
P latinum is due for a breakout - that is the 
consensus among producers, analysts 

and traders, and is driven by fundamentals 
in the physical market as well as in technical 
financial charts. 

The supply and demand fundamentals 
favor rising demand and steady supply. 
However, neither picture is clear cut. Most 
notably there is the potential for a strike 
against several major producers.

The technical price situation shows a 
widening discount for platinum compared 
with gold, with the former priced at about 
$940 per oz versus $1,500 per oz for the 
latter. That is leading traders to go long on 
platinum.

“Platinum is extremely undervalued versus 
gold,” Bill Baruch, president of Blue Line 
Futures, a commodities and futures trading 
company based in Chicago, said. “Gold is 
magnificent these days, testing $1,500 an oz, 
and showing strength against both the dollar 
and the euro. That is very constructive for 
platinum, which has a lot of catching up to do.”

It is important to note that given the small 
volume of platinum produced worldwide, 
compared with base metals and even the two 
main precious metals, significant trends in its 
price do have a direct effect on production of 
the metal.

“We had a $1,000-per-oz fixture as recently 
as the January contract,” Baruch said, “and 

DESPITE CROSSWINDS, OUTLOOK 
FOR PLATINUM IS POSITIVE



any decisive move above $1,000 an oz again 
means we are likely to see people finding 
cost-effective ways of extracting more. 
Current price levels look very solid. Things look 
solid, very healthy in terms of the technical 
fundamentals.”

On September 6, the World Platinum 
Investment Council (WPIC) published its 
platinum quarterly, together with revisions 
to both the full-year 2019 forecast and 2018 
actual figures.

The report forecasts a substantial 9% 
increase in total platinum demand in 2019, 
owing to solid investment demand that more 
than offsets expected demand decreases 
in the automotive and jewelry segments of 
4% and 5% respectively. The unprecedented 
855,000 oz of investment demand in the 
first half of 2019 was driven by a surge in 
exchange-traded funds holdings, which 
accounted for 720,000 oz, or 84%.

Total platinum supply is expected to rise by 
4% this year but growth mostly comes from 
the refining of mined metal accumulated 
in the processing pipeline in South Africa 
in 2018. Potential power disruptions and 

industrial action in the second half of this 
year continue to represent risks that could 
reduce South African mining supply.

With demand projected to increase by 
more than supply, the annual 2019 market 
balance will narrow to a surplus of 345,000 
oz from the previously forecast surplus of 
375,000 oz.

Mined supply in tight hands

Production of platinum is highly 
concentrated. South Africa produces about 
70% of annual supply. Russia is a far distant 
second at 15%. That concentration adds a 
variable to the price equation for the metal 
beyond just supply, demand and speculation. 
The political, social and economic stability 
of those two countries figures into the price 
of platinum. That is a sharp contrast to gold 
and silver, which have a much broader base 
of producing regions.

Another contrast to gold and silver is 
the total volume. The volume of platinum 
produced in the world is only about 5% 
of the volume of gold and just 1% of the 
volume of silver. Again, that tends to make 
it more volatile because small changes in 
production or demand have a greater effect 
on availability.

Also in contrast to gold, but in common 
with silver, platinum is commonly known 
for jewelry and coins, but the top demand 
market is actually industrial. Catalytic 
converters, automotive devices that reduce 
pollution, account for 45% of platinum demand. 
As environmental regulations become more 
stringent, demand for platinum is expected 
rise. That said, political and social momentum 
is building for electric vehicles in private, public 
and commercial use. That is likely to temper 
vehicle demand for catalytic converters.

At the same time, there is increasing 
demand for platinum in the technology 
sector. That is seen as a positive for the metal 
for two reasons. Not only does it broaden the 
non-collectible demand base in terms of total 
volume, it also links consumption with more 
diversified end-use sectors from consumer 
devices to business machines.

Source: Bloomberg, WPIC Research, as at 23 August 2019

Platinum’s ETF holdings increased by 755 koz year-to-date
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The importance of diversification cannot 
be overstated. There is uncertainty about the 
largest end-use market, catalytic converters, 
and the second-largest demand sector is 
highly concentrated: 30% of platinum is 
used for jewelry manufacturing and Japan 
demands 95% of that jewelry, according to 
CME Group. As a result, the price of platinum 
is particularly attuned to the strength or 
weakness of the Japanese economy.

Hedging supply/demand risk

Given the concentration of platinum supply 
- 85% from just two countries - and the 
concentration of demand - 75% in just two 
sectors - sellers and buyers of the metal are 
active users of hedging strategies to protect 
their positions. Each Nymex platinum futures 
contract represents 50 troy oz of deliverable 
metal, with a minimum tick price of $5. 
The contract is traded electronically nearly 
around the clock, six days a week, and traders 
are able to make use of substantial margin 
efficiencies when gaining exposure to this 
liquid market.

According to mid-September research 
by Orchid Research, “platinum remains too 
cheap versus its complex and investors are 
likely to continue to boost their net long 
exposure to the metal to take advantage 
of its value proposition. In turn, the 
fundamentals should tighten, and the global 
platinum market could flip into a deficit. 
As platinum continues to look very cheap 
compared to palladium, we expect investor 
demand for platinum to remain buoyant in 
the near term, tightening the fundamental 
picture, and thereby pushing platinum prices 
higher.”

Orchid added that the expectation is for 
“investor demand for platinum to remain 
buoyant in the near term. Downside risks to 
our friendly outlook include weak seasonality 
for September, poor automotive demand 
outlook, and a challenging technical picture. 
Investors bought platinum at a very modest 
pace of 5,800 oz in August, also in sharp 
contrast with their significant buying activity 
in July of 76,000 oz and June of 104,000 oz.”

The current concern, however, is  
how many oz may be coming out of the 
ground, rather than how many are sold. On 
September 10, Bloomberg reported that the 
two of the largest producers of platinum in 
the South Africa, Anglo American Platinum 
and Sibanye Gold, “will seek mediation to 
break the deadlock in wage negotiations 
with South Africa’s largest platinum-mining 
labor union. The producers said they will 
try to resolve the standoff internally, rather 
than apply to the nation’s Commission for 
Conciliation, Mediation and Arbitration. 
The Association of Mineworkers and 
Construction Union, which started pay talks 
in June, has declared a dispute with the two 
mine operators.”

Market watchers suggest a rising price for 
platinum, which is widely expected, would 
likely drive the unions to push their demands 
harder but the mine owners would be more 
likely to compromise in the interest of getting 
metal out of the ground. That said, the 
mines of South Africa are socio-economically 
fraught, and there is always more at stake 
than just money.

At the other end of the equation, there is 
concern for demand from the automobile 
sector. Car sales are essentially flat in 
North America. Both Europe and India 
have reported lower vehicle sales in recent 
reporting periods. The deceleration is even 
broader in China, with overall industrial 
production off in most segments of the 
economy.

Fewer cars would mean fewer catalytic 
converters even if all the vehicles were 
powered by gasoline or diesel fuel. Subtract 
the small but fast-growing electric segment, 
and the implications for platinum are clear.

Yet Baruch, at Blue Line, remains sanguine. 
“I am a big follower of data, and it is clear 
Chinese industrial output is down. But 
what a lot of people are missing is that 
the government in Beijing has made major 
efforts to stimulate growth in the automobile 
sector. That quietly becomes a driver for 
platinum.”


