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Investments may go up or down in value and you may lose some or all of the amount invested. 

Platinum and Palladium – Fundamentally undervalued  
 

 

 
 
The extensive use of platinum and palladium in vehicle 

catalytic converters makes their demand particularly sensitive 

to economic, industrial and market conditions at a global level. 

Fears of a Greek exit from the Eurozone, the biggest consumer 

of platinum for catalytic converter purposes, coupled with 

expectations of higher production, prompted an 8% fall in 

platinum price since the beginning of the year. Palladium also 

suffered a loss during the period, as a strong US Dollar and 

negative sentiment towards commodities, weighed on the price 

of the metal.  

South Africa holds the biggest proportion of the world’s 

platinum and palladium resources, which are mainly located in 

the Bushveld Igneous Complex. South Africa is well known for 

the elevated level of worker activism and government 

intervention in the mining industry, which have substantially 

affected production in the past, with 2014’s 5-month strike 

further corroborating this issue. While production of both 

platinum and palladium is expected to recover in 2015 

following a disastrous 2014, social tension could mount up 

once again in June when wage agreements in South Africa 

expire.  

With supply expected to remain tight, PGM (“Platinum Group 

Metals”) markets are expected to remain in deficit in 2015.  

 

However, demand fundamentals are expected to continue to 

favour palladium over platinum. While persistently low prices 

are likely to spur Chinese jewellery demand for platinum from 

the middle of this year, autocatalyst demand from Europe, the 

biggest diesel market, is likely to underperform its Chinese and 

US’s peers as the Eurozone continues to be plagued by low 

growth issues. China, the biggest single contributor to platinum 

demand, imported 22% less platinum in 2014, as jewellery 

demand faltered. However, this demand component tends to 

be particularly sensitive to prices and should therefore recover 

in 2015. Meanwhile, palladium is expected to benefit from 

strong auto sales in the US and China, the two biggest markets 

for gasoline cars. The China Association of Automobile 

Manufacturers expects auto sales in the country to rise by 8% 

to 21.3 million vehicles in 2015 while a combination of a large 

drop in oil prices, increased availability of auto loans and aging 

automobiles on the road will buoy auto demand in the US. 

 

We expect palladium to continue to outperform platinum. 

While we believe that platinum price will eventually return to 

trade above the US$1,300oz level as Chinese demand recovers 

and Eurozone auto subsidies kick in, palladium appears to be 

in a better position to benefit from a pick-up in China and US 

economic growth, the two biggest global auto markets.  
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Despite falling 2.5% since the beginning of the year, precious metals are the best performing commodity 
sub-sector year-to-date. Contrary to our expectations, PGMs (“Platinum Group Metals”) lagged behind, 
with platinum falling by almost 8% and palladium decreasing by 2.5% over the period. The strong 
appreciation of the US Dollar against major currencies, particularly against the Euro, did not bode well with 
commodity prices that tend to be negatively correlated with the US currency. Going forward we expect PGM 
prices to recover, as sentiment improves and investors return to focus on tighter fundamentals. 
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Important Information  

This communication has been issued and approved for the purpose of section 21 of the Financial Services and Markets Act 2000 by ETF Securities (UK) Limited (“ETFS UK”) 
which is authorised and regulated by the United Kingdom Financial Conduct Authority (“FCA”).   

Investments may go up or down in value and you may lose some or all of the amount invested.  Past performance is not necessarily a guide to future performance. You should 
consult an independent investment adviser prior to making any investment in order to determine its suitability to your circumstances.  

The information contained in this communication is for your general information only and is neither an offer for sale nor a solicitation of an offer to buy securities. This 
communication should not be used as the basis for any investment decision. Historical performance is not an indication of future performance and any investments may go 
down in value.  

This communication may contain independent market commentary prepared by ETFS UK based on publicly available information. Although ETFS UK endeavours to ensure 
the accuracy of the content in this communication, ETFS UK does not warrant or guarantee its accuracy or correctness. Any third party data providers used to source the 
information in this communication make no warranties or representation of any kind relating to such data. Where ETFS UK has expressed its own opinions related to product 
or market activity, these views may change. Neither ETFS UK, nor any affiliate, nor any of their respective, officers, directors, partners, or employees accepts any liability 
whatsoever for any direct or consequential loss arising from any use of this communication or its contents. 

ETFS UK is required by the FCA to clarify that it is not acting for you in any way in relation to the investment or investment activity to which this communication relates. In 
particular, ETFS UK will not provide any investment services to you and or advise you on the merits of, or make any recommendation to you in relation to, the terms of any 
transaction.  No representative of ETFS UK is authorised to behave in any way which would lead you to believe otherwise. ETFS UK is not, therefore, responsible for providing 
you with the protections afforded to its clients and you should seek your own independent legal, investment and tax or other advice as you see fit. 

This communication is not, and under no circumstances is to be construed as, an advertisement or any other step in furtherance of a public offering of shares or securities in 
the United States or any province or territory thereof. Neither this communication nor any copy hereof should be taken, transmitted or distributed (directly or indirectly) into 
the United States.  

This communication constitutes an advertisement within the meaning of Section 31 para. 2 of the German Securities Trading Act (Wertpapierhandelsgesetz  - WpHG); it is not 
a financial analysis pursuant to Section 34b WpHG and consequently does not meet all legal requirements to warrant the objectivity of a financial analysis and is also not 
subject to the ban on trading prior to the publication of a financial analysis. 
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