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1. Summer and the historically warm month of July are here in the Midwest. Depending on where you live, it is too hot and dry, just right, or too cold and wet. 

2. In many ways, the weather and growing conditions are like a reflection of our lives. For too many of us, and for too long in our lives, it is rarely just right! 

3. No matter what situation we find ourselves in, rather it is emotional, mental, physical, or spiritual, is it possible for us to work toward becoming "Just right"? Yes, I believe we can.

4. As long as there is breath in our lungs, and as long as our heart is still beating, both physical entities, we can hope for improvement in any and every area. Maybe the improvement we hope for is not really all that different, in a real sense, but if our attitudes are positive, miracles can and do happen. 

5. Attitudes are so important. Even while I write some of these ramblings, I find myself examining my attitudes about many things. I was visiting with a friend yesterday about life and learning. He reminded me again of two important truths; when we stop caring about others, and when we stop learning, we are as good as dead!

6. Dead is not what the commodity markets are, even though the Media wanted us to think so since the middle of May. One of the reasons weather forecasting beyond a few days can become so difficult is that that there are constantly changing forces at work in the atmosphere that can have a dramatic impact on the final outcome. The same is true in the marketplace.

7. Maybe Meteorologists are to Weather what Traders are to the Markets, and Climatologists are to Weather what Analysts are to the Markets? Short-Term and Long-Term, we need both.

8. Short-Term, I think CZ traded its Spring Low at 247.75 and SX traded its Spring Low at 591, both on Monday, June 26, 2006.

9. Long-Term, the Summer High depends on the yet to be determined perceived weather and perceived demand over the next few weeks.

10. Since Freedom-To-Farm (FTF) started in 1997, the rally into the Summer High for CZ has ranged from 11.25 cents in 2000 to 68.75 cents in 2002, and has averaged 43.75 cents, or 120% of the Spring Low, which is equal to a 20% rally. If this year's rally into the Summer High is average, it will take CZ up to the 297 area, which would be a new Contract High. The rally so far of 14.00 cents from 247.75 to 261.75, has been 5.65%. I doubt if we can see a 20% rally this year unless the crop ratings decline rapidly over the next 6 weeks, but you never want to say never when it comes to the commodity markets.
11. Based upon the growing demand base in all areas for Corn, I still expect the next major move to be higher, but it's not a slam-dunk! The June 30th Planted Acres Report at 79.366 million acres planted and 72.091 million acres expected to be harvested can produce as much as 11.543 billion bushels at a 160 yield, 10.813 billion bushels at a 150 yield, and only 10.092 billion bushes at a 140 yield. The USDA currently projects corn use to be at 11.645 billion bushels. If the nation's crop conditions stay above 70% Gd/Ex through the month of July, because of adequate precipitation and not too much heat, the final yields will probably be closer to 160 than 140. If that happens, the Summer High will likely not be above the Spring High. Unfortunately, that has been the pattern since 1997 and FTF. In 7 of the last 9 Years, the Summer High has been below the Spring High in CZ.

12. Since Freedom-To-Farm (FTF) started in 1997, the rally into the Summer High for SX has ranged from 33.75 cents in 2000 to 176.00 cents in 2005, and has averaged 104.00 cents, or 120% of the Spring Low, which is equal to a 20% rally. If this year's rally into the Summer High is average, it will take SX up to the 709 area, which would be a new Contract High. The rally so far of 38.00 cents from 591.00 to 629.00, has been 6.43%. I doubt if we can see a 20% rally this year unless the crop ratings decline rapidly over the next 8 weeks, but you never want to say never when it comes to the commodity markets.
13. SX needs to print a Weekly Close above 640 to open the door for much higher prices. The June 30th Planted Acres Report showed 74.930 million acres planted and 73.935 million acres expected to be harvested, which is about 1.8 million acres less then in the June WASDE Report. Production will likely fall enough to bring the projected ending stocks below the 600 million bushel level in the July WASDE Report. If Brazil reduces its planted acres 20% next fall, a 600 million carryout will not be that burdensome.

14. The current commodity price declines are corrections in long-term Bullish Commodity demand markets, in my opinion. The continued expansion of wealth for millions of people into the "middle class" in both China and India will stimulate commodity demand for years. The Financial Times just published a piece by Martin Wolf. He mentions the fact that only about 1 billion of the world's 6 billion peoples live in developed economies. This means that about 5 billion people live primarily in agrarian economies. As the world continues to move toward non-agrarian economies, their requirements for energy will greatly increase.
15. In my opinion the biggest lie that Corporations and Politicians have ever fed us is that commodity prices must be cheap in order to have a healthy economy. Profitable commodity prices ensure that everyone in the production and consumption chain has an opportunity to share in the wealth. 

16. Why do I make such a statement? It is because of the power of fractional reserve currency banking. Producers of raw commodities never hoard proceeds. All of their proceeds are almost immediately spent. The greater the number of dollars that are spent by the producer, the greater the number dollars created in the rest of the world as those commodities are consumed, either directly, as in food, or by conversion into manufactured products. It is a function of simple math! 

17. You might call this dissertation my soapbox. It seems to be acceptable policy for governments all over the world to create their currencies in any amount for any reason, but Lord help the raw commodity producer when the prices of their products begin to rise. Oh my, it's called Inflation, the big bad "I" word! I wonder if it is related to the Big Bad Wolf? Some things never seem to change.

18. On a more positive note, as I said the last two weeks, some things never change. The need for love and acceptance never changes. The opportunity to care and serve never changes. 

19. Something that is the same yesterday, today and forever is God (Jesus) and His Word.  Hebrews 13:8

20. Our lives can be divided into 4 categories, Heart (Emotions), Soul (Spirit). Mind (Mental) and Strength (Body). The need for nourishment in all 4 categories never changes. 

21. Jesus told us in Mark 12:30 and Luke 10:27 to love God with all 4 parts of our being, and then to love our neighbor as ourselves. Wow! That means I need to love my neighbor in all 4 areas also. 

22. In comparison, life is fairly shallow when considering those things that change, but very deep when looking at those things that never change. Maybe that is why we spend more time studying the things that change because the other is too deep to fully understand?

23. This week's Energy Watch shows the U.S. using 20.788 Million Barrels Per Day (MB/D) versus 20.887 last week, versus 20.998 a year ago. (Each week these are 4-week averages.) The average retail price for Regular Gasoline is up 29.5% over a year ago, 286.9 this week versus 287.1 last week, versus 221.5 last year, according to the Weekly Petroleum Status Report. Including the Strategic Petroleum Reserve (SPR), we now have 83.4 days of energy stocks on hand versus 83.0 day last week, versus 82.6 days a year ago, assuming no new production or imports. The U.S. imported 63.2% of its energy needs last week versus 64.8% a week ago, versus 59.9% a year ago. Refinery capacity is at 92.7% versus 92.1% last week versus 96.2% a year ago. 

24. The United States is entering into a new era of use for Corn with a growing focus on energy rather than on feed or exports. None of us know with certainty the final outcome of this change, but it will likely provide expanding dynamics in the price structures of both Corn and Energy in the years ahead. The last time Corn experienced a new era of use is when exports rapidly expanded in the 1970's. For the first time in history we are entering an era where the domestic use of Corn for energy will be greater that the amount exported.
25. Corn, the new "Wonder Crop"? It is being used for feed, fertilizer, fiber, food, and fuel. Which user is willing to pay the most? 
26. The media likes to pontificate about the U.S. running out of Corn while producing so much Ethanol that we will have a glut of Ethanol on our hands in a couple of years. If they would just do the math, they would realize how foolish that talk is. We may have a glut of Ethanol in time, if Crude Oil prices decline below $50 for an extended period of time, and if the nation refuses to universally move to a 10% blend, or more, but that isn't going to happen for a few years.
27. The Ethanol/Corn Profit Ratio as measured by the production of 2.8 gallons of Ethanol per bushel minus the price of a bushel of Corn will allow the Return On Investment (ROI) to be strong as long as the ratio remains above about 2.0. Currently that ratio is about 4.0 based upon the price of Ethanol Futures and July Corn Futures at the CBOT, with no consideration provided for the value of the co-products. Weather and crop growing conditions will be taking on a more important role in the years ahead.
28. Since the CRB, which is now the Continuous Commodity Contract (CCI) doubled bottomed in October and November 2001 at 184.25, it has been on a steady uptrend with a total of 10 corrections along the way. Of those 10 corrections, the largest one in percent of price was 9.22% covering 2 months in February 2003. The second largest was 8.75% covering 3 months in March 2005. The current correction of 32 points from 403 to 371 has only been 7.94%. Until the CRB experiences a decline greater than 21%, I really do not think the uptrend is in serious trouble. To be in serious trouble, the CRB must end the month of June below the long-term uptrend line, which is currently in the 318.00 area. The CRB ended June at 389.00.
29. We live in a new era of world economic expansion with the world's two most populous counties, China and India. China is reported to have 22% of its population now in the "middle" class, which is almost as many people as what now live in the United States! India is reported to have increased its millionaires by 19.3% in 2005. What does all this mean? 
30. It means the demand for commodities, especially food in the form of protein, and energy, will continue to grow. Middle class people and millionaires don't like to ride bicycles!
31. This movement toward economic improvement and acceleration in Asia is being done at a time of no local or world Gold standards, only floating paper. That really makes for a stable economic foundation, don't you think? 

32. As wealth moves from West to East, billions of people are moving into the capitalistic consumer category. The impact of this will have a logarithmic flywheel effect on Commodity prices far beyond what the world has ever before experienced. This is the most significant change in the transfer of wealth the world has ever seen. It will have a lasting impact on all nations for a very long time.

33. Crude Oil finished the month of June at $73.93 a barrel. The Lead-Option Crude Oil Chart has been building a potential Bull Flag formation in the Daily Chart since the April 21 High of $75.35. That Bull Flag formation was completed on Friday June 30. The breakout forecasts a price into the $86.00 area in about 7 more weeks if the time count is symmetrical. 

34. As the World's Governments, Central Banks and Consumers accept the US Dollar that is printed on a worthless piece of paper as having value, the US economy will probably be guided toward more resilience than what is justified by our debt and deficit accounts. It is when the tide of faith in the $ turns, that really big changes will accelerate.

35. The downside acceleration in the U.S. Dollar Index began in earnest on Thursday, June 29. The $ ended the month of June at 84.90 with a broken Bear Flag in the Daily Lead-Option Dollar Index Chart. The next serious target from that Bear Flag should be in the 79.25 area over the next 3 months.

36. DuPont and BP have created a partnership to develop, produce, and market a next generation of BioFuels. It will be known as Biobutanol. Butanol is an alcohol, as is Ethanol, but it isn't as hungry for water and can be transported in pipelines, which will allow for a wider adoption of uses than Ethanol. It is produced from BioMass, just as Ethanol is, but with a slightly different fermentation process. 

37. The really important and significant part of this partnership is the fact that a Major Oil Company is getting directly involved in Bioenergy!  

38. The U.S. has a problem with Iran. It is called China and Russia. It will not go away.

39. Israel continues to shoot itself in the foot by promoting political plans for evacuation of the West Bank and appeasement to the Arabs and the World. Politicians and media reporters wonder why the Gaza evacuation turned out to be a disaster. Benjamin Netanyahu warned the world about pending disaster with the evacuation, but no one believed him. Now he is warning everyone again about more disaster with the West Bank withdrawal, but once again, nobody is listening. It's too bad that people and governments only remember his mistakes and are not able to get past them. 

40. The Middle East will never have lasting peace as long as mankind is in charge. You can set your watch on it! All long-term investments should always keep that in mind. Not until Isreal signs a peace treaty with A ONE-WORLD RULER (THE ANTICHRIST) and Temple Worship begins again in Jerusalem will there be a 3.5 year period of relative peace.  
41. By now you know I try and cover the geopolitical situation with these Weekly Insights, and those things that impact our lives and many of the markets we are interested in, especially the commodity markets. I do not intend to be presenting doom and gloom. I just want you to be prepared and somewhat forewarned of coming changes. Most of these things we can not change or stop, but we can be forewarned. Being forewarned helps us make better decisions. Decisions that cover all areas of our lives, including faith, investing, life, thinking, and reactions. We all need Hope and Psalms 27:14 is an excellent source for words of hope and courage.
42. Are you able to get past your mistakes? Getting past mistakes. Now that is something all of us need to master. How do we do it? By being open and eager to learn from our mistakes, by forgiving ourselves for those mistakes, and by forgetting them. This allows us to enjoy freedom of heart and mind to grow without carrying around a lot of burdens because of our past mistakes. It gives us self-confidence to move on to greater achievements.
43. Once again, it is time for some good news again. Remember that God can thwart the plans of the nations, mankind, and evil. Often it appears that the forces of evil and stupidity surround us. Often we fear that they are getting the upper hand. The good news is that evil is not sovereign. Only God, (Elohim, Jehovah, Yahweh) is Sovereign. This is a very important Biblical fact that we need to understand. If you choose to not believe this, that is your privilege. Personally, I prefer to believe and live in faith and not fear, but we are all free to choose.

44. We live in very exciting and challenging times. The need to keep informed has never been greater. It is my belief that problems provide opportunities for solutions.

45. We live in unique, challenging and exciting times. Sometimes men's hearts fail them for fear. Luke 21:26 says, "Men's hearts failing them for fear and the expectation of those things which are coming on the earth, for the powers of heaven will be shaken".

46. I am reminded of the words of the Apostle Paul 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 that passes all understanding, will guard your hearts and minds through Christ Jesus."

47. Paul goes on to say in verse 8, "Finally, brethren, whatever things are true, whatever things are noble, whatever things are just, whatever things are pure, whatever things are lovely, whatever things are of good report, if there is any virtue and if there is anything praiseworthy-mediate on these things."

48. I trust that your thoughts and meditations be on the things the Apostle Paul wrote about in the weeks ahead.

49. My Father always read the book of Proverbs in January or July, or both, I am doing the same. It is a good habit. Thirty-one days and thirty-one chapters of wisdom. Proverbs 1:7 says, "The fear of the Lord is the beginning of knowledge, but fools despise wisdom and instruction." I hope that I am always eager to learn.

50. Once again a final word of hope. Forgiveness frees us to move on. That is true in all relationships, from God, to man, and to we ourselves! Mistakes happen, but forgiveness can bring about unforeseen benefits. Be generous with forgiveness.
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