
 
Allendale Wrap-Up for Business Day 10/01/07

  
Allendale is registered with the CFTC and NFA and is a member of the NIBA. The bottom 
line is we are a regulated firm which can be extremely important in this day and age. 
 
Two Questions: the two most commonly asked questions since Friday are; did the USDA 
include early 2007 harvested corn in its Quarterly Grain Stocks report. The thinking 
is USDA's NASS department to have been 157 million bushels above the pre release 
tarde average and 127 million bushels above the high end of the trade range, must 
have included early new crop 2007 harvest. Upon contacting the source responsible for 
Friday's results is an emphatic, no. The instructions to survey participants was to 
be certain to not include and early harvested 2007 corn. Think about it, why would 
farmer participants want to add to old crop stocks and provide a perception of 
heavier stocks than what they really are? 
     Second Question has to deal with USDA's Conservation Reserve Program 
announcement released last Friday. The USDA announced at this juncture the USDA will 
not bring forward any CRP acres for early release other than what was up for renewal 
in Sept of 2007. The question asked is the USDA suggesting a bigger corn and soybean 
crop than what they estimated in the September WASDE? The answer is not necessarily 
as the USDA did suggest its announcement was in response to the market looking for an 
immediate answer. The USDA did suggest it will continue to monitor domestic and world 
supply and demand as time moves forward. If the need were to arise via unforseen 
demand or global weather problems, then it would reserve the right to adjust its 
decision. A scenario could be IF Australia were to experience a greater disaster 
during its wheat harvest or Argentina experience weather related problems vs present 
near ideal conditions, then expect the USDA to make adjustments. 
 
Corn Fundamentals: an immediate warning signal is in the process of developing which 
could pressure basis levels. Active barge freight trade today as river elevators were 
scrambling to secure barges as they anticipate waves of new crop corn coming to them. 
Barge freight jumped 20% in one day and it is a significant move, not based on higher 
fuel cost or unexpected demand but simply a fixed supply of barges and a jump in the 
demand for those barges. Worst case scenario is weakening futures and basis levels if 
the 2007 corn supply prematurely fills on and off farm storage, ground piles begin to 
prop up with only a third of the corn harvest complete. Best case scenario, a 
temporary fix to a short term problem to relieve immediate pressure from country 
elevators moving old crop wheat and corn inventory in order to make room for new crop 
corn and soybean harvest. Make certain you are checking cash and basis bids for the 
months of Oct-Nov and Dec delivery. If those bids and or basis are not paying you to 
store from Oct to Dec, it suggest the potential for a temporary problem 
 
NASS: the National Ag Statistics Service estimates as of Sunday the corn harvest is 

31% complete  vs a five year ave 
of 20%. The trade is aware of 
this years crop is running a 
faster maturity clip and as long 
as the harvest continues to make 
positive steps towards a least 
interrupted pace, foreign demand 
and end users are more likely to 
buy knowing quality is without 
issue. 
 
Marketing: Cost of carry from Dec 
hedges to March is 3.4 cents per 
bushel per month, or the need for 
a carry of 10.2 cents. The 
futures market is offering 16.4 
cents and we rolled our Dec corn 
hedges to the March.  
 

http://www.allendale-inc.com/products/products.aspx


Why not out to May or July?, read on, dating back to 2000 if you seek a seasonal 
tendency when cash corn prices peak it has been the Dec-Jan time frame. With the 
potential for a domestic stocks build up, cash markets are willing to pay sufficient 
storage out at least to the month of Feb. Allendale did roll its Dec corn hedges, 
covered with bull call spreads to the March futures 9/27/07. Not only did we cover 
the cost of storage but was able to add an additional nickel to out merchandizing 
profits. If you are hedged in the Dec, we would highly recommend to have positions 
rolled. Allendale did hedge its first 10% of its anticipated 2008 fall corn 
production as 4220 was reached on Monday, 9/24/07. The next target is defined within 
our Hedge Advice page. 
 

Trade Position: Allendale has 
written orders to buy Dec and Mar 
corn against building trend line 
chart based support. Fundamentals 
remain supportive for corn as long 
as projected end stocks remain below 
1.7 billion bushels and domestic and 
world wheat end stocks and world 
corn stocks remain tight, which they 
are. 
 
Soybean Fundamentals: the trade is 
finally picking up on dryness issues 
in number one soybean producing 
state, Mato Grosso, Brazil. Be aware 
we are not trying to build too much 
into the developing La Nina just 
yet. IF La Nina continues to 

the peak of the La Nina in Jan-Feb of 2008 the timing couldn't be worse for South 
American soybean farmers. A La Nina suggest a dryer outlook for Argentina into 
southern Brazil and wetter conditions in central and northern Brazil. This is the 
time of year when Argentina soybean crop will be flowering and Brazil's soybeans wi
be flowering to pod filling. There is the potential for an outright disaster IF La 
Nina develops its present course and pace. 
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Acres:
for 2007, the corn-soybean ratio was spending a great deal of time in the 1.78:1 to 
1.9:1 level. Presently the ratio is 2.33:1 and clearly doing its best to buy 2008 
soybean acres to rectify the projected 215 mil bu of soybean end stocks vs corn's 
1.675 billion bushels. Soybean stocks have dropped 61% and corn increased 47%. This
ratio is expected to adjust to South American developments as they begin planting for
the 2008 harvest. If the ratio were to remain as it is now, the trade is likely to 
anticipate smaller corn spring 2008 plantings in favor of additional soybean and 
wheat acres. The trade at the moment is suggesting 2-3 million additional wheat ac
and soybean acres up 3 to 4 million and corn down 3 to 4 million. And to answer the 
question, yes there is available acres to accomplish the task which lays ahead. 
 

 central Midwest basis levels wider than average (60 to 1.10 under) New Crop Soybeans:
but do not offer sufficient carry from Fall to Dec delivery, signaling the market is 
not willing to pay to store soybeans. The economics suggest to move the soybeans and 
store the corn. Realize of course crop developments in South America could have 
direct impact on the potential weakness or strength of soybean futures and cash 
developments with the US this Fall and early winter. Since 2000 there has been a 
tendency for the peak cash price received on a national level to occur in Nov-Dec 
time frame. At this juncture there is no economic incentive to roll hedges and 
Allendale is more willing to sell the beans to the cash market and if opportunit
arises we may be willing to re own via futures and or options. We will provide noti
when to sell the 2007 harvest. 
 
 
  



Trade Position:
because of strong domestic and foreign demand, steep decline in domestic and world 
projected end stocks for soybeans and Brazil's weather problem. 
 

 S Korea and Morocco launched tenders this past weekend for 

 we are willing buyers of soybeans, soybean meal and soybean oil 
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Wheat Fundamentals:
310,000 tonnes of wheat. Russia suggest it will have an additional 2 million ton
of grain for export and Kazakhstan's record harvest is now limiting exports as the 
government orders its farmers to sell 20% of its harvest domestically as the 
country's bread prices have doubled. At two of the three exchanges, the KCBT, 
MGEX made its new life of 
contract highs were made for the 
fourth consecutive day on Monday. 
 
Crop Plant

 

nu
state of Kansas is 13% behind
five year ave planting pace vs 9%
behind its normal pace just a 
week ago. Vi
July 2008 new crop wheat futures 
as the planting pace continues to 
fall further and further behind.
 
2007 Cash Marketing: see  
Allendale Hedge Advice page, on
Tuesday 09/18/07 
the 2007 crop production b
firm futures, anticipating 
Australia's production announceme
after the harvest is complete with the second opportunity next April-May. Our nex
target to hedg
Hedge Advice page for instructions. 
 
Trade Position: the fundamental facts are world supplies are challenged by aggress
demand. We are willing buyers technically and fundamentally and have written new 
entry orders at all three exchanges after reaching our long objectives at the KCBT 
and CBOT earlier this week. 
 
Technicals: Old and New crop corn and soybeans and new crop wheat. For the short ter
trader, Allendale uses its ow

efine key supportmomentum, d
points are located when bulls may turn bearish and bears to turn bulls. We also 
include last weeks closing price for the weekly chartist as we draw closer to t
of the week to anticipate the possibility for futures to have a positive weekly close 
or if weakness is ensuing. A detailed technical look at the grains and livestock 
available within our Allendale Advanced Charts. 
 
Corn Futures Close    Moving Ave #1   Moving Ave #2  Pivot   Last Wks Close 
Dec          3686        3750             3710   
r          3854        3910             3870  Ma

Bean Futures Close    Moving Ave #1   Moving Ave #2  Pivot   Last Wks Close 
Nov          9914        9770             9680        8270       9912 
Jan         10094        9930             9830        8360      10084 
Wheat Futures Close   Moving Ave #1   Moving Ave #2  Pivot   Last Wks Close 
Dec   CBOT   9524        9350             8970        5880       9390 
Dec   KCBT   9492        9250             8840        5830       9292 
Dec   MGEX   9264        8960             8530        5880       9056 
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high for the fourth consecutive day. Soybeans and wheat have cushion between its 
close and first Moving Average. Disappointing weekly close for corn last Friday and 
both Dec and March futures below the #1 and #2 Moving Average. If you are net neut
on corn either stop into long positions above the #1 MA or buy against support as 
outlined in our Allendale Advanced Charts. 
 
Third Quarter: so just how did the investor do if long corn, beans and wheat for t
third quarter of the calendar year do? If long Dec corn futures, up 7%. If long Nov 
soybean futures, up 12.4% and if long Dec wheat futures up 55%. Soybeans and wheat 
are trending technically higher. Can corn afford to trade independently from soybeans
and wheat?....Joe Victor 
 
Lean Hogs: The main message Friday's Hogs and Pigs report indicated was US pork 
producers are not slowing their continued expansion but are actually picking up 
pace a little. Add in further increases in hogs from Canada and 2007 will wrap up

clear record for hog slaughter. 
2008 will surpass even that, 
unless low hog prices now have 
something to say about it. The 
general four year hog cycle (two
years of increasing supplies and
two years of contracting supplies)
was disrupted after the last low 
price period in 2002. The period 
after 2002 did see an increase in 
prices into 2004. However the 
expansion which started after that 
did not bring in low prices. 
2004, 2005, and 2006 all have 
double digit gains in pork exp
which offset the increased 
production. Pork exports grew in 
reaction to avian flue and t
 the piper? We project US pork 
eau in pork exports (China not 
oduction we have a problem. One 

good thing we can note is 2007 domestic demand has improved 1.6% over last year. 2005 
and 2006 saw domestic demand drop 4.4% and 5.5% respectively. For slaughter rates
project the fourth quarter 2007 to run 3.5% higher than last year. The first thr
quarters of 2008 are forecast to run +2.4%, +2.1%, and .5% higher than previous year 
levels. We would estimate current breakeven levels to be 

limiting US beef exports. Now are we finally payin

basis or around $61 on a lean basis. This would imply pork producers are seeing some
losses on the last load or two brought in to the plant. It will take a couple months 
before it starts a reaction (reducing production) which will take around nine months 
before it shows up in pricing. Where does that leave us on pricing? Our models 
suggest fourth quarter 2007 at $46 and the first three quarters of 2008 at $44, $46, 
and $47. That projects futures as follows: Dec $63, Feb $62, Apr $68, Jun $68, Jly 
$66, Aug $66. This was a tough forecast to make as there are a lot of assumption
plugged in as to how strong China may or may not be during the rest of this year or 
into 2008. Actually the biggest concern we have may be the summer 2008 contracts 
rather than the Dec 2007 as you may have expected. 2007 summer futures (May, Jun, a
Jly) all expired between $73.50 and $76. Even with today's move the 2008 contracts 
are at the same prices. We are contending this market may have overdone the downside 
here on the December 2007 contract but do not have a reason to buy just yet. We still 
have all hedges on at this point. As to extending coverage into the 2008 period we 
will release new recommendations tomorrow...Rich Nelson 
 
 
 
 
 
 



 
     USDA QUARTERLY HOGS AND PIGS REPORT RELEASED ON 09/28/07 @ 2:00 PM 

                       Ave       Trade Range      ALLENDALE       Actual 

pt for breeding        100.8     100.0-101.5        100.7         101 

n/Aug Pigs/Litter      100.7     100.0-101.0        100.7         101 

n/Aug Pig Crop         102.3     101.9-103.0        101.9         104  

 
  
All Hogs September 1     102       101.4-102.8        102.4         103  
Ke
Kept for marketing       102.3     101.4-103.0        102.6         103 
 
  < 60 pounds            102.1     101.0-103.0        102.1         103 
  60-119 pounds          102.2     101.0-103.0        102.6         103 
  120-179 pounds         102.4     101.0-103.4        102.8         103 
  +180 pounds            103.3     102.1-104.5        103.4         103 
 
Jun/Aug Farrowings       101.6     101.2-102.1        101.2         103 
 
Ju
 
Ju
 
Sep/Nov Farrowings       101.0     100.8-101.4        101.0         101 
Dec/Feb Farrowings       101.1     100.4-102.3        100.4         101 
 
www.allendale-inc.com
 
 
As always, if you have questions or comments, please call 800 551 4626 to discuss or 
nd an e mail to research@allendale-inc.com 

 certain inherent limitations. Simulated results do not represent actual 
ading.  Simulated trading programs are subject to the benefit of hindsight. No representation is being made that any account will or is likely to achieve profits 

se
 
 
The thoughts expressed and the basic data from which they are drawn are believed to be reliable but cannot be guaranteed. Any opinions expressed herein are 
subject to change without notice.  Hypothetical or simulated performance results have
tr
or losses similar to those shown. Commodity trading may not be suitable for recipients of this publication. This is not a solicitation of the purchase or sale of 
any commodities.  Those acting on this information are responsible for their own actions.  Any republication, or other use of this information and thoughts 
expressed herein without the written permission of Allendale, Inc., is strictly prohibited. Allendale Inc. c2007 


