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Annual Corn Report 12/22/07 for 2008
2007 Review

The long term minimum objective for corn has been $4a8¥skfutures. The
ideal price performance calls for a new record high pBeging 2007 corn
traded to $4.37 spot futures and $4.07 National Cash Corn Index.

The forecast for drought for 2006-2008 to cause lower corn prodwdit not
come to fruition and remains intact.

The long term forecast from 1993 called for a major imaltket for wheat during
years 2004-2008 with minimum target of $5.00 with ideal as aree@rd high.
There were (expected cyclical) crop problems for 2006-2007n®a007 spot
wheat traded to a new record high of $9.61. Corn was dwedmp problem
2004 to 2008. And the ideal cyclical forecast has alwaysccédr a new record
for corn.

The L3Al algorithm designed to meet model L3 trends (atsbon component
of long term cyclical trends) but with capability toléal more important
intermediate trends intra year finished with 78% buy amiracy for DEC 07
market. The real time test is complete and will bed@esebackup information for
the CSA models as well as a trend following alternatvenodel trading.

2008 Forecast

Corn crop condition model favors slightly higher prolgpior lower condition
for 2008.

Weather and production of corn forecast remains with pigbability for a crop
reduction for 2008. Odds decline following 2008. The forecasthi®decade
have always offered chance for a crop problem 2004 to 2@0@r $here has not
been a national nor corn-belt problem. There hava begional problems.

Price forecast allows for the high of 2007 to hold astasce for 2008 but there
should be at least an attempt to violate that resistdihe official forecast is
bullish for corn with an objective range of $4.40 to $6.8GCSA long term
models suggest we should allow nature, man and the ayoéesore year to
achieve the ideal of a new record high. The current 02007 defines the
decadal up trend.

Revision

A pre annual report was published 11/17/07 for selected subsaibeysequest
of subscribers. This report was reviewed 12/22/07 and publistied aanual
forecastWith spot futures price achieving the minimum target of $4.40
(during December 2007) before the next major model trend topnd before
the expected long term cyclical top the target range has ée revised to $4.70
to $6.80. A long term top should not occur until March to July. @e should
consider the resistance line from 2002 to current for the mdhly spot chart.
One should keep in mind the long term cycle does allow f@r crop problem

to extend the bull market into end of 2008.



Weather

The Benner Drought cycle is said to forecast two eventihe latter half of this decade.
Although 2007 weather offered drought in Georgia and a mapfrihe US with dry to
extreme drought conditions, drought did not occur in the-befta From my
understanding of the Benner cycle drought may occur anytimet@@BL1. A drought
in 2008 could cause a final and major bull market for thiadies cyclical bull market.
Whereas, a drought in 2009 to 2011 could work against standard dcdadhaulti
decadal cyclical behavior with similar performance efaerage of known cash 36 yr
time cycles that suggest the trend from 2005 is to be higtee2010 to 2011. (See A
36yr cycle Analog.) So far the Benner cycle has begheat bull market event and a
non event for corn and soybeans. | believe Benner\dised the cycle in the 1800s
from wheat prices.
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Proprietary weather research suggests precipitation tie/3ys cycles similar to price
but with a complication that allows for a combinatariwo 3yr cycles. A combination
of this sort creates a 5 to 7 yr cycle which may rdlagecycle that was offered by
climate versus man research by Raymond Wheeler. Ttlis axas mentioned in a
cyclical catalog written by Edward Dewey (Foundatiomhef Study of Cycles). A cycle
such as this has been discussed since biblical timeagBrand economic impact have
been related to this cycle. Cyclical model resear@X @ostly) suggests that the cycle
for precipitation (3 yr) did not work in 2004-2006 and trend o€jpitation is trending
toward a 5 to 7 yr cycle top. | assume a non eventyte trend reversal to occur only
10% of the time for price but for fundamental data trasisic may be closer to 20%.



With the next precipitation top (3yr and 5 to 7yr) due 200200 there is potential for a
correlation with a late Benner cycle. There is po&éfdr a decline in precipitation from
the 2007 top into a bottom due December 2007 into August 2008. Un#DOV high of
Chicago precipitation is breached research opinion ighkearend is down. A down
trend of this index implies less rain if not dry coratis.

Global Warming

From the 2006 report-- A 1,000 year cycle of warmer than abt@mperature peaked in
the years of 1,000 and is due to peak this century. Resdeneb that this cycle can run
a wide range of time to peak or that there is a tend@vegrd after shocks or secondary
tops in that important temperature peaks can be foundeaadaears of 1300. The trend
from the top was first for not so above temperature l@d tooler than normal
temperature climaxing with the Mini Ice Age of the 1600s. d@resis been warmer since
then with corrections during the 1700s and 1800s followed byeatien from shorter
term cyclical turns during the 1930s, 1980s and 1990s. Use ofdtterstycles suggests
timing of the 1,000 cyclical warm trend is not due for a(fogitest) until the 2030s the
earliest. With this cyclical trend there are phadesed versus dry conditions as well as
corrections of short term periods of cooler temperaflines decade could be a transition
from a wet period (1950s to 2000s) to a dry or less wet periodhiat2030s. Research
such as this does correlate with bullish cyclical ppossibilities into the 2030s.
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The intense 4 year trend of the Chicago Temperature isd@x¢hing less than extreme.
With use of 6,000 years of weather data | find the currentitas an anomaly. | believe
the global warming trend is a reflection of weathertenosds. (A sign of the influence of
man?) The model forecast is for warmer temperatur2doB but the models suggest a
normal decadal cyclical cooling trend is due now into 2011hWlabal warming | do

not expect to learn the use of normal as correcthiwglobal warming trends, cooling
trends can create a shock to man, beast and cropsdmdtiersharp reversal to support



the larger warm trend. It seems technical analysistismand to price only. (See support
trend line.)

The Southern Drought Trail

It is my understanding that a southern US drought carlyate a northern (corn-belt?)
drought. In 2007 Georgia was struck by drought with some lakegraime low levels.
Water rationing has been prevalent in Georgia. The govefribat state conducted a
prayer for rain and made a request to withhold water gstems that flow into Florida.
If drought occurs in the corn-belt in 2008 then we wilttetnat history repeated itself
with the southern drought of 2007 as a set up.

* Some weather researchers state the US is withinNirlzaclimate year. La Nina
has been known to create drier conditions. If it pyéfsist into the next growing
season it seems unlikely to see high yield of coradihtion a La Nina may
increase the potential for the Southern Drought Traolaur.

The goal has been to assume 80% probability of somefdd& corn crop impact for the
period of 2004 to 2008. There is one year to go and | do notreesan to alter this
opinion. Weather can be vicious within a short periotinoé. In August of 2007 some
growers began the month with dreams of record setteld.\frollowing a superb
pollination some growers assumed “it was in the bin”eBgl of August the yield had
declined to standard trend.
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Production
Estimated production of corn for 2007 was much higher ti@2004 actual production.
The year of 2004 should have been a decadal cyclical fgarantly the trend of
production since the 1983 drought is intact. The large ratbasfge of production for
2007 was caused by an emotional expansion of acreage #tatrg the Big Bang price
increase of late 2006. The 3yr cycle of production hasroed 80% of the time. The 3yr




cycle spans three to four years leaving 2007 as the finafgtea top in production if the
80% statistic is still valid. With corn growers in needatate some acres and my guess
of the national rotation cycle | assume lower atodse planted for the 2008 crop.

Two days before USDA'’s Keith Collins estimated correador 2008 at 87 million, |
told subscribers that 86.9 was a possibility. | feedgphias not been high enough to state
otherwise but there is sufficient time to planting daevision.
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the next larger but less dominant cyclical trend of % years.

A crop condition model and related research of trendsayf condition numbers offers a
pattern that suggests 2007 closing value was an extremee 1887 the pattern used
with the quantitative model has occurred 100% of the tirhés pattern also suggests a
decline in crop condition is due for 2008. A regression teamcke 2002 has been up. Is
this amount of time an extreme based on decadal pexfaa? If crop condition for corn
is over 73% good to excellent odds increase for a nooradave normal yield and

model forecast should be incorrect. A crop conditidimgebelow 60% increases odds the
trend of higher lows from 2002 (technical support) is breakimghdénd should be
referred to as a warning the regression trend has coarednd. A rating under 50% and
the crop should be well on its way toward a poor crop.

» A forecast is made for 2008 yield of 143 and production near 13% lowénan
2007. Subject to revision within a range of 163 to 127 yield and 88 to 85
million acres.

Demand—the lllusive One of the supply and demand equation.

It seems to me that market analysts, economists aghelsrancorrectly dial in the
importance of supply. | believe supply information makesenad an impact on the
business and thought process of the demand side than fodoies supply side itself.
This may help to explain the down fall of standard eaans.



» ltis easier to count the number of bushels of corn down otte farm or in the
elevator than it is too assess the need versus desirgla processor and
consumer. And most analysts seek the easier path of data nmg.

Behavioral finance offers greater understanding of matkatsstandard economics. It
includes human error and intelligence, emotion and moodhanefore more insight into
the demand side brought forth by the consumer. Behavinaaice includes price only
behavioral studiesAnd technical analysis and quantitative price analysis are
behavioral finance techniques of price trend assessment.

* A price chart is an ideogram of the consensus of demand.
» Trend followers (price) may have a better understanding of deand than
any other type of trader or analyst.

| believe the rate of change of demand of corn mayirdetr next two years but
demand in terms of bushels will increase for the ngatytears. | believe we have seen
the surge in demand for this decade but the trend is tarrestnang.

* | believe corn trends with low correlation to U.S.ammaeconomic conditions.
Hedge funds to continue increase in corn.

» $4 corn with US dollar index at .75 equates to $3 corn toegporter. World still
has a thirst for grain.

Posson Disaster Price Index

| have not updated the Posson Disaster Price indexdhaictdy offered indication that
my model Big Bang price forecast would be correct. Thexrhad suggested that the
2005 price low was lower than the 1930s Depression low wdjestad for inflation.
Price was extremely undervalued and so under valued to=olffeig and robust recovery.
Since the index uses a long term inflation number (sii©®s) and the corn market is
experiencing a rapid increase in cost of production | fdedst to put the index on the
shelf for a few years. It was met for mega long teend assessment. Bottom line is
there is not as much profit for the grower as impliedheyindex versus today’s price
plus today’s inflation rate.
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Price —The indicator of demand.

The forecast for this decade called for a 36 yr cyot&oin to create a bull market into a
27 yr cycle top. (Demand to increase.) This bull markeg t®@ occur some time in 2004
to 2008 with minimum objective of $4 and ideal objective aswa record high price for
corn. With the up trend from the 2005 bottom as still intend likely to remain so until
the low of 2007 is violated the year of 2008 should be coresideith possibility to
create the final rally of this decade’s bull marketfi(fal rally for this decade’s bull
market should not be the final rally now into the 203ative the 36:27 cyclical trend
and the 36:54 cyclical trend that may relate to the Kamdf&ycle. In other words still
higher price by next decade if not into the 2030s.)

The 36yr cycle bottom relates more to man made ecasatman nature but both are
implicated. The bottoms of 1933 and 1896 were times of depne§3ie bottom of 1824
was from a currency implosion connected with economitraction and may be referred
to as a depression bottom. The 1862 bottom related to vileN&air. The 1968 bottom
related to surge of inflation, drought, Vietnam war andsiewi of gold standard.
According to the CSA model (Cycle Series Analysi®) tfiost important trend
component of the 36 cycle bottom is four of the 9yr madal trends. The 9yr relates to a
pattern of business on a per decade basis. The 27yrtopsleelate a little more toward
nature (for agriculture) and in terms of drought or flo&ait there have been 27yr tops
that related to a surge of inflation following robust ecuoiwtimes as well as political
turmoil including war. | believe | have found 27 yr cyads for the crude oil market.

The 36 yr cycle up trend for corn has averaged 21 yearS@¥ price increase. (1720-
2007) The 9 yr cycle up trend for corn has averaged 5.5 yd@arawerage price increase
of 186%. | can find the 36 year cyclical trend for wheatgwion a chart that dates back
to 1280.Each cyclical trend has a different fundamental story whilgorice history
repeats itself when based on time.
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The 3yr business cycle may be similar to economisu®peter’s use of the Kitchin
cycle for economic business analysis. It is prevaleat| active free market commodities
and some stocks. Performance of this cycle can makeak b year of business
performance. Trends have been known to last 5 momt®S months and price can
increase by as little as 20% to over 100%. Price haskre®m to decline more than
60% for markets during a 3yr cycle down swing —bear makkety opinion 3yr cycle
trends were tradable (correct) near 90% of the timentwst markets. The 3yr cycle will
relate to annual or seasonal trends, supply and demhbade Idiscovered 3yr cycle
trends in weather and US economic indicators.

For corn 3yr cycle tops occurred in 2000 (drought concernathatiater proven
incorrect), 2002, 2004 (concern of tight carryout plus majdmbarket for soybeans)
and 2006. Note that there was little evidence a top occuri2@D6. Either this was one
of the 10% of the time as a non event or corn peaked in 20B22/07 revision states
corn could not have peaked in 2007 due to the price of Decembera@rodel trend
structure.) Best model forecast states it was a wentéop and trend is up into a peak
due in 2008. Best forecast suggest a 3yr business cycle péaktatcur until May
2008 the earliest. The 9yr cycle suggests a peak should notlater than end of 2008.

The timeband (period of time for cyclical or model terversal) for a long term top in
2008 favors a reoccurrence of the seasonal trend that ipealy and allows for crop
concern. With strong demand, the commodity bull mar&edlution, US weather with
La Nina potential and price within an arm’s reach of 2007 ftigs hard for me to
imagine a market without at least one weather statentill breach the 2007 high.

The models offer first but ideal opportunity for a 3yr besis cycle bottom arrived in
July or August of 2007. The previous bottom was the low of 200&.3yr cycle bottom
for 2007 was near minimum of time allowed but met ideadehcomponents such as L1
trends. And at least one long term indicator was al@sstversold as the 2005 bottom



when it turned bullish as of September 2007. This trendrpattereases confidence that
the larger trend is up at least into early 2008 if notthéogrowing season.

One should note the major resistance trend line of 20200@ which called three
important tops (trend reversals) of which two were 3Jgittess cycle tops. This line of
resistance for summer 2008 offers resistance around $4$8060 per bushel spot price.
During the seasonal and cyclical rally for 2008 there vgliminor and major
intermediate trend fluctuation. The models refer toghesnds as L1 and L2. Within the
intermediate trends there are short term trendsreeféo as L3.

The annual cycle trend which | believe is the truemsaldrend that is not restrained by
the use of the calendar year bottomed in July 2007 anddshotupeak until May 2008
the earliest. This forecast was made from July 2007 @g006 tops. The annual cycle
is not part of the CSA model. It is used as backgroundnrdton.
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A 36 Year Cycle Analog

The low and high for 2007 (Act Hi/Act Lo -see chart)dalied the average of annual low
and high price of corn for eight 36 yr cycle trends efplast 287 years. The line labeled
the Highest which is the highest line shown on thetahéibits the highest price
achieved by any of the eight 36 yr cycles. Each point eflirie was created by a specific
cycle during the time of 1720 to 2005. The line in its entihats never been achieved. It
offers insight of the possibilities for the duratidrog/n. Price of the line was calculated
with use of a rate of change study for each cyclieal pf each cycle for 1720 to 2005.
And this statistic was applied to the 2005 actual price lbnelvwvas a 36 yr cycle low.
The 36 yr cycle analog comprised from average performsuggests 2008 should be a
higher price year than the average. And that a priéa @84 per bushel would not be a
new statistic in terms of rate of change in termplase of cycle and with today’'s
dollars. With the ethanol boom, the global econoemgansion and the crude oil bull



market | would expect 2008 price performance to out perforratbege shown on the
chart.

A 1973-1974 bull market analog?

There was extreme high correlation (.90) of weeklge&lof spot corn from 1971 to 1973
compared to 2005 to 2007. If this analog were to continue2@8 a record price for
corn is at hand.

Analytical Ramblings

Since 1804 election year performance of corn offers 60#teotime the year’s close was
lower than the previous year’s close. 39% of the timeclose was higher. Price ranged
from +82% to -49% and average of -3% . From previous yesae ¢thigh of the election
year the high was higher 88% of the time. Range of ghe@ge was +92% to -17%. The
average was +22%. From close to low of election yeafalr was lower 78% of the
time. Range of price change was -49% to +7% with averbdeé®. When election year
followed a two term president performance was of 62% ofitiee the close was higher
than previous close with price change of -16% to +42% avinage of +4%. Close to
high was 75% of the time the high was higher with avechd8%.

Conclusion is that there may be a slight bullists lméth election year following a two
term president but over all the statistics offer evigewicrobust seasonal trend and a
market that has paid little attention to election ysattical development. | find that
statistics for the presidential term as more intergst

Forecast

Corn

From the 2006 annual report--The preferred forecast is dbehispot futures price to
$4.30-4.50 early 2007he price high for 2007 for my charts was $4.37.

The forecast for 2008 is for spot price to rally to $4.40 to $4.78.crop damage

were to occur, the forecast objective range may increase to laigh as $6.80
dependent upon amount of damage and emotion of the traders. Tlewn trend

from a 3yr cycle top that should also trigger 9yr and 27yr cycle topsould return
price to $3.25 to $3.00 if $4.40 is not achieved. The higher icallies over $4.40 the
more likely support will increase to $3.50 to $3.25 or higheiThese bearish price
levels would relate to a good crop of corn.

The annual bar chart showing price from 1800 offers angsiiag but tentative trend
line drawn from the 1917 and 1974 tops. Those tops were 27yr amttd{@eff cycle
tops. The Kondratieff cycle is a cycle that spans S80tgears. | find this cycle
comprises two 27yr model cycle tops and | find little evadeof a Kondratieff cycle
bottom. | do not use the Kondratieff cycle bottom asmponent of the CSA model.
This trend line when extended into 2008 offers resistarmedf4.7Q When using
trend lines by themselves one should not assume thelgvaeof the trend line to be an
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objective. Trend lines are more of a potential point togpuend to a trend —a reversal of
trend.

Corn nearby 59 (3,800.00, 4,370.00, 3,084.00, 3,890.00 -12.0000),
yearly corn’futures
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Spot futures price annual bar chart. The timeband foohéhis decade was drawn in
2005. Interesting that the high of 2007 struck the timebandnalty; | do not draw
timebands to forecast a price target. This timebarichpspened to be within the range
for the 2007 forecast.

Rich Posson, CMT
386-785-1585

www. ag-financial.com/rfpco
rfpco @ag-financical.com

Past results are not necessarily indicative of futesalts.
This document is presented for informational purpose only.
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