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Despite a supportive medium-term outlook, sailing is unlikely to be entirely smooth for
the two industrial precious metals. Nevertheless, what forces might help the two metals
push through the headwinds in the short-term?

The fates of platinum and palladium are -inextricably tied to the dynamics of the
automobile market, given auto catalysts are the Targest demand source for the two
metals. While both metals are expected to be undersupplied in the coming years, the
tightness 1is potentially more urgent in palladium today. According to Metals Focus,
platinum is expected to be in a sTlight supply surplus of 182 thousand ounces (koz) in
2021 (in a market that totals 7933koz of supply). This surplus, however, may get
absorbed by additional investment demand. Palladium, on the other hand, 1is already in a

tight supply deficit of 1069koz in 2021 (with the total market supply of 9822koz)l.

There are, however, headwinds in the near-term. with the Delta variant <inducing growth
concerns for the global economy, safe-haven assets including the US dollar have been
supported in recent weeks. Higher dollar tends to reduce demand for dollar-denominated
commodities and incentivises higher supply. In the case of platinum and palladium, the
depreciation of the South African rand vs the US dollar can ignite this dynamic. Demand
growth 1is also under the cloud of semiconductor shortages facing the automobile
industry, i.e., fewer semiconductors for automobiles means fewer cars manufactured and,
therefore, lower demand for auto catalyst materials.

But an unexpected source of potential price volatility has materialised in the form of
unrest in South Africa - which produces around 40% of global palladium mining supply and

73% of global platinum mining supply?. while it is not clear yet how much disruption the
unrest might cause to the mining sector, sustained outages could cause prices to rise
sharply given the country’s substantial share of total supply.

Prices for both metals have, however, been buoyant since the middle of 3June. This is
possibly being driven by the resurgence in gold prices. Platinum and palladium tend to
have a Tlagged correlation with gold, i.e., when gold prices move, the two normally
follow. 1Inflation figures have continued to rise across major economies with US

inflation for June coming at 5.4%, up from 5.0% 1in May3. The US Federal Reserve (Fed), 1in
the meanwhile, has maintained its dovish policy stance. This is helping 1ift gold and
speculative positioning for the precious metal has started to bounce back in July. Since
this is not yet the case for platinum and palladium, the two may find additional support
if sentiment in their futures markets picks up as well.

The dynamic, therefore, boils down to how the gold effect can help overcome challenges
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facing the automobile industry in the short-term. The downside risk would be the Fed
turning hawkish on inflation and causing gold prices to retreat again - a scenario that
seems relatively unlikely for now. The upside risk 1is an extension of the supply
disruption from South Africa.
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Related blogs
+ Positioning for inflation: commodities and gold can be essential hedging instruments
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Important Information

Marketing communications issued in the European Economic Area (“EEA”): This
document has been issued and approved by WisdomTree Ireland Limited, which is authorised
and regulated by the Central Bank of Ireland.

Marketing communications dssued in jurisdictions outside of the EEA: This
document has been qissued and approved by WisdomTree UK Limited, which 1is authorised and
regulated by the uUnited Kingdom Financial Conduct Authority.

wisdomTree 1Ireland Limited and WwisdomTree UK Limited are each referred to as
“WisdomTree” (as applicable). our cConflicts of Interest Policy and Inventory are
available on request.

For professional clients only. The information contained in this document is for
your general information only and 1is neither an offer for sale nor a
solicitation of an offer to buy securities or shares. This document should not
be used as the basis for any investment decision. 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. Any decision to invest should
be based on the information contained in the appropriate prospectus and after
seeking independent investment, tax and legal advice.

The application of regulations and tax 1laws can often lead to a number of
different interpretations. Any views or opinions expressed in this communication
represent the views of wisdomTree and should not be construed as regulatory, tax
or Tlegal advice. WisdomTree makes no warranty or representation as to the
accuracy of any of the views or opinions expressed in this communication. Any
decision to invest should be based on the information contained 1in the
appropriate prospectus and after seeking independent investment, tax and Tlegal
advice.

This document 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 document nor any copy
hereof should be taken, transmitted or distributed (directly or 1indirectly) into the
United States.

Although wisdomTree endeavours to ensure the accuracy of the content 1in this document,
wisdomTree does not warrant or guarantee its accuracy or correctness. Where WwisdomTree
has expressed its own opinions related to product or market activity, these views may
change. Neither wisdomTree, nor any affiliate, nor any of their respective officers,
directors, partners, or employees accepts any liability whatsoever for any direct or
consequential Toss arising from any use of this document or its contents.
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