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A Pricing Perspective written by Aptium Global, Inc. 

Precious Metal Price Trends for Q3 and Beyond

MetalMiner™ is the creation of Lisa Reisman and 
Stuart Burns, the co-founders of Aptium Global Inc. 
Both Reisman and Burns have sourced and traded 
metals products around the world. The authors 
of dozens of articles, sourcing tools, and white papers, 
Reisman and Burns write their award-winning blog 
MetalMiner™ to share strategies, insights, and trends 
for cost avoidance and cost savings opportunities 
for metals related purchases. MetalMiner™ is available 
online at: 

www.agmetalminer.com

A note from the authors and founders

This may sound sad, but it’s true: We lie awake at 
night thinking about how manufacturers could save 
or avoid spending money on their metal purchases. 
It’s a strange thing to think about, but alas, someone 
has to do it. Through MetalMiner™, we take a global 
perspective on the issues, trends, strategies, and 
trade policies that will impact how you source and/
or trade metals and related metals services. From 
aluminum and steel to rhodium to gallium, from the 
thinnest gauge foils to the largest castings and forgings 
available today, we’ll cover a wide range of diverse 
topics—including green sourcing, lean sourcing, global 
pricing trends, capacity constraints, supply market 
M&A activity, and more. As always, you can reach us at 
info@agmetalminer.com to share comments and ideas.

Continue reading for our cost-cutting ideas.

Lisa Reisman and Stuart Burns

MetalMiner™

mailto:info@agmetalminer.com
http://www.agmetalminer.com
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Platinum and Palladium, Darlings 
of the Investment Community – Part One
by Stuart Burns on May 25, 2010

As investment products, platinum and palladium were often in the shadow 
of the king and queen of the PGM’s gold and silver. But in the last few years, 
the two metals have reached a much wider investor audience via Electronic 
Traded Funds, particularly the physically backed ETF’s launched by market 
leaders like ETF Securities. There is no question that they are a high risk 
investment whatever their supporters may say, but for the brave at heart the 
returns (and on occasion the losses) can be substantial.

As the graph shows, platinum and palladium have outperformed US equity, bond and commodity 
benchmarks by between 40 and 200% over the past five years. Although the market plummeted by 
71% in 2008/9 according to Johnson Matthey’s latest PGM report covered in a Mineweb article, 
it has recovered strongly in 2009/10 to not far off its previous peak. According to a recent ETF 
Securities presentation, platinum and palladium rose respectively by 57% and 118% substantially 
in 2009 outperforming equities, bonds and the broad commodity benchmarks.  Great news for 
investors with the foresight to have been long but painful for consumers budgeting on more modest 
rises from the lows of early 2009.

Arguably the PGM’s are as much a store of value in times of tension as they are an industrial metal, 
as such their fundamental supply and demand drivers although widely quoted by analysts and 
investors are only part of the equation when it comes to driving sentiment and hence prices. Having 
said that, a market in deficit is a market which will expect prices to rise and a market in surplus is a 
market expecting prices to fall (except for those in the aluminum market of course) so for the sake 
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of our hard pressed platinum and palladium consumers lets consider where these conflicting 
drivers may push prices going forward?

Physical demand for both metals is driven by broadly similar applications as these graphs with 
data taken from Johnson Matthey show:

But the way each metal plays out has, in part, been a function of how pricing has encouraged a 
migration of use from one metal to another and/or how technology has increased the demand for 
one metal over another for similar applications.

For example auto-catalyst demand for platinum has been impacted by lower automotive build 
rates in 2008/9 but also partial substitution by palladium as a comparison of these two 
graphs shows:
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Palladium on the other hand has seen increases in jewelry demand, for auto-catalysts and 
maintained steady industrial demand as this graph shows:

 
The one trend both metals show is increasing investor demand as illustrated by the pale blue section 
increasing at the top of each bar in recent years.

In a follow-up post we’ll take a look at platinum and palladium supply markets. 

Related link:

Another million ounces of Russian palladium stock to hit the market this year?
http://www.mineweb.com/mineweb/view/mineweb/en/page35?oid=105161&sn=Detail&pid=92730

Platinum and Palladium, Darlings 
of the Investment Community – Part Two
by Stuart Burns on May 25, 2010

At the end of 2009, we wrote on the strength of the lead market and
reported predictions from several quarters that saw lead prices as high as 
US$2700 per ton by the middle of the year. Well five months later and the 
lead market is looking a little different. Prices have dropped from $2500 
per ton to a low of $1875 per ton although they have recovered a little to 
around $1975 per ton today. Meanwhile stocks have continued to rise as this 
Reuters graph shows to around 185,000 tons on the LME and western world 
commercial stocks reached 408,200 tons according to Reuters report.

But supply is a different matter. Platinum mine production comes from just two sources. 78% comes 
from southern Africa and 12% from Russia. Average mine production has been falling, on average 
by 1% per annum over the last five years. The main constraint has been power and labor issues in 
southern Africa. Increasingly, auto-catalysts recovery has become an important source of supply for 
both metals but the swing supply issue for palladium has been shipments from Russia. The country 

http://www.mineweb.com/mineweb/view/mineweb/en/page35?oid=105161&sn=Detail&pid=92730
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has inventory dating back to the days of the cold war and probably added to since. The authorities 
keep inventory levels a secret and sell at their own discretion onto the world market.  Large 
shipments of palladium were made from Russia to Switzerland in late 2007 and the second half of 
2008, reaching roughly three million ounces.  Johnson Matthey is quoted in a Mineweb article as 
saying the firm believes that around a million ounces of this metal was priced and sold in 2008 and 
the same again in 2009; the company also believes that the remainder is scheduled for sale in 2010.  
Matthey does not, however, expect that the metal shipped into Switzerland in early 2010, in excess 
of 320,000 ounces and “apparently from Russian state stocks”, will be sold into the market this year.  
Russia is the source for 50% of global palladium supply, followed by South Africa at 35% and North 
America making up much of the rest. Inevitably a rise in supply from Russia could depress prices but 
the Russians know that and are unlikely to upset the market to their detriment.

Although palladium supply should increase this year following a resumption of supply from North 
America, demand is also expected to increase, driven by improved off-take from the auto industry, 
particularly now that the auto industry’s heavy de-stocking of 2009 is complete.  Johnson Matthey 
is expecting industrial demand to continue to increase slowly but steadily for the medium term, 
although the outlook for jewelry demand is somewhat clouded.  On balance, the palladium market is 
expected to be in oversupply this year, but the surplus is forecast to be smaller than that of 2009. The 
unknown is Russia.

Increasingly both metals, although heavily influenced by the fundamentals of supply and demand are 
experiencing a price escalator due to the attentions of ETF’s. At the moment, ETF demand is a small 
percentage of total demand as we have seen, but it is an increasingly influential percentage. ETF 
investors appear to be in it for the long term, or so steadily rising fund inflows have suggested so far.

Although these precious metals so spectacularly outperform other forms of investment this will no 
doubt continue. Monitoring ETF in and out flows therefore becomes one more measure for PGM 
consumers to monitor if they want to track the level of investor support. Another measure as ETF 
Securities identified is the correlation between the price of platinum and palladium to emerging 
market growth as shown by the OECD BRIC Leading Indicator.  So the two variables that will spook 
ETF investors the most are likely to be automotive build rates and emerging market GDP figures. If 
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either fall back prices may falter, if both fall back expect ETF inflows to follow and with it a major 
driver of the price.  

The Rise of Precious Metal ETF’s 
and Lessons for Broader Industrial Metals Markets
by Stuart Burns on April 26, 2010

Every week or two I receive a “random” inbound email from someone who 
happens to be passing through Chicago and would like to set up a meeting. 
Since many of these emails involve software or services outside our core 
business, I tend to ignore most of them. But when I had the opportunity to 
meet up with Will Rhind of ETF Securities, I knew I’d learn something. For 
those of you not familiar with ETF Securities, they offered the first physically 
backed precious metal ETFs including gold, silver, platinum and palladium 
for the US market. Yawn some of you are saying “Lisa, we don’t buy precious 
metals who cares.” Well, that statement may apply to most of you but we’d 
argue gaining an understanding of how these commodity ETFs work and 
how they can (or can’t as the case may be) impact industrial metals markets 
applies to any sourcing organization and in some cases, to any company for 
that matter. Here is why….  

First, Will mentioned that many corporations have parked their cash so to speak in commodity 
ETF’s as a means of hedging global financial risk. Though I argued companies probably have less 
fear of that today then say 12 months ago, I’m sure Will is correct in that Treasury departments in 
major corporations have begun to reconsider their own risk mitigation strategies. That may include 
diversification for which commodity ETF’s offers a means of doing just that.

Second, for better or worse, the rise of physically backed ETF’s has impacted prices. Though Will 
quickly pointed out that many folks ignore the fact that a bigger and faster growing bar and coin 
market exists, nevertheless, ETF Securities’ four US precious metals products have received inflows 
of over $1.3b. By investing in the underlying metals (the metals are stored in Switzerland) price 
direction has come from the “long” positions taken by investors. We recently covered the rising 
palladium market. But Will also suggested that prices for palladium may also be high because the 
Russians don’t have as much stock as some previously suspected (logic being that if they did have 
stocks, now would be a good time to offload them given rising price levels). So to some extent, 
the increase in palladium prices may very well indicate the supply situation looks less rosy than 
previously thought.

But the points I found most interesting in my discussion with Will involved the differences in 
perception between the US and European markets for these products. Only in the US has Will 
encountered a number of conspiracy theories typically centered around the notion that the gold 
(and other metals) held by these funds either a) doesn’t exist or b) isn’t authentic. No doubt this 
stereotype stems from the Great Depression when Franklin Roosevelt issued Executive Order 6102 
essentially ordering US citizens to hand over their gold to the Federal Reserve for $20.67/oz (failure 
to do so would result in a fine, up to ten years in prison or both) When I mentioned our coverage 
of tungsten filled gold bars, Will laughed saying, “So you are the source of all the phone calls we 
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receive on that subject!” But ETFs remain subject to US bank regulation and could not operate in the 
US if the underlying commodities didn’t correspond to the financial product offered.

For now, the base metal ETFs can be classified as “synthetic” in other words, they either mirror what 
happens on the futures exchanges or comprise a mix of producers whose stocks comprise the ETF 
basket. These do not impact prices.

What plans does ETF Securities have for the future? Will mentioned several times the company 
has over 180 commodity products currently offered abroad and they seek to create that one-stop-
shop for the US market. What does this tell us about metal ETF’s? We take it as a signal that these 
financial products both synethetic and otherwise remain in a growth cycle. 

Related links:

ETF Securities Ltd
http://www.etfsecurities.com/us/welcome.asp

Palladium, Where to Now?
http://agmetalminer.com/2010/04/19/palladium-where-to-now

Executive Order 6102
http://en.wikipedia.org/wiki/Executive_Order_6102

Banks See Metals Prices Retreat This Year

by Stuart Burns on April 7, 2010

For once our favorite doomsayer Ambrose Evans-Pritchard, International 
Business Editor of the Telegraph Newspaper is not quoting his own 
research in an article but that of Deutsche Bank and RBS owners of 
Sempra Commodities. The article quotes Michael Lewis, commodities chief 
at Deutsche Bank as saying, “We believe overheating risks in China are 
escalating, heading into the second quarter, we believe China will become 
the main source of event risk for commodity markets, specifically industrial 
metals.”

The bank believes Beijing is likely to slash growth in spending on infrastructure from 120% last year 
to just 7% this year. Deutsche expects China’s central bank to cut loan quotas by almost a quarter 
to 7.5 trillion Yuan ($1.1 trillion) this year, raise rates, and tighten reserve rules to choke inflation, 
while local authorities take their own measures to curb the property boom. As lead, zinc, copper, 
and nickel are all highly leveraged to China’s building cycle, consumption will be hit dramatically if 
investment is cut back as expected.

RBS is in broad agreement saying China has been the main engine of metals price increases 
sucking in up to 40% of the world’s consumption but more controversially it claims much of the 
buying was speculative and large inventory position risk still exists that have not been eaten into in 
spite of the high levels of industrial activity.

http://en.wikipedia.org/wiki/Executive_Order_6102
http://www.etfsecurities.com/us/welcome.asp
http://agmetalminer.com/2010/04/19/palladium-where-to-now
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RBS is expecting prices to fall back over Q2 and Q3, not collapse but retrench as final consumption 
fails to continue its heady growth of H2 2009. The bank also warned that a surge of pent-up supply 
from mines is “waiting in the wings to make its grand entrance” just at the wrong moment as the 
global recovery goes through a patch of turbulence. 

Here Mr. Evans-Pritchard comes back to a point he has made many times before but which other 
commentators rarely focus on and that’s money supply. An expanding money supply is a sign of 
growth and a contracting money supply is the reverse, certainly a contracting money supply is a 
severe restriction to growth. As Wikipedia puts it – there is strong empirical evidence of a direct 
relation between long-term price inflation and money-supply growth. According to his article, the M3 
money supply has been contracting since mid-2009 in both the US and the Eurozone. It has been 
slowing in other areas such as Saudi Arabia, where the M3 growth rate has fallen for five months. A 
contracting money supply could indicate a double dip or at the least stalling growth this year.
Back to the banks. RBS is most bearish on gold, forecasting a 17% drop to $925 an ounce later this 
year. The metal will lose its ‘anti-dollar’ appeal as the dollar grinds higher and the Fed tightens, but 
shoot to fresh records above $1,300 by 2013. The bank sees parallels with the commodity rally of 
1982, which faltered after nine months as the US economy tipped into a double-dip recession. Raw 
material prices then relapsed for another couple of years. “We expect the path ahead to be strewn 
with many risks associated with unwinding strategies, rising rates and taxes, and the debt burden,” 
it said. Deutsche Bank agrees seeing plenty of risks ahead not least a Greek default that spreads 
contagion, a larger bond market crisis in big industrial states, and regulatory overkill on banks. But 
the greatest looming danger is a Sino-American showdown over the Yuan-US Dollar exchange rate 
peg. As the article concludes, “Political rigidities appear to be building both within China to resist 
change, and within China’s trading partners -prominently the US – to try to force change. This is a 
toxic mix.”. 

Related link:

China’s credit curbs pose mounting risk to commodities
http://www.telegraph.co.uk/finance/china-business/7545798/Chinas-credit-curbs-pose-mounting-risk-to-commodities.html
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Category Sourcing
We typically work with companies in which 
we can generate at least $3m of annual 
savings. We perform this work on a 
contingency or gain-share model to ensure 
results are implemented.

Facilitated 3-day Category Cost Savings
This offering is designed for middle market 
companies or companies in which Aptium 
can’t affect a $3m annual cost savings. 
For a flat fee, we gather spend data, speak 
to the sourcing/procurement organization 
and in a workshop format, provide an 
overview of various savings options available. 
We also provide our proprietary total cost 
of ownership models, supplier lists, price 
forecasts, MetalMiner IndXSM data, along 

with a comprehensive report outlining how 
the strategies can be implemented, risks and 
potential savings. Aptium provides the tools, 
your team implements the solutions.

Metals Pricing/Sourcing 
Advisory Membership
This offering is designed for companies that 
require in depth insight into underlying 
non-ferrous or ferrous metal pricing trends 
to affect monthly, quarterly, semi-annual 
or annual purchasing decisions. You receive 
detailed commodity reports for your metals 
categories as well as sourcing driven 
quarterly/monthly tele-conference guidance 
on spot market, forward buys, hedging 
strategies, etc. Fees are charged as an annual 
membership and are available on a quarterly 
or monthly basis.

For more information on any of these opportunities, contact us at 773-525-9750 
or drop us a line at info@agmetalminer.com.

Want to talk about metals or ways we can help you 
save money on your metals purchases? 
Check out our many service offerings.

Updated daily with price tracking for more than  
15 different types of metals from multiple  
international markets, MetalMiner IndXSM is 
an invaluable tool for metals sourcing professionals!

www.agmetalminer.com/metalminer-indx

Although every effort has been made to ensure that the contents of 
MetalMiner Perspectives are accurate, they should not be considered 
the sole basis for decision-making. Neither MetalMiner, Aptium Global 
Inc., nor any person involved in this publication accepts any liability 
whatsoever for any loss or damage which may directly or indirectly 
result from any opinion, information, representation, errors or omission 
whether negligent or otherwise contained herein. Our papers involve 
a high degree of research and analysis, but the opinions expressed in 
this publication are not to be interpreted as direct or indirect advice to 
purchase, sell, or participate in the metals market.

MetalMiner content provides information of a general nature and is 
designed for informational and educational purposes only. The editors 
and authors of each publication cannot be held responsible for the 
accuracy of any content, comments, solutions, or other data contained 
herein and specifically disclaims all warranties as to the accuracy, 
completeness, or adequacy of such information and shall have no 
liability for errors, omissions, or inadequacies in the information 
contained herein or for interpretations thereof. All Content represents 

the viewpoints of the contributor only, and is not to be interpreted 
as a statement of fact, and you acknowledge that any reliance 
on Content will be at your own risk. The reader assumes sole 
responsibility for the selection of these materials to achieve its 
intended result. The opinions express herein are subject to change 
without notice.

The right to download and store the materials found in this web site is 
granted for viewing purposes only. Materials may not be reproduced 
in any form. Aptium Global, Inc. retains all rights to the information 
provided by this service, including, but not limited to the right of 
distribution. All documents available from this server are protected 
under the U.S. and foreign copyright laws. Permission to reproduce is 
required. Aptium Global Inc is not responsible for the content 
of any referenced sources contained within. To purchase reprints of 
publications, please email: info@agmetalminer.com

http://www.agmetalminer.com/metalminer-indx
mailto:info@agmetalminer.com

