274.50, which is the highest Monthly Close in history for a Lead-Option contract. The middle of the price channel shown in the chart above has a price target in February in the 1525 area. That probably isn't going to happen for awhile, but prices might still seek out that channel later on this summer if we have some drought problems, or if we start running out of old crop Soybeans before harvest starts. In the meantime, the Daily Lead-Option Chart may have printed a Double Top last week, and that may lead to a decline. Likewise, it may lead to a trading range between 1190 and 1375 for awhile, depending on many Ag and Non-Ag sector factors.
3. The February WASDE Report reduced the estimated Soybean ending stocks another 15 million bushels to 160 million bushels. This results to a STUR at 5.3%, which is the lowest STUR in a February WASDE Report since 1977.  The market's realization of the need for more Soybean acres in 2008 is primarily why the SN/SX Spread has recently narrowed from as much as 145.00 cents on 12/18/07 to as low as 35.50 cents on 1/17/08, and is now sitting at 85.00 cents. Once we get past the March 31st Plantings Report I won't be surprised to see that spread widen once again.  The widest that spread ever closed at was 533.00 cents on June 04, 1973.
4. Even though we may see some lower prices in the days ahead if the Wheat market finally rolls over, the possibility of running the Soybean pipeline empty is real, unless prices choke off demand. If export sales continue to outpace expectations along with growing domestic demand, we might see a situation develop whereby old crop supplies might not stretch to meet the new harvest supplies without some kind of price rationing action taking place. If that were to happen, it will probably happen in late July and early August. August Soybean options will expire on July 25th.

5. The US $ adjusted value of Lead-Option Soybean Futures is now at $10.27. The same type of $ adjusted value was at  $9.50 in 2004. Other higher values were at $10.32 in 1988, $12.61 in 1983, $11.28 in 1977, and $12.43 in 1973. With the US $ Index now in the 75-cent area, Lead-Option Soybeans have to trade as high as $16.57 to equal the 1973 High adjusted $ value of $12.43. If the US $ were to decline to the 70-cent area next year, Lead-Option Soybeans have to trade as high as $17.76 to equal the 1973 High adjusted $ value of $12.43.
6. One of my friends in the commodity business is Ernie Quigley of Harmonic Timing. Recently he has produced a video about Soybean Price Cycles that is worthwhile viewing if you have Internet service. You may access the video at http://harmonictiming.com/register.html


Money Flow:

1. The US $ Index Closed the month of January at 75.29, which is the lowest monthly close in history, and the 5th month in a row it has closed below the 80.50 level. The door is open for tremendous selling pressure in the weeks and months ahead. The US $ Index may trade back and forth between the 74 and 80 cent level for awhile yet, but eventually, it will seek lower levels. Remember, the long-term Weekly Chart from before 1992 has a Head and Shoulders Top formation that projects the US $ Index to decline to the 40-cent area by 2012. Please do not ignore this fact! A Weekly Close below 74.50 should lead to much greater selling pressure.
2. How will we know when the drive lower in the US $ Index may be over? I think there will be 6 things that need to be accomplished, all at the same time, in order to provide evidence of a change in trend for more than a few days, or even a few weeks. 1) Seeing a Weekly Friday-to-Friday Close that increases the value of the US $ Index by more than 4%. 2) Seeing a Monthly Close in the US $ Index that is above the long-term downtrend channel that has been in place since January 2002, which is currently in the 81.00 area. 3) Seeing a Monthly Close in the US $ Index that is above the Head & Shoulders High of 92.53. 4) Seeing a Weekly Friday-to-Friday Close that decreases the value of Crude Oil by more than 24%. 5) Seeing a Weekly Friday-to-Friday Close that decreases the value of Gold by more than 8%. 6) Seeing a Weekly Friday-to-Friday Close that decreases the value of the CCI Index by more than 5%.
3. In Friday's CFTC COT report, the Index Funds increased their net-long position 13,216 contracts to 396,347 versus their all time high of 444,513 contracts, which is 89.2% of their record. The Non-Commercial traders increased their net-long position 11,482 contracts to 342,906 contracts versus their all time high of 387,380 contracts, which is 88.5% of their record. A lot of money is still available to enter the Corn market. The total net-longs of these two entities in the Corn market equal 3.696 billion bushels, or 28.3% of the WASDE estimated production. This is quite small, compared to Soybeans at 66.8% of the crop and Wheat at 52.2% of the crop, that is owned by the Index Funds and the Non-Commercial Traders.
4. How many of you have ever buried the entire back half of a farm tractor in a bottomless pit of quicksand in a matter of seconds once the rear wheels start to spin and you begin to go down? Been There-Done That-Still Remember. In fact, I have pictures. 

5. The Derivatives debacle and boondoggle that is being unleashed on the world, all created by GREED, is quicksand, and we have not seen anything yet.

6. It is estimated that there is over $45 Trillion in Credit Default Swaps (CDS) alone, and the total amount of Worldwide Derivatives is over $500 Trillion. As I write this, the World's Population is estimated to be at 6.650 billion, so that equals $75,189 per person in Derivatives. QUICKSAND! 

7. According to Money and Markets, and specifically, according to data compiled by the Financial Times:

Merrill Lynch has $27.2 billion in level three assets, the equivalent of 70% of its stockholders' equity. In other words, for each $1 of its capital, Merrill has 70 cents in assets of questionable and uncertain value.

Goldman Sachs has $51 billion in level three assets, or 130% of its equity.

Bear Sterns has sunk its balance sheet even deeper into the level-three-asset hole, with $20.2 billion, 155% of its equity.

Lehman Brothers is in a similar situation — $34.7 billion, or 160% of its equity. And ...

Morgan Stanley tops them all with $88.2 billion in level three assets, or 250% of its capital. That's an unwieldy $2.50 cents in level three assets for each dollar of capital. It implies that, in the absence of new capital infusions, all it would take is a 40% loss — and Morgan Stanley's capital could be 100% wiped out.

The huge Wall Street write-downs you've heard about to date — among the largest in history — could be just the tip of the iceberg.

8. According to Martin D. Weiss of Money and Markets, "All told, there are 968 U.S. commercial banks that invest in derivatives. But among them, 963 banks hold a meager 1.5% of all the interest-rate and credit derivatives in America."

9. "All told, there are 968 U.S. commercial banks that   invest in derivatives. But among them, 963 banks hold a meager 1.5% of all the interest-rate and credit derivatives in America. In contrast, just five banks hold an amazingly large 98.5% of all the interest-rate and credit derivatives. The five banks:

PRIVATE "TYPE=PICT;ALT="

JPMorgan Chase Bank of America Citibank 

Wachovia

HSBC"

10. "How much risk are they taking? No one knows for sure. But therein lies one of the primary problems."

11. From MoneyNews.com we learn, "Then we have Sovereign Wealth Funds to think about. Russia has cleared the way for $32 billion of its sovereign wealth fund money to be invested in Western companies, joining the lineup of Arab and Asian sovereign wealth funds investing here."

12. "Europeans and Americans fret that such government-directed wealth could be used to seize their strategic assets and pursue secret political agendas. Sovereign funds now control an estimated $2.5 trillion, which may grow to $12 trillion by 2015, almost 10 percent of the world’s financial assets." 

Energy:

1. Crude Oil Futures have closed above the top of the uptrend channel for 4 months in a row. That channel has been in place since 2000. The channel may still likely double in the months or years ahead. The channel is about $32.00 dollars wide, so the next level of Major resistance in the month of February in the Monthly Lead-Option Chart will be in the $120.00 area once the psychological $100.00 level is breached. That has now occurred on a Daily trading basis, but not on a Daily or Weekly Closing basis.

2. The Crude Oil market could still have a multi-month correction, so 85.42 is the first area of support, while the 78.40 area is a second level of strong support. Depending on the trade's perception of how many "risk" premiums can be removed from the market, Crude Oil may stay in about a $15.00 trading range for awhile. 

3. Over the long run, however, I do not think the long-term uptrend in Crude Oil Futures is over, even if prices do rest by going sideways for awhile. Why? Because of the pressure on the Dollar and the reality of "Peak Oil" as it becomes better known. In the meantime, the sideways trading range continues. The Weekly Uptrend line is way down in the 83.00 area next week.
4. The latest Weekly Energy Highlights Summary from the EIA indicates that the daily consumption of petroleum products is 1.12% above a year ago while the average price of gasoline is up 37.5%. No conservation yet! The Total Petroleum Stocks on hand will last the USA about 80.2 days versus 83.6 days a year ago, and petroleum imports are about the same at 58.4% versus 58.6% a year ago. 
Commodities:  

1. In Gold, the top of the current uptrend channel will be in the 940 area in February. A completed Bull Flag in the Weekly Chart points to the 975 area in the first part of 2008. The long-term trend is up, and will be up as long as the trend in the US $ is down, as long as the inflation fears abound, and as long as the world looks for other areas to invest in besides the US dollar. 
2. Longer-term, IF the World's Central Bankers decide to abandon the US $ as the World's Reserve Currency, Katy Bar The Door! Saudi Arabia may hold the key to that possibility unfolding down the road. There continues to be strong undercurrents to move the pricing of Saudi oil away from dollars to something else. China now has a Sovereign Wealth Fund (SWF) over $900 billion that is being partially invested into Gold. 
3. Keep in mind, however, there always seems to be behind-the-scenes manipulative selling in the Gold market, trying to keep it down that never seem to go away for very long. Therefore, Gold will likely have to trade its way to the top of the channel, but rest assured, in these inflationary times, it will, plus a lot more. We haven't seen anything yet for high Gold prices, according to those who are "in-the-know"! When the $45 Trillion dollar Credit Default Swaps (CDS) Bond disaster and the $500 Plus Trillion in all the world's derivatives are fully implemented, who knows how high Gold will go? The Weekly uptrend line is in the 850 area next week.
4. In the Big Global picture, grain prices in America are cheap. As of today's Futures market prices, the value of all U.S. Wheat production at $10.48 per bushel is about $21.7 billion dollars. The value of all U.S. Corn production at $503.50 per bushel is about $65.9 billion dollars. The value of all U.S. Soybean production at $13.26 per bushel is $34.3 billion dollars. Therefore, the total value of the three major grains produced in the U.S. in 2007 is currently worth about $122 billion dollars. The world can buy all of our three major grain production at prices twice as high as quoted above and still have money left over. The time for a "cheap grain policy" is over, at least until this long-term cycle is over.
5. The Continuous Commodity Index has now closed above the top of the uptrend channel and above the 450 level for 5 months in a row. As of Friday 2/08/08, the CCI closed at its highest Weekly Close ever at 521.0. The target of the expanded uptrend channel is in the 540 area in February. Corrections should find support in the 450-465 area. Don't be misled by Deflationists! The Inflation spiral, as measured by the original CRB Index, now called the Continuous Commodity Index (CCI) is just getting started with its Inflation Run! It has been going up for about 6 years now, but prior to that, it went down for 21 years from 1980 to 2001. Therefore, we could see a trend of higher commodity prices for a very long time.
Global:
1. Remember the big picture. It is not changing! It is accelerating! What is the Big Picture? The Globalization process.
2. What does that mean? It moves Money and Power away from the West towards the East. Specifically, Money and Power are moving away from Europe and especially the United States towards China, India, Russia and the rest of Asia. 

3. The reasons for this process is to equalize all nations to similar levels of wealth, or poverty, depending on one's point of view, and to level the playing field for the advancement of a "One-World System" of control which covers all areas of Economics, Politics and Religion.

4. Remember, in my opinion, the Derivatives Markets are part of the grand plans to accomplish Globalization by those who are in power and working behind the scenes. 

5. When all these worthless Derivatives come crashing down on Wall Street and the Major Financial Institutions of the World, do you really believe the Central Bankers will sit ideally by, or will they come to the rescue with more worthless Electronically created Fiat money? HYPERINFLATION?
6. Until the U.S. $ has been removed as the World's Reserve Currency, the process of Globalization can not become complete. This is a fundamental that we all need to keep in mind in the days ahead.
7. I do not believe the "Politicians" of the world will vote for Deflation. They have a long history of voting for Inflation.

8. The World's Central banks are all controlled by a relative small group of "Insiders" that will work together to fight Deflation in favor of more electronically created fiat money. 

9. Until most of the world is impacted with almost impossible inflation, something that is referred to as "Hyperinflation", the process of Globalization can not become complete.

10. I believe the current financial crisis is another trial run in the process of bringing the world to the doorstep of Hyperinflation. The advent of Hyperinflation, especially in the United States, will allow for a more rapid movement of abandoning the U.S. $ as the World's Reserve Currency, and usher in the needed conditions for a "One World System". This could develop relative quickly, as in weeks or months, but I doubt it. It will probably take a few more years, based upon the past history of inflationary swings in commodity prices. I understand that the World's "Derivatives Bubble" is an almost immeasurable entity, and that just about anything can happen during panics that develop into downward spirals, but the demands for energy and food by the world's 6.650 billion people are not going to evaporate and end.

11. These are just my opinions, based upon experience and observations. We can probably count on Governments to not get it "right", no matter what they do. At the present time, all of the Inflationary Ducks are being lined up to provide us with the biggest Inflation movement in Commodity prices the world has ever seen in my life time, and maybe ever, I don't know.

12. Russia and Iran will continue to work towards dominating the Middle East at our expense. The prophetic warnings found in Isaiah 17 and Ezekiel 29 and 38 are not idle outdated prophecies, in my opinion.
13. I certainly do not know how the present tension filled situation between America/Israel and Iran is going to unfold. Common sense tells me, if I am to believe that Ezekiel 38 is going to come to pass in the relative near future, maybe by 2018 (70 years from the nation of Israel's new birth), then Iran will not be destroyed, at least not now. Therefore, I have to believe that the nation of Iran is not going to suffer the physical destruction that Iraq is currently experiencing, at least until Ezekiel 38 comes to pass. 
14. No one knows God's timetable, but mankind now has the technical capabilities to bring these prophetic warnings about. We are living on the edge of some really perilous times.
15. On the other hand, however, both Moses and Abraham, and some Old Testament Prophets argued with God and persuaded God to alter His plans and timeline. Maybe there are modern day opportunities for men of God to do the same? 

16. If we are to take Ezekiel 29 and 38 literally, at some point in the future, Israel's enemies will appear to be so strong that Israel will have no visible chance to survive. When Israel appears to be without hope is when God, Yahweh, Jehovah will intervene on their behalf. I wonder if CNN will be live and on the scene when that happens? 
Resources:

1. I can't emphasize enough the importance of reading the thoughts of others that are experienced in dealing with the markets and investment strategies. 
2. I have mentioned some of my resources before, but I am going to do it again, because they are worthwhile, and free!
3. John Mauldin, Best-Selling author and recognized financial expert, is also editor of the free Thoughts From the Frontline that goes to over 1 million readers each week. For more information on John or his FREE weekly economic letter go to: http://www.frontlinethoughts.com/learnmore 

To subscribe to John Mauldin's E-Letter please click here: 
http://www.frontlinethoughts.com/subscribe.asp 


4. Jim Sinclair at http://www.jsmineset.com/home.asp
5. Monty Guild at http://www.guildinvestment.com/
6. The Market Oracle at http://www.marketoracle.co.uk/
Contemplation's:

1. Daniel 12:4-NKJV states, "But you, Daniel, shut up the words, and seal the book until the time of the end; many shall run to and fro, and knowledge shall increase." 

2. Mankind is certainly running to and fro these days, and our knowledge base is rapidly increasing. We may not always know how to use our new knowledge wisely, but that is beside the point for now.

3. One of the ways that mankind is rapidly increasing knowledge is in the area on genetics and plant breeding. In just a few years the world's Chemical companies, (whoops, I mean Seed companies) plan on releasing seed corn with 8 stacked genes in it.

4. Then in Rev 6:6 we are told, "And I heard a voice in the midst of the four living creatures saying, "A quart of wheat for a denarius, and three quarts of barley for a denarius; and do not harm the oil and the wine."

5. In my opinion, the Book of Revelations needs to be interpreted both figuratively and literally.

6. Figuratively, a denarius was a day's pay for a laborer when the verse was written. Literally, there are 37.4 quarts of Wheat in a Bushel. You can do the math!

7. What am I saying? It is my opinion that eventually when the majority of the world's seeds have been manipulated by genetic engineering, some kind of unforeseen "natural" disaster will wipe out most of the world's food supply. I wonder how long the stock certificates of these companies will be able to feed people?
Faith: 

1. For years I have been saying that we are living in exciting and dangerous times. Many more lie ahead. All the more reason to look to the Lord for our Hope and Salvation. Psalms 46:1,"God is our refuge and strength. A very present help in trouble." -NKJV
2. But how do we do that? The Apostle Paul tells us in Philippians 4:6-7, "Be anxious for nothing, but in everything by prayer and supplication, with thanksgiving, let your requests be made known to God; and the peace of God, which surpasses all understanding, will guard your hearts and minds through Christ Jesus. 

3. I want you to think about how God has allowed mankind to gain knowledge, knowledge of things that God originated in the beginning, but did not allow man to understand except by the process of learning, generation by generation, process by process. This is true in all areas of learning, especially in the areas of technology.

4. As God Tarries and Wills, we probably are only scratching the tip of the knowledge iceberg. The days ahead will be a time requiring more faith. 

5. As Cold is the absence of Heat, and Darkness is the absence of Light, so Evil is the absence of God, who can only be seen with Faith! 

6. One final thought: When I began C&S Grain Market Consulting over 10 years ago now, it was always my desire to be a Blessing to everyone I came in contact with. That is still my desire and daily prayer.
7. Recently, however, while I was contemplating about this, I wondered about what would happen if I focused on being a Blessing to God first, and then a blessing to everyone else. It was like a light bulb went on in my head and heart! Suddenly I realized that if I could be a Blessing to God first, then everyone else could also be blessed.
8. Wow! How do I do that? With and through God's Grace, by executing God's instructions as found in Micah 6:8. " He has shown you, O man, what is good; 

And what does the LORD require of you 

But to do justly, 

To love mercy, 

And to walk humbly with your God? -NKJV
Blessings!

Bill at C&S Grain Market Consulting

http://www.cs-grainmarketconsulting.com
24704  2200  E  ST  Ohio, IL 61349
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