
 
Allendale Wrap-Up for Business Day 10/08/07

  
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. 
 
Wheat Fundamentals: according to the international trading community, "the worst of 
the supply tightness for wheat is now behind us." Australia received weekend rains, 
after the heading phase has been completed, too little too late. Rains may help 
maintain an estimated crop size of 13-13.5 million tonnes but not increase yield vs 
USDA most recent estimate of 21 million tonnes. Argentina's wheat crop is doing well, 
production estimated at 14 million tonnes vs last years 15.2 million tonne crop. 
Argentina's wheat crop is in the heading phase until the end of October, begins its 
harvest is November and last through January. What the futures action may be 
indicating is there is nothing that can allow the Australian wheat crop to get 
larger, its a fixed amount but as long as Argentina is doing well, then futures need 
to correct lower. If weather should happen to impact production in a negative way, 
then futures may need to correct higher. OR in the bigger picture could pressure on 
wheat be coming from the CBOT taking behind closed doors action, trying to correct 
the divergence between cash and futures? Possibly the CBOT had to remind the market 
in order to reach the true value of the nations wheat crop was to allow cash to move 
up, or for futures to go down to meet the same value. The CBOT may have had to reign 
in creature in which it allowed to develop in 2005 when it increased the speculative 
limits. The idea was, bigger positions, more trade, better liquidity and potentially 
decrease the volatility shock. Nearly a year and a half later, the points of approved 
delivery for the futures contracts were not converging cash and futures but rather 
wider than normal convergence. Allendale has noticed the delivery against the October 
soybean meal October contracts are much heavier than normal and quite possibly a 
result of the CBOT nudging the specs to allow the futures to be more representative 
of what the true cash value is. What do you think, is the sell off in wheat a result 
of the fundamentals occurring in the southern hemisphere or the CBOT trying to bring 
order back to a market which its initial intent was a means to offset risk of rasing 
a crop and use as hedging tool? 
 
2007-08 Acres: Allendale's wheat/corn price ratio model is suggesting the very real 
potential for 2008 wheat acres to be in a range of 4 to 6 million more than the 60.6 

million planted in 2007. Harvested 
acres could be in a range of 54.52 
to 56.2 million with a 5 year yield 
ave of 41.7 bushels per acre 
suggesting wheat production of 2.273 
billion to 2.345 billion bu vs 2007 
production of 2.114 billion. How 
could this impact your marketing 
plans? If you have questions please 
contact you Allendale Inc 
Representative 800 551 4626. 
 
2007 Cash Marketing: see Allendale 
Hedge Advice page, on Tuesday 
09/18/07 we sold 50% of the 2007 
crop production based on timing 
suggest this is the first of the 
d opportunity next April-May. Our 

next target to hedge additional new crop wheat was filled on Friday 09/28/07. See our
Hedge Advice page for instructions. The Dec/Mar CBOT wheat spread is 13 cents premium 
the March. Your cost to store wheat per month is 6.1 cents per bu. The present 
futures spread suggest it is not economical to store unhedged wheat as the co
5.3 cents more than your on farm storage is returning over the three months Dec to 
March.  
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Another example of how the spec trade does not recognize when present world and 
domestic stocks are the smallest dating back to 1980, futures between the Dec and 
March typically are at an inverse (when the spot month futures are greater in value 
than the next tradable futures contract). Is price discovery truly allowed to 
perform, Allendale suggest it is not. If the CBOT is to rectify the present spec 
trade problem and allow futures and spreads to represent the tightness in projected 
end stocks and not about how specs bought wheat at the beginning of the 3rd quarter 
and saw its investment grow 55% at the end of the third quarter. Allendale believes 
there is a difference between investing in publicly trade companies performance and 
real tangible commodity futures. 
 
Spread Trade: Since the middle of the month of July 2007, the July 2008 KCBT July 
wheat vs the CBOT has been trading in a range of 10 cent premium the KC to 13 cent 
premium the CBOT July for the majority of the time. It appears as though the spread 
has found resistance prem the Kansas City Wheat. Discuss this spread trade idea with 
you Allendale Representative. 800 551 4626 
 
Trade Position: the fundamental facts are world supplies are challenged by aggressive 
demand. We are willing buyers fundamentally but recognize technicals have been 
disturbed. 
 
Corn Fundamentals: The trade is well aware the general attitude is the corn crop may 
be getting bigger and the size is being consumed in the form of strong feed and 
export demand. Negative developments on Monday are a worst case scenario as futures 
and now Gulf basis is weakening. 
 
USDA's Friday Report: this Friday at 7:30 am, USDA is scheduled to release its 
October crop production estimates. Last month USDA estimated the crop size at 13.31 
billion bushels. Thus far three firms, of which Allendale Inc is included, have set 
the early range of 13.11 billion bushel low to a high of 13.51 billion bushels. 
Allendale's corn production estimate is 13.45 billion bushels. 
 
Yields: recent Allendale Inc statistical and historical research suggest there is a 
85% chance for USDA Oct crop production report to show a yield increase from the Sept 
yield based on data from 1965 forward. The most recent ten year average has found 
yield increasing 1.8 bu per acre. Over the most recent ten years, USDA has increased 
yield 70% of the time from the Sept to Oct report and the ave increase from the seven 
years has been 3.1 bu per acre. USDA's Sept yield estimate is 155.8 bu per acre. If 
we add the ave of 3.1 bpa the 158.9 yield on 85.42 million harvested acres suggest 
production of 13.573 bil bu vs USDA's Sept estimate of 13.308 billion bu and has the 
potential to push 2007/08 projected end stocks to 1.94 billion or 49% higher than 
2006/07 end stocks of 1.304 bil bu. 
 
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 have rolled our Dec corn hedges to the March. 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 
and in some cases even April. In discussing marketing strategies with Allendale 
clients there is 37 cash carry between the month of Oct to April. Using the same 3.4 
cents per bushel per month you would need 23.8 cents to carry the crop to April, a 
potential extra 13.2 cents for your merchandizing revenue. Allendale did roll its Dec 
corn hedges, covered with bull call spreads to the March futures on 9/27/07. Not only 
did we cover the cost of storage but was able to add an additional nickel to our 
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: we have written fresh orders to sell a corrective rally 
based strictly on emerging technicals. We remain fundamentally friendly to 
corn unless USDA surprises the industry with a projected end stocks of  
2 billion bushels in its Oct 12th crop report. 



 
Technicals: Old and New crop corn and soybeans and new crop wheat. For the 
short term trader, Allendale uses its own unique custom Moving Averages to 
monitor price momentum, define key support and resistance levels as well as 
advise where key pivot 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 the end 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 are 
available within our Allendale Advanced Charts. 
 
Corn Futures Close    Moving Ave #1   Moving Ave #2  Pivot   Last Wks Close 
Dec          3396        3510             3590        3750       3422 
Mar          3562        3680             3760        3860       3590 
Bean Futures Close    Moving Ave #1   Moving Ave #2  Pivot   Last Wks Close 
Nov          9254        9710             9710        8330       9404 
Jan          9420        9880             9870        8430       9600 
Wheat Futures Close   Moving Ave #1   Moving Ave #2  Pivot   Last Wks Close 
Dec   CBOT   8600        8960             9160        5980       8900 
Dec   KCBT   8644        8990             9130        5930       8944 
Dec   MGEX   8606        8920             8940        5980       8906 
 
 
Observation: corn, soybeans and wheat, well under the key # 1 and # 2 
Moving Averages. What was support is 
now viewed as key resistance. Look for 
the trade to use the Moving Averages 
as levels to sell a corrective rally 
rather than stopping into fresh longs. 
 
Soybean Fundamentals: Northern Brazil 
rainfall since Sept 1st is 25% of 
normal. Planting of corn and soybeans 
is slowing or has come to a halt. 
Private US and Brazil weather services 
suggest within its most recent 24 
hour forecast, its about to change. 
Forecast now suggest weather systems 
which are expected to begin as early 
as this weekend and as late as the end 
of the month of October to bring 
relief. Brazil's gov't releases first production estimate for 2007/08 soybean 
production at 59-61 million tonnes vs CBOT soybean traders thinking 61 to 63 million 
tonnes. 
 
USDA's Friday Report: this Friday at 7:30 am, USDA is scheduled to release its 
October crop production estimates. Last month USDA estimated the US soybean crop size 
at 2.62 billion bushels. Thus far three firms, of which Allendale Inc is included, 
have set the early range of 2.58 billion bushel low to a high of 2.66 billion 
bushels. Allendale's production estimate is 2.66 billion bushels and a third estimate 
coming in at 2.65 billion bushels. 
 
Soybean Marketing: central Midwest basis levels 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 within 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 opportunity arises we may be willing to re own via futures and or 
options. We will provide notice when to sell the 2007 harvest. 
 



Yields: research dating back to 1965 suggest there is a 52% chance for USDA Oct crop 
production report to show a decline in yield when the Sept yield is weaker than the 
August. The most recent ten year ave has soybean yield increasing an ave of .1 bu per 
acre. Over the past ten years the odds have been 50/50 for USDA to increase or lower 
yield vs the Sept report. When USDA does increase the soybean yield from the Sept to 
Oct it has been by an ave of 1.5 bu per acre and when lowered it has been by an ave 
of 1.3 bu per acre. Based on the previous adjustments, USDA could present a crop size 
range of 2.538 billion bushels to 2.715 billion bushels vs the Sept production 
estimate of 2.619 billion bushels. 
 
Trade Position: we are sellers of soybeans, soybean oil and soybean meal based 
strictly on technicals for a short period of time. Long term we remain bullish 
soybeans both fundamentally and technically....Joe Victor 
 
Lean Hogs: Though the USDA office which reports daily slaughter levels was closed 
today due to the holiday no one is suspecting anything but another heavy load to deal 
with. We reported last week's kill was a clear record. We will reiterate just because 
we have heavy supplies does not mean cash hog prices will continue to tank. Keep in 
mind wholesale pork prices did not fall much last week. Today's wholesale trade was 
up five cents. That was not much of a rally but if the pork cutout is not falling $1 
to $2 each day, as you would assume with current supplies, then packers have a clear 

incentive to run kills as large as 
they can. If some good news can 
creep into this market we could 
suggest a move to fill the $60.90 
to $62.02 gap on the December 
chart. For price direction we feel 
most of the downside left in 2007 
has been priced in here and the 
contracts which have true downside 
left are the 2008 summer contracts. 
For upside anything to the top 
of the gap on the December contract 
could be considered the maximum. We 
have orders in to lift hedges on 
the December contract if given the 
right price ($57). 
 
 
 

Live Cattle: Were actual beef sales to South Korea really that big? There is no doubt 
the recent price break noted after South Korea reinstated a ban on US beef was 
severe. You could argue the e-coli recalls of beef from Topps Meat Co. and recalls 
from Cargill over this weekend added to some of the problem. However US consumers 
have not reacted to any food safety scares in the past. Friday's cash cattle sales 
were mostly at $92 which was down $4. We will note active free market sales were 
smaller than they should have been by 30% to 50%. Though that would normally be 
bearish in this case we would note the improved beef processing margin may give 
packers encouragement to buy new cattle and run big kills aggressively. We remain 
supportive, only for the longer term, and are looking for the 2008 February CME live 
cattle futures to be the star here...Rich Nelson 
 
www.allendale-inc.com
 
 
As always, if you have questions or comments, please call 800 551 4626 to discuss or 
send an e mail to research@allendale-inc.com 
 
 
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 certain inherent limitations. Simulated results do not represent actual 
trading.  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 
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 
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