
HERAEUS PRECIOUS APPRAISAL I 1

 Ed. 30 
23rd August 2021

HERAEUS
PRECIOUS 
APPRAISAL

An economic slowdown in China is weighing on the palladium price. Monthly indicators of investment, industrial 
activity and domestic consumption showed growth retreating more quickly than expected in July. Retail sales growth, a 
measurement of consumer spending, slowed to 8.5% last month, compared to the 12.1% recorded in June, and well 
below expectations (source: National Bureau of Statistics of China). China’s credit impulse has also turned down, which 
suggests a slowdown in infrastructure and plant investment and typically marks a turning point in economic activity. 
Historically, a downturn in China’s credit impulse has been followed by a year-on-year decline in the palladium price.

A Chinese economic slowdown threatens palladium demand

MARKET SPOTLIGHT

Rising cases of the Delta variant of Covid-19 also pose a downside risk to economic growth this year. China’s zero-
tolerance policy towards Covid-19 looks increasingly hard to maintain. However, the authorities have placed millions of 
people under lockdown and instigated strict travel restrictions in response to the biggest outbreak of Covid-19 this year 
after cases of the Delta variant were identified last month. According to a gauge of lockdowns, China’s restrictions are 
now as tight as they were in April 2020 (source: Goldman Sachs). The strict zero-Covid strategy is likely to remain in 
place until cases are eliminated, particularly in the lead-up to the Winter Olympics in February 2022. 

The rebound in car sales is slowing. Although the Chinese car market had a strong start to the year, sales contracted 
for the third straight month in July. This was partly attributed to the ongoing semiconductor chip shortage, but is an 
indication that demand is waning as credit conditions tighten and consumers rein in their spending. Chinese automakers 
represent the single largest end-use market for palladium, accounting for 2.4 moz last year (27% of global demand). If 
the broad-based slowdown across China’s key economic indicators last month is more than just a blip, then the outlook 
for palladium demand in H2’21 is weaker than anticipated only a few months ago and the price could slip further.    

Source: SFA (Oxford), Bloomberg
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Strong support for solar photovoltaic (PV) energy in the 
US is a boost for silver. Solar PV energy is expected 
to play a key role in reaching President Biden’s clean 
electricity goal by 2035. This will be supported by 
clean energy investments as part of the Bipartisan 
Infrastructure Deal and the Build Back Better Agenda, 
which includes the extension of tax credits for clean 
energy. Solar PV is already the fastest-growing source of 
new electricity generation in the US, accounting for 3% 
of the country’s electricity generation today. However, it is 
forecast that solar PV deployment will need to accelerate 
3-4 times faster than the current rate by 2030 in order to 

reach a largely decarbonised electricity sector by 2035, at 
which point solar PV could account for over 40% of total 
generation. The US is the second-largest solar PV market 
in the world and installed 19.2 GW of capacity last year. 
Global PV silver demand, which has a 20% share of the 
industrial market, is forecast to reach a record high of 
105 moz this year (source: The Silver Institute). It is 
expected to continue recording strong year-on-year growth 
over the next decade owing to the rapid expansion of solar 
PV globally. The silver price slipped back last week and is 
likely to continue its underperformance of gold.

Silver             
Close Weekly change High Date Low Date

$/oz 23.17 -2.69% 23.96 17/08/2021 22.88 20/08/2021

€/oz 19.82 -1.81% 20.36 17/08/2021 19.59 20/08/2021
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Gold under pressure from talk of stimulus tapering. The 
gold price fell slightly last week as the dollar rallied, 
after minutes from the Federal Reserve’s July meeting 
indicated policy-makers’ views to begin tapering support 
for the economy this year. Minutes showed that the 
majority of officials were prepared to begin easing the 
central bank’s vast stimulus programmes this year, but 
they are still divided on the exact pace and timing of 
tapering of the $120 bn bond purchase programme 

that has been in place since the start of the Covid-19 
economic downturn. The Fed has repeatedly said that 
interest rate hikes are unlikely until tapering is complete, 
but after the latest signals of tapering as soon as ‘the 
coming months’, there are concerns that rates could be 
increased sooner than expected which is negative for 
gold.

Gold              
Close Weekly change High Date Low Date

$/oz 1,785 0.46% 1,796 17/08/2021 1,771 16/08/2021

€/oz 1,527 1.37% 1,532 19/08/2021 1,504 16/08/2021
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Chip shortage puts the brakes on pent-up demand for 
cars in Europe. The annual selling rate of cars dropped 
to 10.5 million units in July from 11.9 million units 
the previous month (source: LMC Automotive) as the 
global shortage of semiconductor chips limits availability 
for consumers, holding back the anticipated rebound 
in sales following the easing of pandemic-related 
restrictions. Year-on-year, Western European car sales 
were down 25.6% in July 2021 to just over 860,000 
units. The full-year sales forecast for the region has been 
significantly revised down, to just 11.12 million units. 
This represents a modest 3% improvement from 2020, 

but a 22% decline compared to pre-pandemic levels. 
Supply-side shortages are expected to prevail for the 
remainder of 2021, with demand recovery now pushed 
out until 2022. The Western European car market, where 
the diesel market share has been in decline for several 
years now, was forecast to account for around 790 koz 
of platinum this year, representing a third of global 
autocatalyst demand for the metal. Further cuts to global 
vehicle production owing to the chip shortage in H2’21 
could see in excess of 200 koz removed from platinum 
demand forecasts this year.

Platinum            
Close Weekly change High Date Low Date

$/oz 1,000 -3.32% 1,033 17/08/2021 964 19/08/2021

€/oz 854 -2.51% 877 17/08/2021 824 19/08/2021
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Chip shortage + rising Covid cases = a double blow for 
Asia’s automakers. Toyota, the world’s largest automaker, 
said it would cut global production by 40% in September. 
This is after a resurgence in Covid-19 cases in south-east 
Asia has exacerbated the effects of the chip shortage for 
the region’s car manufacturers. Next month, Toyota will 
build 540,000 vehicles instead of the 900,000 it had 
originally planned which will limit output across each of 
its major markets (Japan, US, Europe and China). The 
cuts are a significant setback for the Japanese automaker, 

which until now had largely avoided the worst of the 
supply-chain disruption. Rising cases of the highly-
transmissible Delta variant of coronavirus are causing 
significant economic disruption across Asia, and the 
relatively slow roll-out of vaccines is expected to hinder 
a recovery in some countries. Palladium was hard hit last 
week, losing almost $300/oz over the course of three 
days. Signs of a slowing Chinese economy combined with 
Toyota’s latest announcement are likely to be weighing 
heavily on the market.

Palladium             
Close Weekly change High Date Low Date

$/oz 2,300 -13.33% 2,646 16/08/2021 2,273 20/08/2021

€/oz 1,967 -12.46% 2,245 16/08/2021 1,949 20/08/2021
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Rhodium was caught up in palladium’s descent last week, 
reversing its gains in the month to date and edging back 
below $20,000/oz. With the greatest share of its demand 
allocated to the automotive market (88%), compared 
to platinum (41%) or palladium (83%), in theory the 
rhodium market will be hardest hit by vehicle production 

cuts this year. However, the market is still forecast to 
remain in deficit this year, so the price is expected to 
hold up relatively well compared to palladium, despite 
the drop in automotive demand. Iridium and ruthenium 
both moved lower last week as well, by -1.7% and -3.2% 
respectively.

Rhodium, Ruthenium, Iridium        
Rhodium Ruthenium Iridium

Reporting week $19,400/oz $745/oz $5,650/oz

Previous week $20,450/oz $770/oz $5,750/oz
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www.herae.us/trading-market-report
Heraeus Precious Metals imprint can be found here

Europe, Middle East, Africa & other regions
Phone: +49 6181 35 2750
edelmetallhandel@heraeus.com

South East Asia
Phone: +852 2773 1733
tradinghk@heraeus.com

consulting analysts in tomorrow’s commodities and technologies

Heraeus Precious Metals
United States of America
Phone: +1 212 752 2180
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China
Phone: +86 21 3357 5658
tradingsh@heraeus.com

The HERAEUS PRECIOUS APPRAISAL produced in  
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The Oxford Science Park, Oxford,  
United Kingdom, OX4 4GA

DISCLAIMER 
This document is being supplied to the recipient only, on the basis that the recipient is 
reasonably believed to be a professional market participant in the precious metals market. It 
is directed exclusively at entrepreneurs and especially not intended for the use of consumers. 
The material contained in this document has no regard to the specific investment objectives, 
financial situation or particular need of any specific recipient or organisation. It is not 
provided as part of a contractual relationship. It is not and should not be construed as an 
offer to sell or the solicitation of an offer to purchase or subscribe for any investment or 
as advice on the merits of making any investment. This report has been compiled using 
information obtained from sources that Heraeus and SFA (Oxford) Ltd (“SFA”) believe to be 
reliable but which they have not independently verified. Further, the analysis and opinions 
set out in this document, including any forward-looking statements, constitute a judgment 
as of the date of the document and are subject to change without notice. 
There is no assurance that any forward-looking statements will materialize. Therefore, 

neither SFA nor Heraeus warrants the accuracy and completeness of the data and analysis 
contained in this document. Heraeus and SFA assume no liability for any losses or damages 
of whatsoever kind, resulting from whatever cause, through the use of or reliance on any 
information contained in this document. However, in so far as a liability claim exists under 
German law, Heraeus and SFA shall have unlimited liability for willful or grossly negligent 
breach of duty. Unless expressly permitted by law, no part of this document may be 
reproduced or distributed in any manner without written permission of Heraeus. Heraeus 
specifically prohibits the redistribution of this document, via the internet or otherwise, 
to non-professional or private investors and neither Heraeus nor SFA accepts any liability 
whatsoever for the actions of third parties in reliance on this document.
Prices quoted are interbank (offer) prices for gold, silver, platinum and palladium. 
Rhodium, ruthenium and iridium quotes reflect the Heraeus offer price at the time of 
writing.
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