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Thursday Morning Corn Comment
The corn was led higher on Wednesday by the cash market as the domestic demand for corn has suddenly become very big. There was talk that a train car sold for +$1.00 for May got the market started higher and long term forecast talk of a ridge building. That is all the market seems to need is talk of a ridge in 30 days to get the market started and then the funds came into the grain market and pushed it higher. Volume was very heavy, compared to the last month or so, and funds were net buyers of 12,000+ contracts. The domestic demand remains corn, but there is very little corn currently available as many farmers are holding what they have left, or they are still concentrating on planting and not selling anything. Basis remained on fire even after the close as cash traders said the higher flat price didn’t encourage any farmer selling. The bull spreads remain very active as we had it move 4-5 cents higher yesterday and some traders feel the July/Dec spread could start moving 10 cents a day and be just as active as the flat price. This rally came on the back of the better than expected crop condition report that was released Tuesday after the close.

eCBOT market was higher again overnight as cash traders said basis remains strong and yesterday’s rally in the futures didn’t encourage any farmer selling. Today is the exact opposite as yesterday as it seems everybody that wanted to sell the market yesterday wants to buy the market this morning. This points to a bigger issue that the market is very tough right now and you need to be careful. Who could have predicted the funds to come in yesterday and buy the grain complex into strength? We can talk all we want about demand and technicals, but the funds are the driving force behind the futures markets and will extend markets more than expected. Weekly Export Sales will be released tomorrow because of the Memorial Day holiday. There isn’t a lot of new news overnight, but we continue to hear conflicting reports of the ridge building later this month, but current growing conditions remain very good. The cash market remains very strong and should support the July contract and push it higher against the December contract. This spread could extend into new highs above 5 cents as that spread has had trouble against that area lately. Today could be an important day as the market tries to extend the gains from yesterday. 

eCBOT Overnight

Contract Last Net Change High Low

ZCN7 384^0 1^6 386^6 380^4 ZCU7 384^4 -0^2 387^4 381^4 ZCZ7 381^2 0^0 384^0 378^0 ZCH8 391^4 -1^0 395^0 388^6

Early Opening Calls: 2 to 3c higher

Top News

– USDA Export Sales released on Friday due to Memorial Day holiday on Monday – USDA reports private sale of 120,000 mt of SRW Wheat purchased by Spain for 07/08 crop year – Argentina sold Israeli private buyers approximately 7,000 tons of soymeal and 54,000 tons of corn on Wednesday, according to traders. – Cargil sold The Korea Feed Association 110,000 tons of US corn, according to traders – American food exporters will supply Cuba with chicken, soybean meal, corn, and other agricultural products totaling $118 million, based on contracts signed Wednesday. – Funds very aggressive on the buys side of the grains Wednesday. Funds bought 11,000 Corn. – Dalian Corn futures closed higher overnight. – eCBOT Vol: 185,316; Pit Vol.: 69,446; Open Interest change: +5,390 – Weather for the next 6 - 10 days Normal to Below Temps. Normal Precip West, Above Normal East. – Outside markets. Energy complex lower; US $ lower vs. Euro, higher vs. Yen; Gold & Silver: higher

Cash Markets

–CIF Corn: May +50 to +51, June +47 to +49, July +46 to +49, Aug. +45 to +48, Sept. +40 to +44,Oct. +37 to +40, Nov. +37 to +40 

TREND:

Got the bounce expected in corn today but it went further than I expected. Still feel the break on Tues was more overdone than the rally back today? What is real is the velocity in this trade. The unpredictability is also about as difficult as I can remember. Some will talk about a round of index fund buying at month end that drove a good part of today’s gains. Will be interesting if it continues tomorrow. Commercial activity on the buy side was big early but should subside some on the rally? CGL may have indicated that today with heavy scale up selling. The spread gains were stop action with the trade that had pre-positioned the Goldman roll getting stopped out by order flow. Look for more choppy trade overnight and in the AM. 

If you have any questions, or if you would like to discuss specific trade recommendations on any markets, contact me directly.

Jim Riley Linn Group 877-787-6278 jriley@linngroup.com

Futures trading involves substantial risk of loss and is not suitable for all investors. Past performance is not necessarily indicative of future trading results. Trading commentary and analysis is based on information taken from trade and statistical services, news services, and other sources which we believe to be reliable. We do NOT warrant that such information is accurate or complete, and it should NOT be relied upon as such. Our policy is to publish market research that is objective, clear, fair, and not misleading. Trading commentary and analysis reflects our good faith judgment at a specific time and is subject to change without notice. There is no assurance that the advice we give will result in profitable trades. All trading decisions will be made on a strictly unsolicited basis by the account holder.

Comments are closed.
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