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1. Life! What is life? Are we alive? Do we give ourselves life? How many of us are constantly aware of our heart beating, or our lungs breathing? In whose hands do our days rest? Please meditate on Psalms 31:15 in the week ahead.  
2. Why do I mention the above verse? Because life goes on and we take many things for granted. 
3. Ecclesiastes also mentions about there being a time to gain and a time to lose. When it comes to marketing grain, there seems to be many more opportunities to lose than to gain. 
4. I think that CZ is still working on its Fall High Rally, but I'm not certain. Since Freedom-To-Farm (FTF) started in 1997, the Rally into the Fall High has ranged from 7.00 cents in 2005 to 39.50 cents in 1997, and has averaged 25.50 cents, or 12% above the Summer Low. If this year's Rally into the Fall High is average from the Summer Low on August 18 Low at 233.50, the Fall High rally could take CZ up into the 261 area.

5. The reason I'm not certain about the Fall High in CZ, is because if CZ starts a new uptrend for the rest of the year, from growing demand and from actual yields averaging a bit less than what WASDE is predicting, CZ has already traded both its Fall High and its Fall Low!

6. The cash corn market has never really seen the expected glut of corn movement from the 2005 crop that supposedly is about 2 billion bushels. Many of the country elevators have less inventory than what they had a year ago. Where is all of the corn?
7. Based upon the Counter Cyclical Payment link at FarmDoc at http://www.farmdoc.uiuc.edu/marketing/CounterCyclical/CCP.asp there will be a 36 or 37 cent CCP coming to eligible producers yet this fall. This will generate cash that will help ease cash flow pressure and harvest time cash sales. It will also help replace the possible lack of Corn LDP's this fall.

8. The September WASDE Crop Report actually reduced Corn ending stocks from the August Report after all of the numbers were calculated, but the initial reaction of the trade was, so what? In the meantime, the CIF basis at the Gulf has gone up 8 cents.
9. At the end on Week 1 of the 06/07 marketing year, total Corn export sales and shipments are at 12.604 MMT compared to 14.458 MMT in 1996 and 17.876 MMT in 1995. The STUR in the Spring of 1996 fell to 4.28%. The reason CZ is 35 cents higher than a year ago is because the end users are getting ready for another marketing year when the STUR values will likely fall below 10%, possibly once again toward the 5% level like they did in 1996, depending on final production and use.

10. According to the Monthly WASDE estimates of Total Corn Use, the first time Total Corn Use exceeded 8 billion bushels was in May, 1992. In January 1995, 32 months later, Total Corn Use exceeded 9 billion bushels for the first time. In October 2000, 69 months later, Total Corn Use exceeded 10 billion bushels for the first time. In May 2006, 67 months later, Total Corn Use exceeded 11 billion bushels for the first time. Now, just 4 months later, Total Corn Use is just 85 million bushels less than 12 billion bushels for the first time. WOW! Just think, 1 billion bushels of Corn is being used every month. That is equal to about 231 million bushels per week, or about 33 million bushels per day, but prices are at levels associated with STUR values in the 19% area, not 10%! Many analysts say the market is never wrong. I say, the market is almost never right! GO CORN!
11. Since Freedom-To-Farm (FTF) started in 1997, the Rally into the Fall High has ranged from 40.00 cents in 2001 to 136.00 cents in 2003, and has averaged 84.50 cents, or 16% above the Summer Low. If this year's Rally into the Fall High is average, and if the September 7 Low of 543.25 was the Summer Low, the Fall High Rally could take SX up into the 630 area. That seems like a pipe dream as I write this, but even a minimum 40-cent rally would be well received.

12. The reason I do not believe the last rally to 563 was the Fall High Rally, is because it was too small of a rally relative to history. The fact it was just a 13.25-cent rally from the previous recent Low of 549.25 makes it too small. The minimum all time Fall High Rally since before 1973 was 25.50 cents in 1985 and 40 cents since FTF started in 1997. This indicates to me that we are still waiting for a Fall High Rally to unfold. The latest date for a Fall High is October 13, 1997 and October 14, 2003.

13. A 38% corrective rally from the Summer decline will occur at 576, a 50% rally will be at 588, and a 62% rally will occur at 600. It is difficult to imagine that kind of a rally taking place prior to serious harvest, but history indicates a Fall High Rally is forthcoming. Cash Soybeans at $5.00 are dirt-cheap compared to production costs and gross returns, and it certainly does not encourage expanded world production. Individually the market never cares about anyone, but corporately, it needs to care in order to keep the production coming.

14. At the end on Week 1 of the 06/07 marketing year, total Soybean export sales and shipments are at 7.216 MMT compared to 4.576 MMT last year. This compares with 8.103 MMT in 2003 and 7.825 MMT in 1997.

15. Soybeans Stocks-To-Use-Ratio (STUR) is now at 17.4% and has Regression Analysis Trendline Highs for SX in the 550 area and Trendline Lows in the 500 area. The market has provided about a 50-cent premium over the Regression Analysis Trendline all year. Some of that premium continues to leave the Soybean market. I still doubt if all of it is going to leave because of so many uncertainties about next year's planted acres in both hemispheres.
16. The important thing to remember is the fact that the acre mix between Corn, Soybeans and Wheat in 2007 will keep all prices edgy and probably higher than it would without the competition.
17. This week's Energy Watch shows the U.S. using 21.219 Million Barrels Per Day (MB/D) versus 21.238 last week, versus 21.023 a year ago. (Each week these are 4-week averages.) The average retail price for Regular Gasoline is down 11.4% over a year ago, 261.8 this week versus 272.7 last week, versus 295.5 last year, according to the Weekly Petroleum Status Report. Including the Strategic Petroleum Reserve (SPR), we now have 82.9 days of energy stocks on hand versus 82.6 days last week, versus 81.8 days a year ago, assuming no new production or imports. The U.S. imported 61.8% of its energy needs last week versus 61.5% a week ago, versus 58.6% a year ago. Refinery capacity is at 93.1% versus 92.7% last week versus 90.0% a year ago.  
18. Crude Oil has been going down along with other energy prices. Why? Because there are currently more sellers than buyers. Why? 

19. According to James Williams of the Energy Economist: Petroleum Report, http://www.energyeconomist.com/ here are some reasons: "Refineries back to normal operation, Gasoline shortage in switch to ethanol fails to materialize, Iranian oil interruption highly unlikely, Petroleum stocks well above normal." He goes on to say, "None of the above could be considered anything but bearish and all of them are true. Actually, they have been true for months, but the market is finally realizing that is the case. Perception drives the market."

20. The Monthly uptrend channel that has been in effect since 2001 is in the $59.17 area in September. A 38% Fibonacci correction from the 1998 Low of $10.65 will occur in the $52.30 area. The uptrend line from the 2001 Low is at $42.12 in September, which is also near a 50% Fibonacci correction. The long-term uptrend line from the 1998 Low is in the $27.50 area in September.
21. As stated in the price table sent out last night, based on history, if the decline in price lasts more than 58 weeks, and/or exceeds 54% down from the 78.40 High, then we will know that something new is unfolding in the Crude Oil market that hasn't happened since the bottom was traded in December 1998. A 54% decline will take Lead Option Crude Oil Futures down to the $36 area. 

22. Until then, we are in a correction mode, and we should be thankful for cheaper gasoline prices! 
23. The "big news" two week's ago was about the deep oil find below the Gulf of Mexico, (GOM) possibly as much as 15 billion barrels. The media Bears jumped all over that one. How long will 15 billion barrels of Crude Oil last America? As of the last 4-week average rate of use of 21.219 million barrels of energy per day, it will take the U.S. just 23.2 months, or 1.935 years to use 15,000,000,000 barrels of Crude Oil. Just keep drilling and just keep driving. 
24. So what is the score in the GOM? Politics! The following 2 points are quoted from an article written by Randy Kirk who is a senior financial analyst at a investment management firm in San Francisco, California and copied from the Website http://www.energybulletin.net/
25. "The US Senate is weeks away from voting on the lifting of the 25-year ban on offshore drilling off the majority of the coasts in the US. This offshore drilling bill was approved in the Congress but political analysts believe the bill will face more opposition in the Senate. The oil industry stands to make high profits if Congress will open up Florida and the Offshore East coast to drilling. To date the offshore drilling bill has not been approved by both houses because of environmental interests. A large potential oil “discovery” in the Gulf would provide evidence that the passing of the offshore oil bill would be beneficial."

26. "The announcement is reminiscent of the Mexican "huge oil discovery" announced last year, of a possible 10 billion barrels, which was quietly revised this year to around 43 million barrels, a downward revision of 99.57%. This similar "discovery" was made in Mexico last year a few months before the Mexican parliament was to vote on Pemex (state oil co)'s budget and rights to expand drilling. This illustrates the potential political pressure to announce oil and gas discoveries." 


27. Isn't that marvelous how 10 billion barrels of Crude Oil in Mexico can be quietly revised down to around 43 million barrels and nobody seems to hear about it? Is that called "Slip sliding away"?
28. Monthly Lead-Option Crude Oil Futures prices have an average trading range of $7.70 cents per month over the last 12 months since they first reached $70.00 per barrel last August. The smallest monthly range has been $4.88 in December, and the largest range has been $11.50 in February. So far in September, the trading range has been from $70.66 to $62.80, or $7.86.
29. 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 2.15. This is based upon the price of Ethanol Futures at $1.86 and Corn Futures at $2.4175 at the CBOT, with no consideration provided for the value of the co-products. 

30. I am always looking forward to broadening my horizons and in developing challenging contacts. This past summer afforded me the opportunity to meet with a very brilliant economist by the name of Noel Brodsky. Noel is an Associate Professor of Economics at Eastern Illinois University. 

31. Noel has just published a book titled, "A Short Drive Through The 21st Century". This book is a brief overview of the next century using Economic analysis. It covers three main areas: Energy (with emphasis on oil), the international sector, and demographic change for both the USA and the world. There are some surprising results. Oil appears to have a long-term stable mean of about $25 a barrel. International trade may be peaking, with a decline of trade into blocs. Africa may emerge as a rapidly developing continent by mid century. These areas are explained, and mixed together to give a complete picture of how this century may develop. 

32. Noel's book may be found at Lulu.com at http://www.lulu.com/nbrodsky It is a short read, and packs enough information that it is worthy of several reads in order to better understand everything he is covering. I am on my third read as I write this.

33. I had the privilege of spending two hours with Noel late in August along with an another good friend who introduced us. Even if Noel and I do not always agree on some of these issues, it is my desire to learn. He may even convince me, you never know! Please buy his book and see for yourself.

34. As long as life endures on this earth, there will never be lasting peace in the Middle East. You can bet your life on it! We could see temporary peace, as measured in days, weeks, even months, but not years.
35. Quoting from a Time magazine interview with Jordan's King Abdullah II, "I believe the Lebanese war dramatically opened all our eyes to the fact that if we don't solve the Palestinian issue, the future looks pretty bleak for the Middle East," he said. "I'm one of the most optimistic people you'll come across. For the first time, I started becoming pessimistic towards the region." Without urgent diplomatic efforts that yield tangible results to achieve peace between Israelis and Palestinians, "I don't think there will ever be a Palestinian state," he said. "By 2007, if we don't see something that reassures all of us--the international community, the Israelis, the Arabs and the Palestinians--then I think we are doomed to another decade or decades of violence between Israelis and Arabs, which affects everybody." 

36. All of us would be wise to listen to Jordan's King Abdullah II words. He has a very good track record!
37. I don't cover Wall Street very much, but John Mauldin does. He has been somewhat Bearish on the Stock Market. Here are some of his thoughts. "In summary, I think it is too early to throw in my bearish towel. A slowdown means that earnings are not going to grow as fast as currently projected. That means some disappointments may (will?) be coming our way in the next few quarters." 

"Disappointments are the stuff that makes for bear markets. Can we come to the end of a Fed tightening cycle with no pain? A Kinder, Gentler Mr. Market? Now that would be different." 
38. To subscribe to John Mauldin's E-Letter please click here: 
http://www.frontlinethoughts.com/subscribe.asp 
It is free and very worthwhile.

39. Many analysts, both economic and political, have been fearful of an "October" surprise happening prior to November 7, Election Day, that would drive Americans to vote for the Republicans once again, out of fear. Most have been afraid of an expansion of the war in the Middle East by the U.S. and Isreal bombing Iran. I have a different thought designed to accomplish the same thing, which is to keep the Republicans in Power in Washington. Keep reading.

40. Two things that we know are as certain as death and taxes are the impacts that Money and Power have on people. So let's combine them!

41. This is all speculation on my part. What better way to stay in Power on Election Day than to have a Strong Stock Market, a Strong Bond Market (Lower Interest rates) and Lower Gasoline Prices, maybe below $2.00 per gallon?

42. Oh, and in case you haven't noticed, the new Secretary of Treasury is Henry M. Paulson, JR. So, you might say, who is he?

43. A Biography quoting from Google, "Before coming to Treasury, Paulson was Chairman and Chief Executive Officer of Goldman Sachs. He joined Goldman Sachs in 1974 in the Chicago Office and became a partner in 1982. From 1983 until 1988, Paulson headed up Investment Banking Services for the Midwest Region and became Managing Partner of the Chicago Office in 1988. In 1990, he was named Co-head of the firm's investment Banking Division, and in 1994 he rose to the position of President and Chief Operating Officer. In 1998, he was named Co-Senior partner, and with the firm's public offering in 1999, became Chairman and CEO". Have you heard of Goldman Sachs and Wall Street in the same breath before?
44. The Plunge Protection Team, (PPT) and the Exchange Stabilization Fund (ESF) are in place and on the job. Do not underestimate the ability of the Washington Insiders to manipulate the markets, the economy, and the election, either indirectly or directly. Therefore, don't be surprised to see everything going just fine during the first week in November. No Pain, No Gain!
45. The only problem with my "Speculation" is what the plans of the Islamic forces that hate America might be. If they want the outcome of the election to keep the present focus, they may lay low for awhile. If they fear the Republicans might loose control, which  might then interrupt their plans to advance their cause, if all of a sudden the focus changes in Washington, they might want to talk "peace" until after the Election. All speculation, but interesting.
46. Ethanol had quite a week last week. The media is talking about the lack of availability of E-85 and how performance is less than with gasoline because the BTU's in a gallon of Ethanol are just 65% of what is in a gallon of gasoline. Butanol is being advocated by some as a better alternative to BioFuels than Ethanol because it is not water hungry. Finally, Wal Mart is considering going into E-85, which it calls "America's Fuel" in order to become more Energy and Environmentally efficient. I don't like Wal Mart very much, but I will welcome their pushing E-85!   

47. El Nino is back! If it turns out to be weak, probably a cold winter. If it is moderate to strong, maybe a mild winter. 

48. "China Replaces U.S. As World's Largest Exporter." That was a headline this past week. What the headline and story didn't cover is the fact that they import most of the raw materials they use to become a major exporter. Soon they will need more Corn! How will they buy it?

49. They will be creative! Will they use the Electronic Futures Market rather than the traditional floor brokers at the CBOT to hedge their cash purchases before the announcement is made?

50. Green Tea continues to make news. It is good for you. It may have reduce your risk of early death. I have been drinking it faithfully for about 8 years.
51. Electronic voting may not be as safe as what politicians tell us. A Princeton University computer science professor found ways to "hack" the Diebold AccuVote-TS electronic voting machine. Diebold denies it. Isn't technology and truth a wonderful partnership?
52. 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. 

53. 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.

54. 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. 

55. Have you ever seriously mediated about how it is possible for us, as finite mankind, to be a delight and a pleasure to God? It truly is an awesome concept, one that we would do well to focus on more earnestly. 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. I will repeat each one for two weeks.

56. Psalm 69:30-31 says, "I will praise the name of God with a song, and magnify Him with thanksgiving. This also shall please the Lord better than an ox or bull.”

57. God takes pleasure when we praise Him in songs and when we glorify Him with our thanksgiving. To please is to give enjoyment, pleasure or satisfaction to. Therefore, any verse that tells us what pleases God may be included with those that speak of giving Him pleasure or delight. God enjoys it when we sing praise to Him in songs. He is also pleased when we express our praise and gratitude to Him for His greatness.

58. Finally, I will share with you what I learned about the Latin phrase, "Per Crucem Ad Lucem". It means, "Through the cross to the light." It has been used in Christian circles for several hundred years. It is another way of saying that any darkness that comes into our lives can never destroy the light of God that is manifest in His Word and displayed through the finished work of Christ on the Cross. Focusing on the Light of God and the Cross during periods of darkness gives us strength to overpower the forces of evil.
59. Darkness is the absence of Light, not the other way around! Light is not the absence of Darkness, but rather the presence of Illumination.

I trust that we may all have Illumination in the days ahead.
Bill at C&S Grain Market Consulting
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