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Brightening on the capital
markets causes gold price
to rise
Gold is currently moving in the same way as the international stock and
bond markets. After a gradual decline in recent months, the price rose again
in November due to the US Federal Reserve’s interest rate hikes, which will
presumably be not as large in the future. However, the change in direction is
only likely to become truly sustainable in the event of a recession.
After the publication of the last Focus on
Precious Metal at the beginning of September,
the gold price initially continued the downward
trend that had existed since March, with fluctuations. At the end of September, the price fell
to a low of around US$1,620 per troy ounce,
and after a temporary rebound, the precious
metal was also traded at this price at the beginning of November. However, this was followed by a rapid increase in price of around
11% to almost US$1,800. The downward trend
thus seems to have been broken for the time
being. Gold now costs almost as much in US
dollars as it did at the beginning of the year.
In euros, however, the development looks
completely different. Firstly, at just under €55
per gram, gold costs significantly more on the
precious metals exchange than at the beginning
of 2022, when it cost around €51. Secondly, the
fluctuations have been less pronounced recently. Since the beginning of November, it has
increased only 3%. Moreover, the downward
trend is still intact, as the chart above shows.
The reason for the difference in price trend,
or rather the increasing spread over several
months between the euro-gold price (green
line) and the US dollar-gold price (grey line)

in the chart above is once again on account of
the exchange rate. The euro and other European currencies such as the British pound
or the Polish zloty depreciated strongly
against the US dollar from spring to the end of
September. The decline of the gold price in US
dollars, therefore, had only a muted effect in
Europe. Conversely, the rise in the gold price in the
last four weeks was accompanied by a rise in the
value of the European currencies against the US
dollar. The increase in the price of gold in Europe
was, therefore, not as drastic, and the gap displayed was able to close again to some extent.
Changes to the exchange rates are not only
suitable for explaining the smaller price
gold price since January 2020
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gold price and EURUSD exchange rate since January 2022
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fluctuations
from
a
European
perspective, but also as an explanation
for the ups and downs of the internationally
more important quotation of gold in US dollars. The following chart shows the strikingly
strong correlation between the precious metal
and the US dollar/euro exchange rate since the
beginning of 2022, which often also applies to
other commodities such as oil. The stronger US
dollar, expressed in the chart below by a fall in
the exchange rate of the euro, has been accompanied by a falling gold price and vice versa. An
exception to this rough rule of thumb is of course
possible. For example, in the weeks leading up
to the start of the war in Ukraine, fear in the
markets caused the price of gold to rise with
a simultaneous appreciation of the US dollar.
However, the importance of the US dollar for
the gold price development should not be over-

stated. This observation only scratches the
surface. The actual reason for the movement
of both variables in recent months was the
policy of the US Federal Reserve. And this is
not likely to change in the near future. High
inflation prompted the Federal Reserve System
to raise key interest rates sharply by a total of
3.75 percentage points since the spring. This
made the US dollar attractive against other currencies with less pronounced interest rate hikes,
such as the euro, while at the same time the
interest-free investment gold became less
attractive. Especially institutional investors
such as pension funds therefore sold the precious yellow metal. The gold holdings of physically backed exchange traded funds fell by 390
tonnes since mid-April. The previous increase
in holdings due to the war in Ukraine was thus
completely wiped out again. And the physical
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gold purchases by private investors, who bought
an above-average number of bars in October,
for example, were not enough to compensate.
In recent weeks, however, there have been
increasing indications that key interest
rates will be raised less quickly in the future.
Presumably, an interest rate hike of only
0.5 percentage points will probably be
decided in the USA in mid-December. Previously, the hikes were 0.75 percentage points
four times in a row. There are good reasons
for this probably more cautious approach. Inflation may have already peaked in the USA,
and the central bank wants to wait for the
effect of the previous interest rate hikes.
Typically, these only lead to a cooling of the economy after 6 months, which is why it is very difficult to calculate exact amounts. In the business
world, this problem is compared to driving a car
where you can only look in the rear-view mirror.
The deceleration of the tightening of monetary
policy that is now ahead of us had a decisive
influence on the stock exchanges in the last
few weeks. Prices rose on the stock exchange

as did the price of gold, while the US dollar lost
some of its strength and depreciated somewhat
against the euro and other currencies. However, it is not certain that these movements are
sustainable. In the end, the US Federal Reserve did not signal any key interest rate cuts
but rather increasing interest rates in smaller
steps and then maintaining the higher interest rate level. So far, however, this has been
largely ignored on the global capital markets.
In addition, the onset of a recession in the US
and Europe is becoming increasingly likely
for the coming months. This should be discussed in more detail with a focus on precious white metals. In any case, this means
that the price of gold may be volatile over the
next few months. Whenever new economic
and inflation data shows that a reduction in key
inte-rest rates in the USA is far from in sight,
gold is likely to be weighed down. On the other hand, the effects of the economic slowdown
should gradually become more noticeable, and
a recession tends to be positive for gold prices.

About the Author:
Dr. Thorsten Proettel has worked in economic, commodity and capital market analysis
for more than 20 years. During this time, the trained banker was responsible for the
precious metals forecasts of Landesbank Baden-Württemberg from 2007 to 2017. Not
least due to his studies and doctorate with a focus on monetary policy and economic
history, he is also very familiar with the significance of gold & co. as a currency metal.
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A volatile year ahead for
the silver price
The price of silver has risen in recent weeks in view of the US Federal Reserve’s
expected less extensive interest rate hikes. However, the economic slowdown is
likely to dampen demand from industry.

silver price development since January 2020
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The price of silver has developed in a similar way
to the price of gold in recent weeks, but with the
difference that the price started to rise again at
the end of October. In addition, the price of silver
in US dollars has risen strongly by 24% since
the beginning of September and in euros by
around 17% to just under €0.70 cents per gram.
Typically, silver is somewhat more volatile than
gold. Therefore, the opposing effects described
above of fewer future key rate hikes in the US
and the possible start of a recession in the
coming months could cause some turbulence. If

the economies in Europe and the USA do indeed
enter a crisis in 2023, then “safe havens” such
as gold are likely to be in demand. The demand
for silver for investment purposes should also
benefit from this. Those who cannot afford gold
will buy silver. However, industrial demand to produce everything from electronic components to
solar cells usually has a greater weight in pricing.
In the last brief recession due to the Corona
pandemic in the spring of 2020, the price of
silver plummeted by 35% in a matter of weeks,
and in the wake of the Lehman bankruptcy in 2008, silver fell by about 26% before
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recovering relatively quickly. Now, there is
nothing to suggest a repeat of such extreme
events in 2023, but even a normal economic
slowdown is likely to leave its mark on the industry, compounded by the pronounced crisis
in the real estate industry in China. Property
purchases in the People’s Republic have been
falling for more than a year, most recently by
23% compared to the same month last year.
At the same time, the Chinese economy is
the biggest unknown factor in silver price

development. The government in Beijing has an
interest in ensuring that the economic development does not get out of hand. Therefore, at a
certain point, government support measures are
a realistic option, and a further easing of the still
very strict ‘Zero Covid’ policy would also have
a stimulating effect. In this case, the Chinese
industry’s hunger for raw materials would increase again, which could boost the silver price
even if Europe and the USA are in recession.

Do you know the C.HAFNER customer portal?
Here you can use the functionalities you have
selected quickly and securely:
• rate fixing on the basis of your personal
purchase price
• and/or round-the-clock pick-up order for
scrap metal
And at the same time you benefit from
• current price trends
• deposited user data
• order history
https://recycling.c-hafner.de/login/
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Platinum rises in price on
concerns of supply shortages
The biggest surprise on the precious metals market in the last three months
was the sharp rise in the price of platinum. A market deficit of around 15% is
predicted for 2023.
At the beginning and end of September,
the platinum price was below the mark of
US$850 per troy ounce (about €28 per gram).
Currently, however, the price is around
US$1,050 per troy ounce (just under €32
per gram). The price peak of March has not
yet been reached, but platinum is at least
nominally more expensive than at the end of
2021, when the price was just under US$970.
Anyone who wants to look at the situation in
detail should of course take inflation into account in the meantime, something that is
usually forgotten on the stock market. Seen
in this light, platinum has not really increased
in price since the beginning of the year.
But the most recent movement needs explanation, especially as the sister metal,
palladium, became cheaper at the same time.
First, strikes and power cuts in South Africa, by
far the most important producing country, led
to a price spike. And at the end of November,
the World Platinum Investment Council (WPIC)
caused an increase in the price of the precious metal with its forecast of a market deficit.
According
to
this
forecast,
higher
demand in the coming year will lead to a
supply gap of 1.1 million troy ounces, i.e.,
34 tonnes or about 15% of the expected
supply. At second glance, it becomes apparent that this prognosis has shaky foundations.
The deficit is largely due to an expected increase in platinum purchases for investment
purposes, but investor behaviour is difficult to
predict. The fact is that the issuers of physically backed platinum ETFs have already been
selling the precious grey metal since mid2021, as investment interest has fallen. In this

way, almost 1 million troy ounces or about 30
tonnes of additional platinum have come onto
the market since then. However, the WPIC’s
observation about the recent increase in industrial demand, which absorbed the previous
oversupply, is correct. For example, the production of passenger cars with conventional petrol
and diesel engines increased as the previously tense international supply chains returned
to normal. Important components such as
chips, which could not be shipped due to covid
restrictions, are finding their way back into
factories. In addition, platinum’s price advantage over the more expensive palladium is
gradually causing the automotive industry to
shift its production of exhaust catalytic
converters. In the long run, the prices of
the two metals should converge. Initially,
however, the impending recession could depress demand from the automotive sector and
the rest of the industries. It would, therefore,
not be surprising if platinum becomes somewhat cheaper again in the coming months.

platinum price development since January 2020
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Palladium price falls
despite sanctioning
In April, the London platinum and palladium exchange LPPM revoked the socalled Good Delivery status of Russian refiners in the wake of the attack on
Ukraine. But despite Russia being the main source of platinum, the price has
been falling recently.
Since the publication of our last report at
the beginning of September, the palladium price fell from around US$2,000 (€65 per
gram) to US$1,900 per troy ounce (€58 per
gram). Despite the exclusion of the Russian
palladium refineries, there was little sign of
bottlenecks on the market in London. Presumably, like Russian oil, the metal will find its
way to buyers through alternative channels.
It is interesting that the prediction of a
massive market deficit for the palladium
market, in contrast to the platinum market, did
not trigger a price surge. Just a week after the
World Platinum Investment Council, the world’s
top palladium miner, Russia’s Norils Nickel,
released a similar assessment in late
November. According to this, there is
already a supply gap of 800,000 troy ounces
in 2022, which corresponds to just under 25
tonnes with a total annual supply of only 300
tonnes. The Russians expect demand to fall
by 4% in 2022, partly because the automotive industry is replacing expensive palladium
with cheaper palladium to produce catalytic
converters. But supply has also fallen faster
due to strikes and power cuts in the second
most important mining country, South Africa.
This assessment from Russia, however, does
not match the price decline in recent weeks,

and the justification for a continuation of the
alleged shortages next year may not be convincing either. According to this, a 10% increase in demand is to be expected in 2023,
as the further easing of international supply
chains would lead to higher car production.
In view of the impending recession in many
countries, there is more of a risk of a decline
in demand, and, in the long term, the trend towards electromobility is also likely to depress
demand in the automotive industry. However,
should the price really soften in the coming year
due to a difficult economic situation, this would
be a good opportunity for regular palladium
buyers to supplement their stocks. In view of the
high importance of Russia for supply and the
ever-tougher sanctions imposed by the West,
future real supply bottlenecks cannot
be ruled out.
palladium price development since January 2020
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Disclaimer: C.HAFNER GmbH & Co. KG, Wimsheim. The opinions and market information published in Fokus Edelmetall are based on
assessments by C. HAFNER GmbH & Co. KG at the time of writing. The information and assessments do not constitute any form of advice
or recommendation, forecasts and expectations are subject to the usual market risks and the actual results may differ considerably from
the assumptions and expectations. C. HAFNER GmbH & Co. KG is under no obligation to update, amend or supplement this document or
otherwise inform readers if any assumption, estimate or forecast contained in Fokus Edelmetalle changes or is no longer accurate. Neither
C. HAFNER GmbH & Co. KG nor its management bodies and employees accept liability for any damage or loss arising from the use of this
document. This document is exclusively for the information of the recipient. No part of this document may be reproduced in any form or by any
means without the written permission of C. HAFNER GmbH & Co. KG is permitted. Responsible according to § 55 Abs.2 RStV: Dr. Philipp Reisert
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As a gold and silver refinery, C.HAFNER processes secondary material into fine gold
bars. The Good Delivery Status of the LBMA guarantees the ethical origin of C.HAFNER
fine gold bars and the highest level of purity (999.9).

C.HAFNER GMBH + CO. KG
Maybachstraße 4
71299 Wimsheim, Germany

T. +49 7044 90 333-999
barren@c-hafner.de
www.c-hafner.de

All C.HAFNER fine gold bars are only available from
well-stocked precious metal dealers and banks.
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