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1. Depending on where you live, life can be very challenging, or very benign. For those of us here in the Midwest, our biggest threats seem to be from heat and Summer Thunderstorms. Millions of people in the world would love to only have to worry about the weather! 

2. I don't have a lot if interesting or inspiring things to share with you this week. 

3. My struggle in how to pray for peace in a world that doesn't seem to want peace is somewhat eased as I realize that it is not for me to determine how God will answer that prayer. It is for me to be faithful and fervent in praying, and for me to live peacefully. Beyond that and unless I choose to travel and become proactive in working is unsettled areas of the world, I can do little. 

4. The markets roll on like all is well and normal in the world. The truth is, probably very few of us truly understand or knows what normal is anymore. 

5. It never ceases to amaze me how quickly human beings either adapt to new stimulus and disasters in their lives, or become so callous that nothing seems to phase us. The more we see on TV the less upset the horrors of war and strife in the world seems to bother us. 

6. In looking at the grain futures markets, today's Short-Term perceptions almost always become more important than Long-Term ones. That shouldn't be the case, but it is.

7. 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. Likewise, there is a good possibility they both reached their Summer High on July 11, CZ 284.50, and SX at 639.50. In 7 of the last 9 Years, the Summer High has been below the Spring High in CZ. It is very hard for the grain markets and traders to forget the Bearish history.
8. Since Freedom-To-Farm (FTF) started in 1997, the decline into the Summer Low for CZ has ranged from 15.75 cents in 2000 to 97.00 cents in 2004, and has averaged 44.50 cents, or 84% of the Summer High, which is equal to a 16% decline. If this year's decline into the Summer Low is average, and if the Summer High was at 284.50, it will take CZ down to the 238 area, which would be a Double Bottom at the Contract Low. The decline so far of 33.50 cents from 284.50 to 251.00, has been an 11.77% decline.
9. Since Freedom-To-Farm (FTF) started in 1997, the decline into the Summer Low for SX has ranged from 21.00 cents in 2003 to 237.00 cents in 2004, and has averaged 86.50 cents, or 87% of the Summer High, which is equal to a 13% decline. If this year's decline into the Summer Low is average, and if the Summer High was at 639.50, it will take SX down to the 554 area, which would be a new Low for the year. The Contract Low is 542.00. The decline so far of 47.50 cents from 639.50 to 592.00, has been 7.43%.
10. Long-Term, however, depending on August weather, crop ratings, and the WASDE Report, the Summer High might not be in, as long as the June 26 Lows hold. If the June 26 Lows give way, the next significant High to look for will be the Fall High, whether it follows the August, or the September, or even the October WASDE Reports.

11. The current Open Interest is at 1,403,921 contracts, or 7.019 billion bushels, equal to 65.4% of the last WASDE Report estimated production of 10.740 billion bushels. This provides the opportunity for tremendous volatility to remain in the Corn market.

12. The Long-Term Palmer Drought Index at http://www.cpc.ncep.noaa.gov/products/analysis_monitoring/regional_monitoring/palmer.gif is showing moderate, severe, or extreme drought in 62 of the 77 crop districts in the 9 corn states west of Indiana. This is not a passing fancy to be ignored.

13. The market swings around and around, both up and down. In the long-term the market does its job of finding a price to either ration or support demand, depending on the STUR. In the short-term, however, it is a merry-go-round, and prices are never "just right". That is why it trades almost all of the time. Perceptions drive the Futures markets, and perceptions are always changing. It's like shooting flying ducks over open water from a racing speedboat. You might get lucky, but the odds are you will miss.  The current perception is the crop is getting bigger because the Gd/Ex Weekly Crop ratings are above last year.
14. What will be the final Corn yield this year? The trade currently feels that crop conditions are good enough to reach above the 146 trend I am using, and the 149 trend WASDE is using by quite a bit. Last year's final yield was 102.39% of trend, and crop condition ratings are 6% better than last year as we entered this past week. I believe the trade is pricing a 155-159 Bu/A final crop right now, or about 106% of trend, which will only lower ending stocks from last year by about 400 to 800 million bushels, and the STUR values will remain above the critical 10% level for another year.
15. The waiting continues for the Soybean market. Waiting for what? For the August weather and how it will impact the Soybean market, and for the South America planting intentions.
16. A lot of the 2006 expansion acres in Soybeans are in areas currently experiencing various degrees of drought. Some of the longer-term weather models are still calling for expanded heat and drought into August. August is the key month for Soybeans, so I doubt if SX will truly crash and burn until we get through the August WASDE report on August 11th.
17. The heat is pushing Soybean podding rates very rapidly in the North and West, and maturity very rapidly in the South. Soybean harvest in Northern Mississippi is about 2 weeks ahead of normal and is in the 12 Bu/a area, much below last year's level. Whenever, and wherever heat pushes Soybean maturity, yields suffer.
18. I have been thinking about how foolish it is for farmers to speculate with the crops they grow. If they want to speculate, they should do it in something they do not have a vested interest in.

19. "A farmer who engages in speculation with his/her crops, while executing marketing decisions, is like a skilled brain surgeon who moonlights in defusing bombs with his fingers, and risks ruining his profession."
20. This week's Energy Watch shows the U.S. using 20.700 Million Barrels Per Day (MB/D) versus 20.692 last week, versus 20.966 a year ago. (Each week these are 4-week averages.) The average retail price for Regular Gasoline is up 31.2% over a year ago, 300.3 this week versus 298.9 last week, versus 228.9 last year, according to the Weekly Petroleum Status Report. Including the Strategic Petroleum Reserve (SPR), we now have 84.1 days of energy stocks on hand versus 84.0 days last week, versus 83.1 days a year ago, assuming no new production or imports. The U.S. imported 60.6% of its energy needs last week versus 60.4% a week ago, versus 59.6% a year ago. Refinery capacity is at 92.3% versus 92.6% last week versus 94.8% a year ago. 

21. 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.
22. Likewise, for the first time in history, traders can trade in 4 different December Corn Contracts at one time. On Friday July 28, 2006, CZ06 closed at 253.50, CZ07 closed at 300.50, CZ08 closed at 323.75 and CZ09 closed at 338.00. The Corn market at the CBOT is starting too like some on the New York markets with their multiple years of offerings.
23. Remember! Corn is the new "Wonder Crop"? It is being used for feed, fertilizer, fiber, food, and fuel. Which user is willing to pay the most? 
24. The Ethanol/Corn Profit Ratio as measured by the value of 2.8 gallons of Ethanol per bushel divided by 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 2.99. This is based upon the price of Ethanol Futures at $2.53 and Corn Futures at $2.3725 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.
25. Are you aware of the price of Ethanol on the CBOT Futures market? The Weekly Chart looks like a "Grand Teton", or a "Rhino Horn". All mountains rise from a base and return to a base. Some are symmetrical, and some are not. The base may be horizontal, or slanting, but there is a base. The decline in Futures from the peak of $4.08 toward the $2.35 base is just about complete. On a pure energy basis, Ethanol has about 67% as many BTU's per gallon as Gasoline, but a much higher octane. Therefore, in theory, without considering the added benefit of clean air qualities, on a price per unit of effective usable energy, Ethanol Futures at 85% of Gasoline Futures prices is about balanced. Gasoline Futures are now at $2.2150.
26. 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 3 more weeks if the time count is symmetrical. It only reached 75.78 last week. If Israel destroys Damascus, expect to see 100.00 or more!
27. The U.S. Dollar is sick in every area but one, and it is an important one. People still have confidence in it. When that confidence evaporates, look out below!

28. What might heal the sick U.S. $? New events or policies that bring America back to life. Chances are slim to none for that to happen, but there is one thing pending that could do it, and it isn't war. What would happen if the Federal Reserve System was nationalized and made wholly owned by the Central Bank of the U.S. Government, rather by private foreign money as it is today? Whoa! What a radical idea! Stay tuned. America may or may not be ready for a decline. Keep reading.

29. What am I talking about? According to a recent article by the Aden Sisters that can be read at http://www.321gold.com/ there is a Long-Term Mega World Power Shift taking place in the world right now that has been going on for many years, and will continue for many more years. There is a Changing Global Big Picture that is spearheaded by China. It includes the U.S Slowly Losing Ground, Growing Nationalism, and China leading the way.  

30. The question I ask, will it leave the USA behind? China is building wealth by becoming the world's largest manufacture while the U.S. is destroying wealth by promoting world democracy through war. A good friend of mine has coined a unique phrase to describe most of us Americans in the early part of the 21st Century; "The Great American Sleepwalk"! If we don't wake up soon, we will be left behind!

31. How many of you remember the 1970's and Stagflation? It will probably be in your viewfinder once again. 

32. The Energy Bulletin at http://www.energybulletin.net/ issued two interesting articles last week. One addressed the question about what Saudi Arabia is up to with recent announcements of cutting back on production. I wonder, are they playing the money game trying to force prices higher, or is there something amiss in the Ghawar oilfield?  

33. The second article was more definitive. It asked the question, Will Mexico Soon Be Tapped Out? It seems that production at the world's second largest oilfield, Cantarell, run by Mexico's state owned oil monopoly Pemex is declining a lot faster than what was expected. Some of the latest estimates that were leaked from Pemex's own worst-case internal report scenarios indicates that its production will decline by 71% from the May 2005 levels by 2008.

34. The U.S. and Great Britain have a problem with Iraq, Syria, Iran, North Korea, Israel, Lebanon, Hizballah, Hamas, and any other group supporting terrorism in the Middle East. The problem is called China and Russia. They will not go away.
35. "He who owns the Gold, makes the Rules"! Gold can be classified as either Black, as in Oil, or Yellow, as in Metal. Russia has both in large quantities! The current struggle in the Middle East is not a short-term situation. It will probably last until God, Jehovah, Yahweh, intervenes. 
36. History will indicate that WW III started on 9/11. The struggles will ebb and flow, but the struggle will always be there. 

37. If Isaiah 17:1 is to be fulfilled before our eyes in the next few hours, days, weeks or months, anything is possible when it comes to the price of Crude Oil and Gold. It says, "The burden against Damascus. Behold, Damascus will cease from being a city, and it will become a ruinous heap."
38. The only lasting trump card, outside of a nuclear threat that the descendants of Ishmael have over the descendants of Isaac, is the Oil Card! If Abraham only knew what he was doing when he slept with Hagar, the world would be much different today, but alas, it was not meant to be.

39. I am now "What Ifing". What if, Israel takes out Damascus? What if Iran and Russian retaliate by going to war against Israel? Ezekiel 38 tells us that God will put a hook into the jaws of Russia and Iran, (Gog, the land of Magog, Persia). An October Surprise? I hope not!

40. China's growth just keeps going. According GaveKal "the big picture is that growth is very strong and likely to remain so for another 12 months, underpinned by strong fixed-asset investment growth, a swelling trade surplus, and a very impressive surge in industrial production. " You can find out more about GaveKal at www.gavekal.com. 

41. For those of you who want to have access to some of the world's best investment minds, I encourage you to subscribe to John Mauldin's Weekly E-Letter. To subscribe to John Mauldin's E-Letter please click here: 
http://www.frontlinethoughts.com/subscribe.asp 
John has access to many wonderful people and minds that all of us can benefit from. John's e-letter is free for the asking. He has over a million subscribers!


42. If you want to cut through the confusion of "managed" government and media reports about the U.S. Economy, John William's Shadow Government Statistics is the place to go at http://www.shadowstats.com/
43. Have you heard about the worlds smallest Hydrogen powered car? You can read about it at Shanghai's Horizon Fuel Cell Technologies at http://www.horizonfuelcell.com/ It is a toy car that sells for $40.00, plus a refueling station for another $40.00. All Hydrogen created from water. This month, it will begin sales of a tiny hydrogen fuel-cell car, complete with its own miniature solar-powered refueling station. The car is a15-centimeter-long toy, which is a step toward introducing the technology to the public and making it commercially viable. Horizon has bigger plans for the technology. Wankewycz said it's working on ways to make fuel cells more efficient, so that they can be used to power cell phones and laptop computers, and eventually vehicles and households. 

44. How many of you know about the "Security and Prosperity Partnership of North America"? You can go to http://www.spp.gov/ to learn more, but then again, you may not learn the truth behind the truth! It began on March 31, 2005 when the leaders of the U.S., Mexico and Canada agreed to advance the agenda. What is the agenda? A common union of the 3 nations, which includes a proposed 4000-mile Super Highway from Mexico to Canada parallel to I-35, a quarter-mile wide with 6-lanes for cars and 4 more for trucks, plus railroad tracks, oil and gas pipelines, water and other utility lines, and broadband cables. (They forgot to include bathrooms and the kitchen sink!) The Mexico-Oklahoma stretch is scheduled to begin by 2010, and will use a U.S.-Spanish consortium for construction and operations. Once again, Congress has not been involved or included in these plans.

45. Keep your hears tuned for news from Mexico about the recent elections and resulting demonstrations and challenges. You will have to use sources other than Fox, CNN and the normal media, because they do not want us to know what is going down there, as it is not conducive to the present Administration. Depending on how this all unfolds in the weeks ahead, it could impact Oil prices.

46. Keep your eye on the sky next month. We will be able to see Mars closer to the earth than anyone that has ever been alive, from what I read. This month and next, Earth is catching up with Mars in an encounter that will culminate in the closest approach between the two planets in recorded history. The next time Mars may come this close is 
in 2287. Due to the way Jupiter's gravity tugs on 
Mars and perturbs its orbit, astronomers can only be 
certain that Mars has not come this close to Earth 
in the last 5,000 years, but it may be as long as 
60,000 years before it happens again. 

The encounter will culminate on August 27th when 
Mars comes to within 34,649,589 miles of Earth and 
will be (next to the moon) the brightest object in 
the night sky. It will attain a magnitude of -2.9 
and will appear 25.11 arc seconds wide. At a modest 
75-power magnification Mars will be easy to spot. At the beginning of August it will rise in the east at 10p.m. and reach its azimuth at about 3 a.m. 

By the end of August when the two planets are 
closest, Mars will rise at nightfall and reach its 
highest point in the sky at 12:30a.m. That's pretty 
convenient to see something that no human being has seen in recorded history. So, mark your calendar at the beginning of August to see Mars grow 
progressively brighter and brighter throughout the 
month. 

47. All of these factors, and many more not mentioned, will keep tensions and uncertainties about prices of commodities volatile for years. Technology will continue to expand at ever increasingly rates, and the net result will be many new investment opportunities for those who are bold and forward thinking. 

48. 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.
49. These changing times impact all areas of our lives and include faith, investing, life, thinking, and reactions. We all need Hope and Psalms 27:14 is an excellent source for words of hope and courage.

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

51. 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". 

52. Jesus told us in John 14:1, "Let not your heart be troubled; you believe in God, believe also in Me."

53. A final thought about praying for peace. We must have faith in order for our prayers to be effective, but how can I pray for peace in the Middle East when I believe that there will never be peace until somehow God intervenes? No country or group of Politicians will ever be able to secure peace in that region because of a basic flaw that was created in that region from the time of Abraham. Hatred that goes back several thousand years that is imbedded in a tribal system can never be eradicated.

54. So how do I proceed? I can work for peace in supporting organizations that provide humanitarian support to suffering people, but in my prayers, how can I pray with conviction when I don't believe it will ever do any good? I need to pray for something that I have faith in. 

55. I have decided, at least for me, that I need to pray that God will intervene in His own way, without my pre-judging what that way should be, and without my telling God who is to blame. I can believe that God can and does answer prayers, and that He can intervene. In that, I have hope and faith. 

56. How is it possible to be a delight and bring pleasure to God? Last year I carried a series of items from God's own word that tells us how. I am going to repeat them once again in the weeks ahead for our review.

57. “I know also, my God, that you test the heart and have pleasure in uprightness. As for me, in the uprightness of my heart I have willingly offered all these things; and now with joy I have seen Your people, who are present here to offer willingly to you.” I Chronicles 29:17
58. God takes pleasure in uprightness of heart. David was speaking here as he and the people were preparing to build the temple for God. What does it mean for us to possess uprightness of heart? The dictionary defines “uprightness” as being morally honorable, morally honest, respectable and to be righteous. To be upright is to act righteously.
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