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KEY TAKEAWAYS

Preliminary data show that the palladium mine supply 
increased by 0.3 MOz in 2019 on the back of the pipeline 
stocks processing in South Africa, improved Nornickel’s 
performance, and growing scrap collection worldwide. 

Palladium demand was stronger in 2019 than a year ago 
(+0.1 MOz), but the growth pace lost its steam as a result of 
weaker than expected automotive sales in major markets 
and especially in China. At the same time, the increase in 
PGM loadings per vehicle caused by the introduction of the 
new stages of environmental legislation was able to offset 
the negative impact of the automotive market slowdown.  

Next year, we forecast a more significant market deficit as 
a result of the further demand acceleration driven by the 
continuing loadings growth and an expected moderate 
recovery of the automotive market while the supply 
growth is going to be slower. It is anticipated that 
palladium production will stay behind consumption until 
2025, but eventually, the market will be balanced with the 
new mine projects as well as growing scrap recycling. 

Palladium substitution with platinum or rear earth 
elements, although being actively communicated by some 
of the market participants, is still regarded as a long-term 
prospect having a limited impact on the mid-term market 
balance. 

Palladium 2019 2020E 

Demand excl. 
investment 

+0.1 MOz 
+1% 

+0.4 MOz 
+4% 

Supply excl. stocks sales 
+0.4 MOz 

+4% 
+0.3 MOz 

+3% 

Platinum supply recovered in 2019 after a 2018 decrease 
primarily due to growing production in South Africa.  
Recovering platinum price, weak rand and higher credits 
for palladium and minor PGMs made most mines profitable 
in rand terms delaying announced shafts’ closures. 
Moreover, the work-in-progress material accumulated in 
2018 was also delivered to the market this year, pushing 
the output higher. The risk of labour unrest did not 
materialize and did not impact the production numbers, 
although it heated up investors’ attention to the metal.   

Industrial demand was weaker than expected as the effect 
of decreasing diesel markets in Europe and India was 
strengthened by the overall decline in automotive sales. 
The offtake in other industries was flat as the continuing 
decline in jewellery was offset by some growth in chemical 
and other applications.   

Nevertheless, the surplus of production was fully absorbed 
by investment demand spurred by lower than the historical 
averages price levels moving the market to the deficit. 

Next year, we expect a moderate market surplus (excluding 
investment demand) on the back of lower South African 
production and only a modest recovery of demand, 
however, these volumes can be absorbed by investors.  

 

 Platinum 2019 2020E 

Demand excl. 
investment 

-0.2 MOz 
-2% 

+0.1 MOz 
+1% 

Supply excl. stocks sales 
+0.3 MOz 

+4% 
-0.1 MOz 

-2% 

MARKET BALANCE 

 

This year, we see another year of deficit in the palladium 
market, albeit lower than our previous report has 
suggested, following worse than expected automotive 
production (- 0.2 MOz), partly offset by lower than 
previously expected production, both primary and 
secondary (-0.1 MOz). 

This year the deficit was covered by the outflow from ETFs’ 
(- 0.1 MOz YTD) and additional liquidity provided by Global 
Palladium Fund (GPF), which becomes more important in 
filling the gap between consumption and production. In 
2017-2018, GPF delivered more than 1 MOz of palladium in 
excess of the Company’s current production. This year the 
Fund is continuing its operation to bridge the deficit in the 
mid-term supplying 0.3-0.5 MOz of palladium. 

The deficit is going to become more substantial in 2020 on 
the back of anticipated automotive market recovery and 
the emissions’ legislation tightening that pushes 
consumption up at a faster pace than the incremental 
increases in production. 

The platinum market is expected to be record deficit this 
year for the first time since 2016 thanks to growing ETF 
holdings. Although platinum production is growing faster 
than consumption, the excess amount of metal is absorbed 
by the investment demand.  

For the next year, our forecast of a minor surplus remains, 
however if the investor demand remains strong, we might 
see a well-balanced market or even a deficit. 

 

 

 

Platinum balance includes investment and movement of stocks 

Source: Company data
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MARKET SENTIMENT

The spectacular rally of palladium prices continued this 
year. Since our previous report in May, the palladium 
quotes reached the new all-time record of $1800/oz, 
increasing the premium over platinum to nearly 100%. 

The fundamental reasons for that are well known: the 
analysts’ consensus view is that the palladium market will 
maintain a large deficit at least until approximately 2025 
while platinum is expected to be in mild surplus. Albeit 
being opaque, palladium above-ground stocks, or at the 
very least their price-elastic part, appear to be close to 
depletion while, in contrast, investors have accumulated 
platinum inventories. Global platinum production has not 
been susceptible to lower prices (compared with 2018, 
primary platinum production in South Africa is expected to 
increase by 5% in 2019) as weak Rand and higher credits for 
by-products such as palladium and minor PGMs support 
most of the South African mines in Rand terms, delaying 
announced shafts’ closures. Secondary production shows 
no response to lower platinum prices as old car scrappage 
does not depend on the current PGM prices. 

The palladium market shifted into backwardation in May 
2017, supporting the argument that there was a lack of 
metal available in the spot market (the tightest market 
conditions were seen in June 2017, August 2018, and 
especially in December 2018 – January 2019 when the 
metal availability was extremely low). We believe that the 
market tightness and backwardation were triggered by 
scarce ingots availability, which had been caused by several 
factors. 

Firstly, out of all the variety of palladium products, only 
ingots are traded on the financial market (other products 
are priced at a premium/discount to ingots) and thus the 
metal price is primarily determined by the supply-demand 
balance of this particular palladium product. 

Secondly, ingots stocks are now exhausted as their 
production has been very limited in recent years and the 
previously accumulated stocks were consumed during the 
earlier years of deficit. 90% of palladium is currently 
produced and consumed in a sponge form and the only 
sources of ingots are the above-ground stocks originating 
from the Soviet era and ETFs' liquidation plus some very 
small portion of the current production. 

 

Source: Bloomberg 

Source: IHS 

Also, the demand for ingots in China is high, spurred by the 
growing automotive market in 2017 and the roll-out of 
China 6 emission standards in 2018-2019. This year, 
palladium import to China & Hong Kong grew by 8% YoY 
in January-September. Chinese customers prefer ingots to 
sponge as ingots' quality can be easily ascertained at each 
step of the supply chain from a producer to a Hong Kong 
trader and eventually to a refiner in the mainland China and 
a final user.  

Low ingots availability was the primary reason for the lease 
rates spikes seen in 2018 and early 2019, but during spring-
summer this year, the lease rates went down. We link this 
with the fact that refineries started conversion of palladium 
sponge into ingots to satisfy the demand from China. The 
new scheme became viable only now when sponge 
discounts began to be sustainable and high enough ($7-
8/oz) to cover the conversion costs. We are hearing from 
the traders that currently, physical demand is very 
significant and all sponge, which is being converted to 
ingot, is going directly to Asia, away from London and 
Zurich vaults. 

Closer to the year-end, we witnessed a price rally 
acceleration while the lease rates were, although elevated, 
significantly lower than at the end of 2018. We believe that 
the market is still fundamentally undersupplied. According 
to trade statistics, 7 tonnes of palladium left London and 
Zurich vaults in January-August this year, 75% up from the 
same period of 2018. 

As an additional indicator, it can be mentioned that a 
relatively low level of speculative positions shows that the 
rally was primarily driven by physical market tightness. 
Speculative net-long positions in NYMEX remained 
between 1 – 1.3 MOz for the most of 2019, which are much 
lower than the figures seen in the beginning of 2018 (2.7 
MOz). 

Platinum price was edging higher in 2019 backed by a 
significant increase in investment demand (ETFs gained 
more than 1 MOz YTD) pushing supply/demand balance 
into a deficit. At the same time, the Fed’s decision to revise 
monetary policy and cut rates was also supportive to all 
precious metals, especially gold and platinum.  
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Speculative investors have also changed their attitude 
towards platinum as they noticeably decreased NYMEX 
shorts from 2.5 MOz in late January to less than 1 MOz by 
the end of October while long positions increased by 0.2 
MOz pushing net-longs to 2.4 MOz – the highest number in 
one and a half years.  

These developments illustrate that investors believe that 
weak fundamentals are already reflected in the price and 
the chances for the upside are rising. On the other hand, 
without strong fundamental support and on the back of 
accelerating decline in diesel market, investors may 
change their view quickly, which in the end could hurt the 
market.

 

GLOBAL PGM DEMAND 

AUTOMOTIVE 

Total automotive production decreased by 6% in 9 
months of 2019 primarily as a result of the Chinese market 
slowdown, which fell by 10% Y-o-Y.  

 
Source: Refinifiv, Automotive associations 

China. In the beginning of 2019, there was a wide-spread 
expectation that the automotive market in China could 
improve in the second half of the year, after the turmoil 
caused by the introduction of China 6 emission legislation 
calmed down, but the latest results show that the market 
is still struggling to grow.   

Despite the announcements (which have already been 
circulating for a while) that the trade deal with the US can 
be reached shortly, our sources in China see that the 
general public treats this conflict as a long-term 
confrontation between two nations with an uncertain 
outcome. This perception is making Chinese citizens more 
careful in their purchases and pushing them to reduce their 
expenses in favour of higher savings.  

At the same time, the measures of automotive market 
support implemented by the Chinese government are 
viewed as inadequate to the challenges the industry has 
been facing. Despite the calls from the local market players, 
authorities did neither apply lower sales tax rates for 
vehicle sales nor abandon licence plate restrictions in big 
cities. 

A reform of VAT, which was expected to reduce the tax 
burden, and other measures to bring down the cost of 
borrowing and support private sector and car sales had had 
a small impact on auto sales so far. However, these 
macroeconomic measures may transform into higher 
consumer confidence next year and support the market. 
Also car inventories currently are extremely low in China. 

In the US, automotive sales have been relatively stable this 
year (-1% Y-o-Y in January-September) reflecting the fact 
that the American market has reached its saturation 
following the period of recovery after the financial crisis of 
2008. 

Current vehicle sales numbers look sustainable, taking into 
account the healthy macroeconomic indices seen at the 
moment. Strong labour market, wage growth, and 
improving consumer sentiment indicate that the US 
automotive market is not facing any significant headwinds. 
Moreover, the Fed’s dovish decision to reduce rates 
provides additional support to the economy making loans 
cheaper and car leasing more affordable. 

The EU car sales decreased by 1% in Q1-Q3 2019, and the 
regional automakers association and other analysts expect 
that the year-end result will also be close to this number. 
Among the reasons for the lower sales experts name slower 
growth and business concerns over Brexit.  

The weakening automotive market may partly reflect 
growing nervousness among European households about 
committing to a big-ticket purchase in the uncertain 
economic environment. In their autumn report, IMF 
warned that Europe was facing “a protracted period of 
subdued growth … in the context of high uncertainty”. This 
is overlapping with the feeling that the car cycle is getting 
mature in Europe and consumer sentiment is off its cyclical 
peak.  

The Indian market was the weakest large market this year 
with a 15% decline in sales in January-September 2019.   

The slowdown is caused by the weakening economic 
growth, liquidity crunch, brought by several non-banking 
financial firms' collapse, and the issues around Bharat 6 
introduction, which will be enforced from 2020. 
Automakers are already struggling to comply with the new 
environmental limits, which have prompted a surge of 
vehicle prices and depressed the car sales.  

The most painful blow has been recorded in the diesel 
market. Small and relatively cheap diesel engines, which 
have been popular in the country, cannot meet the new 
environmental requirements, and their upgrade is way too 
expensive for the automakers forcing them to abandon 
their production. Maruti Suzuki, India's largest car 
company, has announced an end to the sales of their diesel 
cars (fitted with up to 1.3 litre diesel engines) from the next 
year as it anticipates the demand to taper off because the 
cost to meet the new emission rules would widen their 
price difference with the gasoline-run vehicles, especially in 
mass segments where the company operates in. 

Japanese car market was the only one which has been 
showing growth this year (+3%) driven by the   
consumption tax increase from October 2019.  

PGM consumption in automotive industry in 2019. Our 
previous report in May was based on the assumption that 
global automotive production could grow by 1% this year, 
which turned out to be optimistic. Taking into account the 
results of the first three quarters, we are now downgrading 
our estimate of palladium consumption in the automotive 
industry by -0.35 MOz to 8.8 MOz in 2019, but it is still +1% 
Y-o-Y. The growth in palladium offtake was achieved due 

0 10 20

Others

India

Japan

Europe

N. America

China

Automotive sales in Q1-Q3 2019 vs 2018

Jan-Sep 2019 Jan-Sep 2018

-10%

+3%

-2%

-2%

-12%

million

-7%



  
 

5 
 

to increasing metal loadings as a result of tighter emission 
regulations, which more than offset worse than expected 
global automotive production numbers. 

Our estimate of automotive demand for platinum is also 
revised by -0.2 MOz to 3.0 MOz in 2019 (-5% Y-o-Y) as 
diesel markets in Europe and especially in India continue to 
experience downward pressure. 

Diesel market is experiencing a significant headwind this 
year. According to the LMC Automotive data, the diesel 
ratio of new car sales in Western Europe fell to 29% in 
September 2019 (in comparison with 33% a year ago). The 
average share in January-September was only 32% (vs 37% 
in the same period of 2018) which is equal to a sales 
reduction by 600 thousand diesel vehicles, with the most 
significant drop in Italy, UK, Spain, and France. The only 
country where the diesel ratio went up was Germany. 

In India, the second biggest diesel market, the share of 
diesel cars in total car sales fell to 14% in Q2 2019 from the 
peak of 47% scaled seven years ago, reflecting the shift in 
consumer preference amid uncertainty over diesel vehicles 
in the wake of growing environmental concerns and the 
government’s push for cleaner fuels ahead of the 
implementation of Bharat 6 emission norms by 2020.  

Automotive PGM demand in 2020 is expected to grow with 
a higher pace than in 2019 as a result of a moderate 
recovery in automotive production and, most importantly, 
due to the increase in PGM loadings per vehicle as a 
consequence of the environmental regulation tightening 
around the globe.  

In China, despite all the uncertainties, we expect that the 
automotive market should adapt to the new economic 
environment and customers will come back to the 
dealerships. We expect that the Chinese market will grow 
by 4% next year, making 2020 sales stronger than in 2019, 
but still lower than the numbers reached in 2018. 
Furthermore, the base effect from destocking in H1 2019,  
triggered by China 6 introduction, will positively impact 
automotive production numbers in H1 2020. 

Palladium loadings are expected to grow by +15...+20% in 
light-duty gasoline vehicles in China in 2019. Next year is 

going to be the first full year when China 6 will be 
implemented in the most populous provinces of the 
country, resulting in +5…+7% additional increase of 
palladium loadings in gasoline vehicles and +7…+10% of 
platinum loadings in diesel vehicles (although their market 
share is not that significant here). 

Moreover, implementation of China VI regulation for 
heavy-duty vehicles, which was postponed till the next year, 
will also have a significant positive impact on the Chinese 
PGM demand affecting not only platinum (which loadings 
are expected to triple) but palladium as well (+10…+15% Y-
o-Y). 

In the US, we expect flat automotive sales, however the 
market would be largely impacted by the Fed’s policy and 
overall macroeconomic conditions. The ongoing 
introduction of Tier 3 regulation is likely to push loadings by 
+1…+3% next year while by 2025, automakers will need to 
increase palladium loadings by over 40% vs the current 
averages in order to meet final Bin30 requirements.  

As for platinum, we do not expect any significant loadings 
changes in the country next year so far, as automakers in 
this market prefer to use palladium even in diesel vehicles 
to meet the new environmental requirements and the shift 
back to platinum would take another 1-2 years. 

In Europe, vehicle sales are expected to rebound to 2018 
levels next year, although subject to the outcome of 
negotiations on Brexit, but in any case the continuing 
implementation of Euro 6d regulation including WLTP and 
RDE testing will result in +3…+5% growth in palladium 
loadings in gasoline vehicles while platinum loadings are 
expected to stay relatively flat. As a part of the final stage 
of Euro 6d, RDE NOx conformity factor (CF) of 2.1 was set 
starting from September 2019 for all new vehicles. From 
January 2020, it will be reduced from 2.1 to 1.5 for the new 
models, while from January 2021 CF=1.5 will become a 
standard for all new vehicles. Although the NOx emission 
requirement for gasoline engines remains unchanged at 
0.06 g/km, the RDE testing procedure and reducing 
conformity factor are expected to put pressure on the 
manufacturers to meet the restrictions and increase 
loadings. 

Source: TransportPolicy.net 
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Indian market is expected to remain under pressure next 
year (-1%), but we still forecast PGM offtake to grow in this 
country as Bharat 6 introduction scheduled for 2020 will 
result in +5…+7% growth in both palladium and platinum 
loadings in gasoline and diesel light-duty vehicles 
respectively next year. 

In Japan, we anticipate lower sales in 2020 (-4% Y-o-Y) as, 
after the rush demand in 2019 caused by tax hike in 
October, next year is going to be less buoyant. At the same 
time, Japan is the only region where we do not see any 
significant increase in PGM loading in light vehicles next 
year as there are no new environmental regulations coming 
into force in this country. In these circumstances, some 
automakers may conduct loading thrifting actions, 
especially taking into account that Japanese automakers 
historically tend to load more PGMs to the car catalyst with 
comparable characteristics than their European or 
American peers. 

Globally, the global automotive production is expected to 
grow by 2% next year, which is in line with the LMC 
Automotive forecast. Considering the growing loadings 
per vehicle, we are forecasting palladium demand in the 
automotive industry to grow by 0.45 MOz (or 5%) to 9.3 
MOz.  

Platinum consumption in the automotive industry is 
expected to stay flat at 3 MOz primarily on the back of 
continuing weakness in European diesel market and a 
significant decrease in diesel-powered vehicles production 
in India from 1.2 million in 2019 to only 0.8 million next year 
primarily backed by the decision of Maruti Suzuki to end 
their diesel cars production from next year. 

Palladium substitution with platinum, which some players 
are speculating about, is quite challenging technically as 
well as capital- and time-intensive. So far, we do not see 
any signs that substantial substitution could be coming in 
the mid- term as metals are not entirely interchangeable1.  

Our regular communication with the OEMs and fabricators 
reveals that currently, automakers are focused on meeting 
new tighter emission legislation and RDE testing, and they 
do not have enough resources to conduct new catalyst 
formulation testing. The introduction of RDE testing has 
raised concerns over non-compliance, so automotive 
producers want to be absolutely sure that the catalytic 
system is robust enough before they make a change. 

However, fabricators admit that technically, it is possible to 
replace palladium in, firstly, palladium-rich diesel catalysts, 
which are widely used in North America, and, secondly, in 
gasoline catalysts albeit fractionally; but more 
development work is still needed to match the 
performance of the existing Pd-Rh systems. Moreover, 
only a portion of palladium can be substituted in the close-
coupled gasoline convertors, which account for 
approximately ~70% of PGM content as platinum sinters in 
high-temperature environment. The weight substitution 
ratio is not determined yet.  At the same time, according to 
the newest data, fabricators are testing a new solution 
which will make it possible to reduce palladium loadings 
without additional use of other PGMs but using extra 
amounts of rear earth elements instead. However, this new 

                                                                                 
1 See our April 2018 and November 2018 report for a detailed review of 
palladium and platinum catalytic features in contemporary engines. 
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catalyst seems not to be feasible for all types of vehicles 
(for instance, the reduction of palladium content would not 
work for smaller engines in Europe operating at very high 
temperatures), and its introduction will ease palladium 
market tightness only partially and only after 3-5 years 
when a new formulation is certified and applied among 
new models.  

CHEMICALS 

After a very strong 2018, this year we witness a slower 
purified terephthalic acid capacity expansion, which makes 
the demand for palladium in the chemical industry lower by 
-11% to 0.5 MOz. The next year, palladium offtake is going 
to rebound by 4% as it is expected to be spurred by the 
launch of new mono-ethylene glycol capacities in China. 

Platinum demand in the chemical industry is robust this 
year, reaching 0.6 MOz (+15%) on the back of the new 
paraxylene and propane dehydrogenation plants launches 
in the PRC. This industry’s consumption is driven mostly by 
the Chinese efforts to achieve domestic self-sufficiency in 
basic chemicals. We see a little downward correction (-4%) 
the next year: as the plants expansion will slow down, so 
will chemical demand. 

ELECTRONICS 

Consumption of palladium in electronics is going to 
decrease by 1% this year to 0.8 MOz on the back of the 
price-elastic substitution with less expensive materials 
(primarily nickel), which was triggered by the palladium 
price rally. Despite the ongoing thrifting and substitution, 
palladium demand in medical, military and aerospace 
applications, where reliability is more important than cost 
reduction, should remain healthy. At the same time, 
broadly flat global consumer electronic sales failed to 
provide any support.  

Producers of palladium-silver paste, which is used in MLCC, 
are talking about a decrease in purchases by electronic 
companies last year. The probable reason is that industrial 
consumers have decided to use previously accumulated 
stocks of palladium-containing products instead of buying 
palladium at elevated prices.  

Palladium use in contacts’ production is not so price-elastic. 
The contacts are made not by alloying, but by plating; and 
the number of layers may be up to five or even higher. The 
selection of metals used in each layer is determined by the 
requirements for resistance and conductivity and one 
metal cannot be easily substituted with another.  

Taking into account the ongoing substitution, we forecast 
palladium offtake in the electronic industry to decrease by 
-4% next year. If sustained over a longer period, palladium 
being at a premium to gold may encourage manufacturers 
to switch to gold in some products, accelerating the 
decrease. Yet, palladium is more wear-resistant – the 
quality, which is valuable in contacts production, therefore 
we see the room for the substitution as limited. In the 
longer run, the widespread use of autonomous vehicles 
with a large number of sensors and the internet of things 
can lead to an increased consumption of palladium by the 
electronics industry. 

This year, we forecast platinum demand in the electronics 
to be broadly steady at 0.27 MOz. Although a portion of 
HDD is going to be substituted by platinum-free SSD, 

which become more affordable for mass-market devices, 
the total platinum offtake for HDDs will continue growing 
to meet the storage capacity demands of big data trends.  

JEWELLERY 

Palladium is used in jewellery in white gold alloys, as well 
as in pure form - for example, in wedding bands. The use of 
palladium by the jewellery industry continued to decline in 
2019 (-4% to 0.22 MOz), which was primarily due to the 
decline in demand for jewellery in China amid a general 
slowdown in consumption.  

In the face of insufficient marketing support, palladium was 
often perceived as a cheaper alternative to platinum, 
especially for men's wedding bands. In the current 
conditions when palladium is traded at a premium to 
platinum (on average, 73% in 2019 YTD), this demand 
segment is under pressure.  

As for 2020, the palladium use in jewellery is likely to stay 
flat, although there is a risk of substitution with platinum, 
karat gold, silver, and alloys with non-precious metals. 

Jewellery is the second most important industry for 
platinum consumption, which accounts for a third of the 
metal’s offtake. Platinum use by this industry decreased by 
-2% to 2.3 MOz in 2019, exacerbating the trend established 
over the recent years. The reason for this is, primarily, the 
decline in sales of jewellery in China (-10% this year), 
caused by consumers’ switching to other forms of 
investment, and falling demand for luxury goods amid 
fears about the sustainability of the country's economic 
growth. Platinum jewellery in this market is experiencing 
increased competition from gold. However, in other major 
markets, platinum jewellery is growing this year (India 
(+8%), Japan (+1%), USA (+9%), and Europe (+8%)), partly 
offsetting the decline in China. 

Next year, platinum demand in jewellery sector is expected 
to stabilise. The consumption in China, the largest market, 
is still under pressure, while the Indian and Western 
markets are counterbalancing the decline, but the global 
outcome still depends on the consumers’ sentiment in 
China and how deep the decline of the Chinese market will 
be.  

MEDICAL 

Palladium use in medical applications is experiencing 
thrifting and substitution. In Japan, the largest market for 
palladium-based dentistry, the state-governed insurance 
program has started covering ceramic materials usage in 
rear teeth prosthetics, putting downward pressure on 
palladium consumption in the industry. This year, 
palladium use in this industry is expected to decrease by 10% 
to 0.3 MOz and the same trend is expected to continue in 
2020. 

Platinum use in medical application is steadily growing 
along with the introduction of high-tech treatment 
technics into common medical practice. This year, the 
platinum offtake in this industry is going to increase by 1% 
to 0.2 MOz. Next year, we expect some growth rate 
acceleration to +5% Y-o-Y. 

GLASS INDUSTRY 

Platinum in the glass industry is used for the production of 
fibreglass, optical glass, and display crystals. The metal 
offtake grew exceptionally last year (+27% to 0.47 MOz), 
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but this year and in 2020 we expect some negative 
correction by -7% and -2% respectively due to a slower 
production capacities expansion. It is still leaving the 
numbers above the multi-year averages though. 

Platinum, together with rhodium, is also used in glass-
melting devices, which are employed in the production of 

liquid crystals for the electronic devices’ screen displays. A 
significant growth of the consumer electronics market has 
led to the launch of new screen displays’ capacities in Asia 
in recent years. It is expected that the growing premium of 
rhodium over platinum may force the manufacturers of 
glass-melting machines to substitute rhodium with 
platinum, stimulating demand for the latter.  

 

GLOBAL PGM SUPPLY 

In 2019, primary refined palladium and platinum output is 
going to grow by 4% and 3% to 7.1 and 6.4 MOz 
respectively. Next year, primary refined palladium 
production is likely to continue growing by 2% each to 7.3 
MOz while platinum production is expected to decrease by 
2% to 6.2 MOz. 

RUSSIA 

In 2019, the Russian Federation, the world’s largest 
producer of palladium, is expected to record a 3% growth 
in the refined metal output to 2.7 MOz – the highest figure 
since 2007. 

The increase of PGMs output is primarily attributed to the 
improved Nornickel’s performance caused by the release 
of work-in-progress inventory at the refinery and higher 
PGM content in the Russian feed. 

Russia’s platinum production is going to be flat this year 
owing to the falling production at the alluvial deposits in 
the Far East region. Russian Platinum, the third-largest 
PGM miner in the country, produced only 6 koz of platinum 
in the first nine months of the year, but just four years ago 
they used to produce over 120 koz. The company’s main 
operation asset Kondor project has inferred resources of 
4.4 MOz of platinum and 1 MOz of palladium, but it 
requires $100 million investment in order to start mining. 

Palladium production in Russia is expected to expand by +1% 
in 2020 as a result of operating efficiency gains at the 
existing Nornickel’s sites. At the same time, platinum 
production is expected to contract by 1%, as the higher 
output by Nornickel will be offset by a production decline 
at other Russian platinum producers. 

Nornickel is holding a Strategy day in November 2019 
where the Company will share its plans on the 
development of South Cluster and Talnakh expansion.  

A significant piece of news in the Russian PGM market 
since our previous report has been the announcement by 
Polymetal that they have updated the JORC-compliant 
mineral resource at its Viksha platinum group metals 
deposit in Russia to 5.7 MOz of palladium equivalent. 
Measured and indicated resources now stand at 107 Mt at 
1.1 g/t containing 3.7 MOz of palladium equivalent. 
According to Polymetal’s CEO Vitaly Nesis, the company 
plans to finalize a feasibility study and a reserve estimate 
for the Viksha deposit in the first half of 2021. 

SOUTH AFRICA 

This year, palladium and platinum production in South 
Africa is forecasted to increase by +9% and +5% 
respectively as the accumulated work-in-progress material 
will be processed and sold. The macroeconomic 
environment also supports the production growth – 
recovering platinum prices, weaker rand, and higher 

credits from minor PGMs inflate the PGM basket price in 
the local currency making even the worst-performing 
projects, which has been previously set for closure, 
profitable. Given the current basket price, we see that 
every operating mine in the country is making money – the 
outcome that was hardly imaginable two years ago.  
Moreover, the operating margins of a number of projects 
(Two Rivers, Booysendal, Zimplats, Mimosa, and 
Mogalakwena) is above 30%, which may incentivize miners 
to expand production. 

The industry was not disrupted by a strike, the risk of which 
was in the air for almost entire year, but in the end it hasn't 
materialize (although the possibility of trade action still 
remains). We can say that this year, the risk of a strike 
played rather a positive role, supporting metal prices. 

The only major hurdle for South African companies this 
year was Eskom's rolling blackouts. At the beginning of the 
year, they led to significant disruptions in the work of 
smelting and refining conversions. Although in the second 
half of the year, the electricity supply improved, the risk of 
power outages still remains. This is happening against the 
backdrop of the electricity tariffs increase, which led to a 
significant growth in mining costs. Anglo American CEO 
called Eskom performance the major risk to its operations 
in the country. 

Nevertheless, 2019 is going to be a good year for South 
African miners. While the largest PGM producer in the 
region, Anglo American Platinum, is officially expecting a 
lower metal output this year (as a result of the termination 
of the offtake agreement with Sibanye-Stillwater on 
Rustenburg feed), the solid production results of the first 
three quarters (refined palladium output grew by 8% Y-o-
Y) backed by growing own production and feed purchases, 
give reason to say that the guidance will be overreached. 
The company is not expecting any significant headwinds in 
the final quarter, however if there are any prolonged 
periods of Eskom load-shedding, full year production 
guidance could be impacted.   

Sibanye-Stillwater is planning to mine 1.0 – 1.1 MOz of 
PGMs in South Africa this year, excluding Marikana, which 
takeover was successfully completed in June. According to 
the company, favourable market environment provides an 
opportunity to review the list of Marikana shafts previously 
put for closure, reducing the initially anticipated 12,500 
jobs losses. Sibanye-Stillwater is currently investigating 
the consolidation synergies, but it is already evident that 
the acquisition of Lonmin would provide the resources to 
start internal processing of a significant portion of the 
produced concentrate giving the company an opportunity 
to market the refined metal itself.  

Northam Platinum increased mined PGM production by 11% 
in H1 2019 and targeting to grow the output by more than 
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70% by 2022. Booysendal output is expected to grow by 40% 
in 2019. The company is investing in reserve development 
at Zondereinde where production is expected to grow by 5% 
this year. Eland mine will begin production in the next 12 
months, and is projected to produce 4 koz Pt in 2020, rising 
to 20 koz by 2022. 

Impala Platinum is the only company in the region reducing 
refined production this year, mostly as a result of 
bottlenecks in smelting (Zimplats smelter and 
Rustenburg’s acid plant were put on scheduled 
maintenance) impacting refined production (palladium 
output decreased by 7% Y-o-Y in January-September) and 
resulting in a build-up in concentrate stocks, which, we 
assume, will be processed next year. Despite that, the 
growing metal prices allowed the company to report profit 
for the 2019 financial year (ended in June).  

Growing revenues incentivised a new wave of acquisitions 
in the region. Anglo Platinum purchased neighboring to 
Mogalakwena Kwanda field, giving the company 
additional new opportunities in expansion of its largest 
project.  

Impala Platinum decided to follow the footsteps of 
Sibanye-Stillwater and announced the plats to acquire 
Canadian PGM producer NAP in order to diversify its metal 
basket. Also the company signalled that it is interested in a 
merger with Royal Bafokeng Platinum (RBPlat) and also 
actively studying two other potential opportunities. 
Another project, which is expected to become the new 
point of growth for Implats – Waterberg – completed a 
definitive feasibility study, which set the production target 
of 400koz 4E pa (60% of which palladium) with the 
production start scheduled for 2024. 

Talking about the next year, in our base-case scenario, we 
expect palladium and platinum production is South Africa 
to decrease by 2% and 5% to 2.6 MOz and 4.5 MOz, which 
will be a return to normal levels after the processing of 
accumulated work-in-progress materials. On the other 
hand, giving the incentivizing basket price, there is a 
possibility that miners will try to increase output to benefit 
from the favourable market conditions.  

ZIMBABWE 

In Zimbabwe, palladium and platinum output is expected 
to be lower by 6% and 3% to 0.4 MOz and 0.5 MOz 
respectively.  

In the mid-term, production in this country will not undergo 
any significant changes as the existing players are not 
willing to expand their projects while the newcomers (like 
Darwendale, Karo) are struggling with fund raising – a 
difficult task until the political climate improves. However, 
it seems that the government is breaking the ice for some 
changes. This year, the authorities announced that they 
would scrap the indigenisation law, under which the 
foreign companies’ ownership of Zimbabwean operations 
was restricted to 49% only. There also are some plans to 
review the mining taxes to make them more competitive.  

NORTH AMERICA 

Production of primary refined palladium and platinum in 
Canada is going to decrease by 5% and 4% Y-o-Y 
respectively this year, predominantly as a result of lower 
Vale Sudbury production (-28% Y-o-Y in January-

September 2019 due to smelter stoppages and the 
depletion of the resource base). Glencore Sudbury has 
managed to sustain the production volumes on the same 
levels due to increased processing of third-party materials, 
while their own production declined.  

Palladium and platinum output in the United States is 
going to increase by 11% respectively this year following 
the launch of the Sibanye-Stillwater’s Blitz project, but this 
numbers can be revised after the latest announcement by 
Sibanye-Stillwater that the company has reduced its mined 
output forecast due to the challenging ground conditions 
at Blitz and the fall of grounds stoppages experienced 
year–to-date.  

In 2020, North American PGM production is going to 
expand by 7% backed by the Blitz mine ramp up as well as 
the NAP’s Lac des Iles expansion. 

RECYCLING 

The long-term growth of palladium recycling from the 
automotive catalysts is driven by higher metal loadings in 
vehicles as well as growing vehicles production. The 
greatest growth is expected in China where the catalyst 
recycling market is still underdeveloped but is forecast to 
overtake the Japanese and European markets by 2030. 

Currently, we see that Euro 4 and Tier 2 vehicles with higher 
loadings are coming into the scrapyards and the high steel 
scrap prices as well as the increased PGM basket price are 
incentivising the recyclers to increase collection.  

In 2019, the production of recycled palladium and platinum 
is going to increase by +5%. The strong recycling growth 
has led to backlogs in smelting and refining. In our 
communication with major recyclers, we hear that many of 
them are considering a production capacities expansion.  

The lack of refining capacities caused by stoppages at JM 
and Umicore plants as well as Vale Acton closure in 2018 
force recyclers to search for new partners abroad, 
sometimes in different regions.  

In our previous reports we discussed the impact of the SiC-
based catalysts' introduction. According to the latest 
information we collected from the market, the issue with 
SiC-based catalysts is not affecting North American 
recyclers seriously as SiC-based catalysts' share here is only 
2-4%. This type of convertors can be relatively easily 
recognized by colour and weight and all their employees 
are trained to separate them before smelting. In Europe, 
SiC-based catalyst share is much higher and continues to 
grow and many local players are struggling with their 
processing. Globally, SiC-based catalysts share is expected 
to grow to >30% by 2025. 

Next year, palladium and platinum recycling is expected to 
grow at a slower pace (+4% and +2% respectively Y-o-Y) as 
a result of the high base and the current lack of spare 
smelting and refining capacities. A new type of tantalum-
based catalysts, which were recently introduced for heavy 
duty vehicles, can pose additional threats for recyclers in 
the future, as their melting temperature is even higher than 
that of the SiC-based catalysts. 
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DISCLAIMER 

 
The information contained herein has been prepared using information 
available to PJSC MMC Norilsk Nickel (“Norilsk Nickel” or “Nornickel” or “NN”) 
at the time of preparation of the report. External or other factors may have 
impacted on the business of Norilsk Nickel and the content of this report, since 
its preparation. In addition, all relevant information about Norilsk Nickel may 
not be included in this report. No representation or warranty, expressed or 
implied, is made as to the accuracy, completeness or reliability of the 
information. 

Any forward-looking information herein has been prepared on the basis of a 
number of assumptions which may prove to be incorrect. Forward looking 
statements, by the nature, involve risk and uncertainty and Norilsk Nickel 
cautions that actual results may differ materially from those expressed or 
implied in such statements. Reference should be made to the most recent 
Annual Report for a description of major risk factors. There may be other 
factors, both known and unknown to Norilsk Nickel, which may have an impact 
on its performance. This report should not be relied upon as a recommendation 
or forecast by Norilsk Nickel. Norilsk Nickel does not undertake an obligation 
to release any revision to the statements contained in this report. 

The information contained in this report shall not be deemed to be any form of 
commitment on the part of Norilsk Nickel in relation to any matters contained, 
or referred to, in this report. Norilsk Nickel expressly disclaims any liability 
whatsoever for any loss howsoever arising from or in reliance upon the 
contents of this report. 

Certain market information and other statements in this report regarding the 
industry in which Norilsk Nickel operates and the position of Norilsk Nickel 
relative to its competitors are based upon information made publicly available 
by other metals and mining companies or obtained from trade and business 
organizations and associations. Such information and statements have not 
been verified by any independent sources, and measures of the financial or 
operating performance of Norilsk Nickel’s competitors used in evaluating 
comparative positions may have been calculated in a different manner to the 
corresponding measures employed by Norilsk Nickel. 

This report does not constitute or form part of any advertisement of securities, 
any offer or invitation to sell or issue or any solicitation of any offer to purchase 
or subscribe for, any shares in Norilsk Nickel, nor shall it or any part of it nor the 
fact of its presentation or distribution form the basis of, or be relied on in 

connection with, any contract or investment decision.

 

 

 

GLOSSARY OF TERMS 

 

Abbreviation Term 

CEO Chief executive officer 

CF Conformity factor 

ETF(s)  Exchange-traded funds 

HC Hydrocarbons 

HDD Hard disk drive 

JORC Joint Ore Reserves Committee 

kOz  Thousand troy ounces 

MLCC Multilayer ceramic capacitor 

MOz  Million troy ounces 

NAP North American Palladium 

NMHC Non-methane hydrocarbons 

NYMEX  New York Mercantile Exchange 

OEMs  Original equipment manufacturers 

oz Troy ounce 

PGM(s)  Platinum group metals 

RDE  Real driving emissions test 

SiC Silicon carbide 

SDD Solid-state drive 

VAT  Value-added tax 

WLTC  Worldwide harmonized Light vehicles Test Procedure 

YoY Year over year 

YTD Year-to-date 

$ US Dollar 

 



 

Tom Kendall 

 thomas.kendall@icbcstandard.com 

 
 
 

www.icbcstandard.com 
 

 
 

  

17 November 2019 

C
o

m
m

o
d

it
ie

s 
| 
S

tr
a

te
g

y 

G
lo

b
a

l 

This is a marketing communication which has been prepared by a trader, sales person or analyst of ICBC Standard Bank Plc or its affiliates and is provided for informational purposes only. It is 
not an offer or solicitation to buy or sell any security, commodity or other financial instrument, or to participate in any particular trading strategy. ICBC Standard Bank or its affiliates may from 
time to time have long or short positions in financial instruments referred to in this material. The material does not constitute, nor should it be regarded as, investment research. 

 
 

Macro Drivers and  

Financial Flows 

 

 



  

  

ICBC Standard Bank | Global 
 

  

 12 

 

Macro drivers and financial flows 

Trade tariffs drag on economy but asset prices up again 

The year 2019 will have been one of the oddest in recent times in terms of flouting 

perceived norms and correlations. Very few econometric models would have 

predicted global equities and gold would both rally by 18% over the same 10-month 

period, indices of emerging market bonds would rally by 12.5%, and the US dollar 

would firm, all against a backdrop of increased tariffs on an estimated $735 billion of 

US-Chinese trade.  

At the heart of the apparent contradictions are flows in investment capital, driven by 

further easing of already ultra-loose global monetary policy. The estimated total 

notional of sovereign and corporate debt with negative yields touched $17,000,000 

million ($17 trillion) in September, having more than doubled since the start of the 

year. That, in essence, explains the renewed appeal and reduced opportunity cost of 

holding of gold.  

Further monetary easing by both the US Federal Reserve and the ECB have further 

stimulated equity prices, and with no inflation acceleration to speak of, bonds 

remain attractive in diversified portfolios too. 

But potentially troubling signs in underlying economic activity in the US, Europe and 

Asia have increased since the middle of the year. 

Year-to-November performance – Nickel and Palladium fundamentals dominate 

 
Source: Bloomberg, ICBC Standard Bank 

 

 
Source: Bloomberg 
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That has been reflected in the relative underperformance of the copper price, down 

almost 3% over the course of the year so far. That underperformance only emerged 

from April/May onwards once the US administration moved to increase tariffs on 

$200 billion of Chinese goods to 25%.  

In contrast, the standout bullish performances of both nickel and palladium have 

been based on distinctive fundamental drivers. There certainly has not been a 

concerted move back into commodities as an asset class. 

The divergence in investor flows and price performance across commodities is likely 

to continue for the remainder of this year and through at least Q1 2020.   

A partial agreement on US-China trade would likely trigger further covering of short 

positions in copper, though we think it would require much more than that to see 

fresh length established. Nickel remains vulnerable to a much deeper correction in 

price – perhaps back to the $14,000 area – whereas palladium remains 

fundamentally in deficit and is likely to make new highs above $1,800.  

FX markets – dollar will continue to surprise 

Currency forecasting is a thankless task but it is notable how persistent (and wrong) 

the consensus has been for the US dollar to weaken.  In January, the consensus of 

forecasts collated by Bloomberg was for euro/dollar to strengthen to 1.19 (at the 

time EUR was trading around 1.14). By the end of Q3, however, the euro had lost 

further ground, falling below 1.10 for the first time in two years.   

Investors’ cut length in gold after a strong run, less appetite for WTI or copper 

 
Source: CME, CFTC, Bloomberg, ICBC Standard 

Dollar slowly strengthening, with hiccups around FOMC meetings 

 
Source: Bloomberg, ICBC Standard  
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Markets have continued to focus on the absolute level of US rates and the likelihood 

or otherwise of the Fed cutting rates, and those expectations have fluctuated 

considerably throughout the year. At the end of April, the market was anticipating 

the Federal Funds rate would hold rates steady at 2.00% to 2.25% through to year-

end. There was very little expectation that the Fed would have cut by 50 bps.  

 

Why then has the dollar not weakened? It seems forecasts often overlook the euro 

side of the coin –Italy has barely avoided recession and German GDP has been sliding 

rapidly. In terms of expectations, the US economy has consistently over-delivered 

relative to Europe. In absolute terms, it is still the fastest growing advanced 

economy. 

 

The ECB has also eased this year and the yield advantage that US Treasuries offer 

over comparable German and Japanese bonds has remained broadly stable. 

 

 

 

Changing expectations of Fed Funds rate in December reflect economic doubts 

 
Source: Bloomberg 

US growth has exceeded expectations that had become too bearish 

 
Source: Citi, Bloomberg, ICBC Standard 
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There is an old adage that “capital goes where it feels welcome”. An ECB deposit 

rate that was cut further into negative territory by the outgoing president is not 

exactly heart-warming for investors or savers.   

So relative dollar strength has been in tune with the economic and policy backdrop.  

Funds have been running net short euro positions for the last 18 months or so. If it 

were not for the political intransigence on trade, we would be confident in 

forecasting that to continue. On balance, we think partial resolution of the US-China 

trade dispute will come before either economy slows much more than they have so 

far, in which case the dollar is likely to continue to outperform. 

Treasury yields still very attractive relative to Japanese and European paper 

 
Source: Bloomberg, ICBC Standard 

Draghi left the ECB on a dovish note, 5 ½ years of negative rates and counting 

 
Source: ECB, Bloomberg 

No macro reason for investors to turn bullish EUR at present 

 
Source: CME, CFTC, Bloomberg, ICBC Standard 
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 US consumers are still spending but exports slump 

US consumer spending has been resilient, with confidence supported by rising 

incomes, low interest rates, and ebullient equity markets. There is nothing like the 

S&P 500 index pushing to fresh highs to bolster personal consumption. 

 

That has helped to moderate the slowing of US headline GDP but cannot offset the 

underlying cracks in manufacturing activity. Inventories have been rising, net exports 

have not improved and the ISM new orders diffusion index has slumped – touching 

50… the boundary between contraction and expansion. 

Consumer confidence holding strong, supported by rising incomes  

 
Source: Conference Board, University of Michigan, Bloomberg, ICB C Standard 

Consumer spending supporting US GDP in face of manufacturing pressures 

 
Source: US BEA, Bloomberg, ICBC Standard 

Rising inventories have masked a concerning slide in exports 

 

Source: Bloomberg 
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So the Federal Reserve has to continue to juggle strong employment and rising 

incomes with low inflation and slowing manufacturing and exports.   

As Fed Chair Jerome Powell noted in October: “weakness in global growth and trade 

developments have weighed on the economy and pose ongoing risks”.   

 

The tricky part for the Fed is, of course, to judge the lag between cutting its headline 

rate and the effect on economic activity, and how large that effect will be. Like the 

Fed, markets are waiting for some concrete progress in trade talks. The indications 

seem to be that discussions are moving in a positive direction. Our expectation is 

that a first phase of agreement will be in place shortly, possibly before the end of the 

calendar year and more certainly before the end of the Chinese lunar year. 

If that is the case then we would expect US manufacturing activity and exports to 

start to rebound during Q2, once excess inventories have been drawn down. 

There have, though, been false dawns before in the long-running trade dispute and if 

the current optimism turns out to be misplaced, and trade continues to suffer, then 

the global macroeconomic outlook for the first half of 2020 could turn considerably 

darker.  

 

 

ISM new orders at four year low and at risk of contracting 

 
Source: ISM, Bloomberg, ICBC Standard 

Pace of wage growth has been tempered but is still robust 

 
Source: Atlanta Fed, US BLS, Bloomberg, ICBC Standard 
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China – strength at home  

For China too, we are erring on the positive side. Trade frictions have clearly had an 

impact on manufacturing but targeted easing of monetary and fiscal policy has so far 

prevented growth from decelerating too quickly, aided by a 7% depreciation in the 

Renminbi during the course of Q2 and Q3. 

As we noted in our previous report, the squeeze on non-bank lending has eased, and 

bank lending has taken up the slack, increasing by 7% year on year over the January 

to October period.  

Small and medium sized private companies have become more optimistic on the 

outlook in recent weeks, as reflected in the Caixin PMI survey. The new orders 

component of the official PMI series also bounced in September, even accounting for 

inventories, though no one would claim that activity is really buzzing. In contrast, the 

headline NBS manufacturing PMI (more representative of SoEs and larger 

manufacturers) has continued to slide and industrial production growth of 4.7% yoy 

in October fell well below expectations.  

 

 

 

Money supply growth has stabilised 

 
Source: PBoC, China NBS, Bloomberg, ICBC Standard 

Non-bank lending in a more neutral stance, with banks taking up the slack 

 
Source: PBoC, Bloomberg, ICBC Standard  
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On the brighter side, consumers seem largely insulated from the trade tensions. 

Business conditions reported by retailers remain strong, consumer confidence 

appears to be robust, and strong housing sales and rising prices have supported 

activity in the construction sector. 

The one prominent area of consumption weakness remains the auto sector, where 

on a year on year basis sales are still lagging behind 2018. 

Nevertheless, the pace of contraction has continued to slow and inventories of 

unsold new vehicles have been substantially reduced by manufacturers and 

dealerships. Sales of larger vehicles have also rebounded. In aggregate, it looks very 

much like the worst is now behind the Chinese vehicle sector. 

Mixed messages in October: trade optimism not shared by larger companies  

 

Source: Caixin; Bloomberg 

Strong recovery in construction activity as domestic sentiment improves 

 
Source:  China NBS, Bloomberg, ICBC Standard 

The auto industry has clearly turned a corner 

 
Source: China Automotive Information Net, Bloomberg, ICBC Standard Bank 
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PGM investor positioning: Palladium still preferred 

Palladium has been almost a one-way street for investors, both in outright terms and 

relative to platinum, for more than six years.  It has paid to be long for the great 

majority of that time. 

This year, however, we have started to detect the first signs of divergence in opinion 

and that has been reflected in fluctuations in the price spread between the two 

metals. 

That said, greater volatility in the palladium premium over platinum is to be 

expected when palladium has been setting consecutive new highs.  

For its part, platinum has arguably been a beneficiary of the strong investment flows 

into gold this year, as well as relative valuation arguments. It is true that there has 

been more attention paid to the likelihood of future substitution of palladium by 

platinum in autocatalyst application.  

At present, however, it remains very much a potential shift in the supply/demand 

dynamic. We have not detected any meaningful change in usage patterns by 

automakers this year and do not think that is likely in 2020.  

Market signals are clear that that palladium is still fundamentally tight – the metal is 

still in a sizeable backwardation and is considerably tighter than platinum in the 

forwards, as shown by the chart of implied lease rates.  

Platinum – Palladium spread: historic norms have been suspended  

 
Source: LPPM, Bloomberg, ICBC Standard 

Palladium lease rates tighten again; no pressure on Platinum  

 
Source: LPPM, Bloomberg, ICBC Standard.   NB – All rates are broadly indicative only 
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Using CFTC data as a guide, short-term investment flows have not had much impact 

on the price this year – it remains a market driven by fundamentals. 

And implied volatility in the palladium options market remains strongly skewed in 

favour of calls.  

Importantly, exchange traded funds have almost been exhausted a source of near-

market inventory for the palladium market. That suggests even higher prices are 

likely to be needed to incentivise demand destruction and/or increased supply but 

both are relatively inelastic and will not respond quickly. 

Palladium: price driven primarily by fundamentals not financial positioning 

 
Source: CME, CFTC, Bloomberg, ICBC Standard 

Palladium options market solidly bullish, with skew strongly in favour of calls  

 

Source: Bloomberg 

Not much left in the palladium ETF tank but platinum holdings continue to build 

 
Source: Bloomberg, ICBC Standard 
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Finally, if the outlook for Chinese auto sales is indeed for a return to growth, as we 

think likely, then that will reinforce our view that the palladium bull market is still 

some way from ending. 

Looking at platinum on its own merits, it is clear from the surge in exchange traded 

fund holdings that some investors at least have become much more positive about 

the outlook for the metal. Total ETF holdings have jumped by an impressive 960k oz 

year-to-date and importantly funds listed in all major markets (Europe, the USA and 

South Africa) have received inflows.  

So there has clearly been a broad based re-assessment of platinum’s value – both 

relative to its own historic price levels as well as relative to palladium and gold.  

In the futures markets also, net investor positioning has jumped from -600koz to 

+2.29 Moz, the highest for almost two years. 

Interestingly, since mid-year there has been a notable increase in the number of 

outright long investor positions – the first meaningful increase since late 2017.  

 

In the options market as well, the difference in implied volatility between calls and 

puts has swung to the calls (here showing 25d out of the money options, three 

months forward). That, however, looks to be a bit too exuberant to us on a three-

month view. The price performance of platinum has unwound rather quickly 

Platinum futures positioning nearing 2-year highs 

 
Source: CME, CFTC, ICBC Standard, Bloomberg 

With some fresh length now entering 

 
Source:  CME, CFTC, ICBC Standard, Bloomberg 
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alongside gold over the past two weeks and given the ongoing fundamental surplus 

may take longer than palladium to recover lost ground. 

 

Platinum options market now looks over optimistic  

 
Source:  CME, ICBC Standard, Bloomberg 
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