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MARKET SPOTLIGHT

Palladium demand growth decelerates as consumer demand for new vehicles weakens
The palladium market is expected to be in surplus in 2023 as supply
rebounds, while demand is little changed. Some of the stock built up in
South Africa towards the end of 2022 due to processing plant maintenance
will be processed in H1’23 and the Stillwater mine should return to normal
operation after it was closed for seven weeks earlier this year, resulting in
60 koz (2E) of lost production. Russian production is expected to continue
to reach the market. Global automotive palladium demand is expected to
be flat to slightly negative, as light-vehicle production grows modestly over
2022 but BEVs continue to gain market share.
Light vehicles are becoming more expensive. Average selling prices in the
US grew by 11% year-on-year in August, setting another new record of
$48,301 (source: Kelley Blue Book). The semiconductor chip shortages
drove vehicle manufacturers to churn out higher-margin models in lieu of
lower-end variants to make up for lower volume. As supply constraints begin
to abate in Q3’22, the historically low vehicle inventory has begun to tick up,
a sign of improved production, but possibly also of slightly weaker demand.
Borrowing is more difficult and affordability is worsening. More than 80% of
new cars are acquired using financing in the US. Average monthly payments
of auto loans are increasing, having grown nearly 15% year-on-year in Q2’22
to $667/month, equivalent to 15% of the median monthly earnings in the
US. In addition to higher interest rates, which are hitting affordability,
credit standards are tightening. Consequently, potential buyers with tighter
budgets and lower credit scores (who typically pay higher interest on loans)
are being squeezed out of the market, effectively stifling demand.
Affordability is likely to deteriorate further in 2023, crimping auto sales.
The Federal Reserve will likely keep raising interest rates into at least the
middle of next year, despite a slowing US economy, as long as inflation
remains considerably above the target rate. This is likely to further impede
light-vehicle sales.

A surplus palladium market in 2023 should ultimately lead to lower
palladium prices, although near term the market remains tight. A 10%
drop in US light-vehicle sales from current levels could cut an additional
160 koz of palladium demand from 2023 forecasts while supply mounts
a recovery, pushing the market further into surplus.
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PRECIOUS METALS REVIEW
Gold
79

Au
CLOSE

WEEKLY CHANGE

HIGH

DATE

LOW

DATE

$/oz

1,645

-3.45%

1,689

10/10/2022

1,643

13/10/2022

€/o z

1,689

-2.98%

1,737

10/10/2022

1,687

14/10/2022

Another large rate hike by the Fed is likely, which could mean more
trouble for gold. In the US, the consumer price index for September rose
by 8.2% year-on-year. The sustained increase in consumer prices implies
a higher probability of a fourth consecutive 75 bp rate hike at the next
Fed meeting in November. This suggests that the historical rally in the
dollar could continue. Further rate rises are now more likely in the new
year and that could keep the gold price suppressed in the medium term
as the Fed continues to try to catch up to inflation.
Short-term rally or trend reversal in gold futures? The net long position
of the non-commercial speculators has increased from a three-year low
position of 5.2 moz which was recorded at the end of September. The
larger net long position is a reflection of the price rally from $1,661/oz to
$1,725/oz at the turn of the month. Historically, changes in positioning
from such a low level usually signal that a price trend reversal is not far
off. However, whether that turns out to be a short-term rally or a more
significant reversal may depend on how strong the dollar remains. The
gold price fell by $58/oz this week after testing a long-term support level
at $1,670/oz which failed to hold.

China’s year-to-date gold imports are 30% higher than in 2021. Net
imports of gold into China from Hong Kong totalled 69 tonnes in August,
more than three times the net imports in the prior year, and the highest
monthly figure since June 2018. Gold imports in Q3’22 (excluding
September) totalled 117 t, more than the total net imports from H1’22
when Shanghai and Shenzhen experienced full lockdowns; the latter being
a crucial conduit for metal flow from Hong Kong to the mainland. Trading
through the Shanghai Gold Exchange has been reasonable in August and
September. Since the beginning of August, when the London-Shanghai
gold price spread was near zero, local premiums in the Chinese market
have picked up, peaking at $54.2/oz on 28 September (source: World
Gold Council). This is an unusually large premium and would seem to be
an indication of strong local demand ahead of the “Golden Week” national
holiday in early October. However, with a difficult economic environment,
retail sales during the national holiday may not have been as strong as the
imports suggest.
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PRECIOUS METALS REVIEW
Silver
47

Ag
CLOSE

WEEKLY CHANGE

HIGH

DATE

LOW

DATE

$/oz

18.23

-9.95%

19.94

10/10/2022

18.22

14/10/2022

€/o z

18.72

-9.53%

20.54

10/10/2022

18.72

14/10/2022

Investors are still not keen on silver. Silver coin and bar purchases from
the Perth Mint reached a five-year high of 2.6 moz in September. The
year-to-date total for silver bullion shipments from the Perth Mint are
18.2 moz, putting sales on track for a significant increase from 2021
when full-year demand for silver bars and coins was 17.4 moz. Shipments
have been growing, on average, since March, as the silver price has fallen
from a 2022 price high of AUD34.3/oz (monthly average) to around
AUD28/oz since July. By comparison, despite similar price movements in
US dollar terms, American Silver Eagle sales have been subdued since
the beginning of 2022, averaging 1.5 moz per month compared to the
year-to-date average since 2017 of ~2 moz. This could be related to the
high premium over the silver spot price. Across large US coin retailers,
premiums averaged more than 100% over the spot price last week.
However, net sales from silver backed ETFs have outweighed the increase
from the Perth Mint. US-based funds’ holdings have decreased by 17%,
from 630 moz to 525 moz, since late April, and German-based funds’
holdings have fallen by 73% since the beginning of the year to 15.7 moz.
In contrast, the only Australian silver fund has increased its holdings yearto-date by 5.5% to 7.7 moz.

The silver price declined last week, again dipping under $20/oz. The price
is nearing support, but unless investor demand picks up significantly, the
price could slide lower.
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PRECIOUS METALS REVIEW
Platinum
78

Pt
CLOSE

WEEKLY CHANGE

HIGH

DATE

LOW

DATE

$/oz

895

-3.22%

915

10/10/2022

868

13/10/2022

€/o z

921

-0.50%

942

10/10/2022

898

13/10/2022

New low-cost platinum supply is in the pipeline. Minor Southern
African PGM producer Tharisa has announced that the start of mine
construction for the Karo project in Zimbabwe will begin in December.
The construction phase is expected to be completed by June 2024. The
shallow PGM orebodies of the Great Dyke igneous intrusion in Zimbabwe
allow open-pit mining methods to be utilised, which is a lower-cost
method than the deep underground mines typical in South Africa. At full
production, the mine is expected to produce 194 koz of PGMs annually,
including ~80 koz of platinum. Zimbabwe generates nearly 10% of global
platinum supply and is forecast to reach 510 koz of production in 2022.
Zimbabwe’s platinum output is forecast to increase by an average of 2%
p.a. owing to expansions at Zimplats’ Mupani and Bimha mines.

Half of Zimbabwe’s new mining royalty is to be paid in metal. The
country’s president announced the change, stating that the royalty shakeup was to help build a national reserve of precious metals and critical
resources for the benefit of the current population and future generations.
From this month, 50% of royalties must be paid in physical metal.
Currently, the royalty on platinum production in Zimbabwe is 2.5%, and is
due to double to 5% from January 2023. A royalty rise of 2.5% on refined
metal production would equate to approximately 13 koz of platinum and
10 koz of palladium, which is a minor reduction in the refined metal
available from Southern Africa.
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PRECIOUS METALS REVIEW
Palladium
46

Pd
CLOSE

WEEKLY CHANGE

HIGH

DATE

LOW

DATE

$/oz

2,024

-9.59%

2,273

10/10/2022

2,017

13/10/2022

€/o z

2,079

-9.27%

2,337

10/10/2022

2,078

14/10/2022

A weakening Chinese economy is offsetting the fiscal incentives given to
new vehicle purchases. Consumers in China currently enjoy incremental
tax relief of up to 10% on new vehicles with under 2.0 litre engine
capacity and prices below CNY300,000 (~€43,000). The incentives
for new vehicle purchases were introduced in the wake of the Shanghai
lockdown and are due to be in place until the end of the year. After
the introduction, sales rebounded strongly and passenger car sales
grew from -1.4% year-on-year in May to +41.2% in June. Year-on-year
sales have slowed only slightly in September, achieving 32.7% growth.
While the stimulated growth in sales has had a net positive impact on
China’s palladium autocatalyst demand, the incentives were focused on
smaller-engine ICE vehicles, which have lower autocatalyst palladium
loadings, and NEVs (electric, plug-in hybrid and fuel cell powertrains).
China’s automotive demand is estimated to reach a record 2.6 moz in
2022, which accounts for a third of the global autocatalyst total. Modest
growth in demand of 1.5% is forecast in 2023, as the tax incentive
brings forward some car sales into 2022.

Gas shortages threaten to leave European light-vehicle production in the
dark. European automotive production has been held back in the last
18 months by the chip shortages. The next hurdle to overcome could
be the elevated energy costs currently being experienced in the EU.
Estimates by S&P Global Mobility place the potential loss of production
owing to energy supply and cost issues at 1 million cars per quarter in
2023. This would have a significant effect on global palladium demand,
as Western Europe is forecast to produce 13% of all light vehicles next
year and use more than 1 moz of palladium in autocatalysts. However,
this scenario is unlikely to be realised in full. EU gas storage facilities
are currently more than 90% full thanks to accelerated stockpiling in
the wake of Russian supply drying up. In addition, European car makers
have managed to reduce their overall energy consumption by 23% since
2006 (source: ACEA).
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45

Ir

Ru

Rh

RHODIUM

RUTHENIUM

IRIDIUM

Reporting Week

$15,150/oz

$505/oz

$4,050/oz

Previous Week

$15,450/oz

$515/oz

$4,250/oz

Lower iridium loading is needed to reach forecast green hydrogen
production. South Africa accounts for more than 85% of global iridium
supply, and refined production is small – forecast to be ~275 koz in 2022.
In May, European electrolyser manufacturers committed to a ten-fold
increase in capacity to produce electrolysers of all technologies for green
hydrogen production, aiming to reach 17.5 GW by 2025. This will require
considerable reductions in the amount of iridium used per GW owing to
the relatively constrained primary supply. Several companies are working
to achieve this, and the latest announcement is from Toshiba which aims
to commercialise a new iridium catalyst next year that uses just 10% of
the iridium previously required. The iridium is deposited onto the catalyst
using sputtering technology – also used to coat hard disks with PGMs – to
minimise metal usage.

For stationary power, hydrogen-diesel fuel blends may be the ticket
to lower emissions. Researchers have achieved a reduction of 86% in
CO2 emissions by blending high levels of hydrogen with diesel with the
aim of bringing the blended fuel to market in the next 12-24 months.
The fuel injection system utilises a fuel mix of 90% hydrogen and
10% regular diesel and can be retrofitted to existing diesel engines.
This could be an effective way to use green hydrogen to assist in the
decarbonisation of non-road engines. Green hydrogen production using
PEM electrolysis uses iridium catalysts, for which iridium demand is
rising from a relatively low level.
The price of all three minor PGMs fell last week. For iridium and
ruthenium, the longer-term trend of declining prices resumed after stalling
for a number of weeks.
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Source: SFA (Oxford), Bloomberg. Note: . 4E refers to platinum, palladium, rhodium and gold.
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ABOUT HERAEUS
Learn more about important trends in the precious metals markets on a weekly basis with our
Heraeus Precious Appraisal. Please subscribe: www.herae.us/trading-market-report.

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

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.

USA
Phone: +1 212 752 2180
tradingny@heraeus.com
China
Phone: +86 21 3357 5658
tradingsh@heraeus.com

Heraeus Precious Metals is a leading provider of precious metals
services and products. We combine all activities related to our
comprehensive expertise in the precious metals loop – from
trading to precious metals products to recycling. We are one
of the world’s largest refiners of platinum group metals (PGMs)
and a leading name in industrial precious metals trading.

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.

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

Heraeus, the technology group headquartered in Hanau,
Germany, is a leading international family-owned portfolio
company. The company’s roots go back to a family pharmacy
started in 1660. Today, the Heraeus group includes businesses
in the environmental, electronics, health and industrial
applications sectors. Customers benefit from innovative
technologies and solutions based on broad materials expertise
and technological leadership.

Disclaimer

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.
The Heraeus Precious Appraisal is produced
in collaboration with:

SFA (Oxford) Ltd
United Kingdom
Phone: +44 1865 784366
www.sfa-oxford.com
The Oxford Science Park,
Oxford, United Kingdom, OX4 4GA

consulting analysts in tomorrow’s commodities and technologies

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.

