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Taming Inflation 

The Fed has begun to move even more aggressively on tighten-
ing monetary policy, although its moves and forecasts at the May 
Federal Open Market Committee (FOMC) meeting fell short of some 
market expectations. At the May meeting the Fed raised rates by 50 
basis points, left open the possibility of another two 50 basis point 
increases at the next two FOMC meetings, and also announced 
that it would begin to shrink its portfolio of Treasury and mortgage-
backed securities starting 1 June. 

The Fed should be able to cool demand over the next couple of 
quarters with its monetary policy plan without triggering a reces-
sion, but there are numerous risks and problems that could pre-
vent inflation from being effectively brought under control. 

The Fed can control the demand side which is influencing 
inflation, but the sharp increase in inflation at this time is 
not just a demand side problem. It is also, if not more so, a 
supply side issue, over which the Fed has virtually no con-
trol. The Fed can hope to accomplish two things with its tighten-
ing monetary policy. One is to cool the demand side sufficiently to 
allow the supply side to catch up with demand, and the other is to 
prevent an upward wage-price spiral. 

Raising rates could soften consumer demand. Higher rates relative 
to other developed economies could also strengthen the dollar. 
Both these factors could help control inflation. Higher interest rates 
could also deflate some asset values, which could result in a nega-
tive wealth effect further curbing consumer demand. Equities are 
more likely to correct than real estate, where again a supply short-
fall is likely to keep prices elevated. While real estate prices may not 
rise the way they have over the past couple of years, they appear 
unlikely to fall sharply either. Consumer demand also will be hurt 
from an increased amount of money being diverted toward essen-
tials like food and fuel. 

Given the essential nature of housing, food, and fuel, and the lim-
ited impact that the Fed can have on these because their prices are 
elevated due to supply side issues could result in an elevated risk of 
a wage-price spiral, which could make inflation more anchored. 

Housing prices have risen in large part due to low rates and a more 
rapid move out of cities into suburbs. However, the lack of housing 
inventory has played an equal part in boosting prices. Addition-
ally, there has been a heavy shift of institutional investor money 
into real estate, with investors accounting for 15% - 20% of hous-
ing purchases in recent quarters. This has added to the imbalance 
of supply and demand for housing, and thus higher prices. The 

tightness in the housing market has 
also resulted in an increase in rental 
prices. While higher interest rates 
should prevent house prices from 
continuing to escalate as they have 
in recent years, we expect the lack of 
supply to prevent any sharp decline. 

photo by guillaume-perigois
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Energy prices and some food prices have shot 
up sharply this year in response to the war 
between Russia and Ukraine. The war has gone 
on longer than most expected and the end does 
not seem near. At present the risk has risen of 
the war growing worse, possibly sucking the U.S. 
and NATO into a direct conflict with Russia.

This week the European Union (E.U.) finally 
proposed an embargo on Russian oil and gas. 
The E.U. proposed a ban on imports of Rus-
sian crude oil within six months and on refined 
oil products from Russia by year-end. All 27 
countries will need to sign off on this proposal. 
Some countries like Hungary and Slovakia, that 
are more dependent on Russian oil, are likely 
to be given more time (20 months). Some other 
member states are likely to ask for more time as 
well. A push is being made to have a decision as 
early as this week. The news of this embargo has 
already pushed energy prices higher and is likely 
to keep them elevated over the remainder of 
this year unless this revenue squeeze for Russia 
finally ends the war. 

Another external factor that is expected to keep 
inflation buoyed is China’s zero-Covid policy. This 
policy is adding to the supply chain disruptions 
that have been an important contributor to infla-
tion. The dichotomy in the approach followed by 
China with regard to Covid infections and poli-
cies followed by the rest of the world is creating 
imbalances that will push up inflation. China is 
an important manufacturing hub and further 
disruptions to the supply side will create greater 
imbalances between supply and demand, where 

the rest of the world is trying to manage Covid 
without shutting down their economies.

The foregoing factors will collectively make taming 
inflation challenging. The Fed is not likely to be 
able to bring inflation down sharply until the 
supply side issues are resolved. This should help 
to keep a floor under precious metals prices, 
particularly gold and silver. 

Price support for platinum group metals in the 
next few months is largely dependent on the risks 
of supply disruptions. In addition to concerns 
about supply disruptions out of Russia there also 
are concerns about disruptions out of South 
Africa, as some mining companies there are 
headed for wage negotiations. The demand side 
is expected to weigh on prices, meanwhile, as 
various problems from high oil prices, rising rates, 
and low vehicle inventory hurt platinum and pal-
ladium demand from the auto sector. 

photo byguillaume-perigois

photo by sandy-millar
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CHART 1

Gold prices sank during the second half of April as 
markets began to price in tighter monetary policy 
than was previously anticipated. The Fed is now very 
focused on reducing inflation and is expected to do 
whatever it takes. This will put further upward pres-
sure on real rates, which will act as a headwind to 
gold prices. The 10-year real rate moved into posi-
tive territory on 29 April, getting as high as 0.18% on 
2 May. This was the first-time rates have moved into 
positive territory since January 2020. 

Please see Chart 1.

These real rates are still very low and gold has 
historically delivered positive returns in periods of 
positive real rates as high as 1%. Historically, some 
of the best returns have been observed when real 
rates were around present levels. Gold’s returns do 
turn negative when real rates start to rise above 1%. 

Please see Chart 2.

It is clear that the Fed plans to raise rates going 
forward and while this could cool the demand side, 
it is not expected to have any meaningful impact on 
the supply side shocks facing the world, which could 
keep inflation at elevated levels and press real rates 
to move around zero. 

While rising rates are expected to act as a headwind 
to gold prices, there are other reasons why inves-
tors may still want to buy gold, primarily as a portfo-
lio diversifier. Various political, macroeconomic, and 
Covid related risks remain, which make adding gold 
to a portfolio a good idea. 

Gold prices are expected to move sideways at pres-
ently elevated levels between $1,830 and $1,950 
in coming months. At this time inflation’s positive 
impact on gold prices is expected to outweigh the 
negative effects of rising interest rates. Gold moves 
into a period of seasonal weakness in coming 
months, which could weigh on prices, however.  

Please see Chart 3.

. 

CHART 3

CHART 2
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Gold Market Continued

M A R K E T S  I N  S U M M A R Y

Official Transactions

Central bank demand has been weak during the first quarter of this year, with central banks turning net 
sellers during this period. Over the course of the first quarter central banks were net sellers of 54,000 
ounces of gold. Net sales were larger during the first two months of the year, with net sales totaling two 
million ounces at the end of February. Please Table 1.

Changes in Central Bank Gold Reserves in 2021
Million Troy Ounces    
   Net Month of
 Year-End YTD Change Reporting
 2020 2021 2020-2021 to IFS
Countries Increasing Reserves    
Thailand  4.95  7.85  2.900  Dec

India  21.76  24.25  2.490  Dec

Hungary  1.01  3.04  2.025  Dec

Brazil  2.17  4.17  2.002  Dec

Uzbekistan  10.70  11.64  0.940  Dec

Singapore  4.10  4.94  0.847  Dec

Kazakhstan 1 2.47  12.94 0. 467  Dec

Australia 1.79  2.25  0.452  Dec

Mongolia  0.26  0.31  0.049  Dec

Cambodia  1.46  1.62  0.160  Dec

Belarus  1.61  1.72  0.108  Dec

Ireland  0.19  0.31 0.113  Dec

Poland  7.35  7.42  0.070  Dec

Serbia  1.15  1.20  0.054  ec

Czech Republic  0.31  0.34  0.035  Dec

Egypt  2.58  2.60  0.022  Dec

Solomon Islands  0.00  0.02  0.020  Dec

Colombia  0.13  0.15  0.017  Dec

Zambia  0.00  0.01  0.011  Dec
    Subtotal Gross Increases   12.781

   Net Month of
 Year-End YTD Change Reporting
 2020 2021 2020-2021 to IFS

Countries Decreasing Reserves   
Philippines  6.07  5.11  0.964  Dec
Turkey  18.26  16.89  -1.366  Dec
Kyrgyz Republic  0.54  0.33 -0.212  Dec
Germany  108.11  108.00  -0.108  Dec
United Arab Emirates  .85  1.78  -0.070  Dec
Malta  0.01  0.00  -0.003  Dec.    
 Subtotal Gross Decreases  -2.73 
Subtotal Net Changes   10.059

 
Changes in Central Bank Gold Reserves in 2022   

Million Troy Ounces    
   Net Month of
 Year-End YTD Change Reporting
 2021 2022 2021-2022 to IFS 

Countries Increasing Reserves    
 
Ireland  0.31  0.39  0.081  Mar.
India  24.25  24.37  0.124  Mar.
Argentina  .76  1.99  0.224  Mar.
Egypt  2.60  4.02 1 .417  Mar.
Turkey  16.89  17.39  0.499  Mar.
France  78.33  78.34  0.010  Mar.
Czech Republic  0.34  0.35  0.011  Mar.
Serbia  1.20  1.21  0.014  Mar.

    Subtotal Gross Increases   2.380  

   Net Month of
 Year-End YTD Change Reporting
 2021 2022 2021-2022 to IFS 

  Countries Decreasing Reserves  
  
Uzbekistan  11.64  10.85  -0.790  Mar.
Kazakhstan  12.94  11.84  -1.101 Mar.
Qatar  1.82  1.65  -0.175  Mar.
Australia  2.25  2.12  -0.128  Mar.
Mongolia  0.31  0.25  -0.065  Mar.
Poland  7.42  7.35  -0.070  Mar.
Philippines  5.11  5.03  -0.081  Mar.
Germany  108.00  107.98  -0.019  Mar.
Mexico  3.86  3.86  -0.004  Mar.
Malta  0.00  0.00  -0.001  Mar.    
Subtotal Gross Increases   -2.434  
 
Subtotal Net Changes   -0.054 

TABLE 1
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Gold Market Continued

M A R K E T S  I N  S U M M A R Y

GOLD STATISTICAL POSITION TABLE

 2012  2013  2014  2015  2016  2017  2018  2019  2020 2021 2022

Total Supply  131.5  127.1  127.8  125.1  129.9  132.0  131.0  128.3  125.2  126.9  128.2
 % Change Year Ago  1.2%  -3.4%  0.6%  -2.2%  3.9%  1.6%  -0.8% -2.1%   -2.4% 1.4% 1.0%  

Total Fabrication Demand  82.6  92.0  93.5  96.7  93.6  97.0  98.1  93.9  77.3  89.3  91.7
 % Change Year Ago  1.8%  11.3%  1.7%  3.4%  -3.2%  3.7%  1.1% -4.2%  -17.7%  15.6% 2.6%

Total Official Transactions  11.4  25.0  18.6  13.6  7.9  10.6  16.9 17.3  8.0  10.8 9.0
 % Change Year Ago  17.6%  119.0%  -25.7%  -26.9%  -41.6%  33.8%  58.9% 2.6% -53.8% 24.5% -16.3%

Total Net Private Investment  37.5  10.1  15.7  14.8 28.4  24.4  17.5  18.5  43.6  43.8 27.5
 % Change Year Ago  -4.0%  -73.0%  55.7%  -5.9% 91.7%  -14.2%   -30.1%   6.0%  133.6% -32.7% 2.6%

Total Stock Demand  48.9  35.1  34.3  28.4  36.3  35.0  34.3  35.8  51.6  49.8 49.5
 % Change Year Ago  0.3%  -28.2%  -2.3%  -17.3%  28.0%  -3.7% -5.8%  4.3%  39.3%  -21.4% -2.8%

TABLE 2

A large purchase by the central bank of Egypt and an increase in gold purchases by the central 
bank of Turkey helped to reverse a lot of those losses during March. The Egyptian central bank 
added 1.4 million ounces of gold to its holdings during March, meanwhile, the central bank 
of Turkey went from being a net seller of 307,000 ounces during the first two months of 
2022 to being a net buyer of 499,000 ounces at the end of March. The total number of central 
banks that were net buyers of gold at the end of March rose to eight from three at the end of  
February. Other major buyers of gold during the first quarter were the central banks of Argentina 
and India, which each added 224,000 ounces and 124,000 ounces, respectively. 

Nine central banks were selling gold at the end of the first quarter, reducing their holdings  
collectively by 2.43 million ounces. This decline was up from the 2.11 million ounces reduced at 
the end of February. The largest reduction was made by the central banks of Uzbekistan, which 
reduced its holdings by 790,000 ounces during the first quarter. 

Please Table 2.

photo by leonardo-ramos
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Three-Month Silver Price Projections
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Silver prices followed gold prices 
lower during the second half of April. 

In relative terms silver performed 
worse than gold during April. The 
monthly average gold:silver ratio 
rose to 81.5 during April, the  
highest it has been since July 2020. 
It is not entirely surprising that silver 
lost value faster than gold during the 
recent correction in prices. Silver is 
significantly more volatile than gold 
and a rising interest rate  
environment coupled with concerns 
about the impact of China’s  
lockdowns on fabrication demand 
likely had an outsized negative 
impact on silver prices during April. 

Please see Chart 4.

Silver Market

M A R K E T S  I N  S U M M A R Y

Silver Statistical Position Table
2012 2013 2014 2015 2016 2017 2018 2019p 2020p

Total Supply 1,002.6 981.8 1,012.9 1,005.4 1,004.9 977.4 978.1 993.2 1,012.4
% Change Year Ago 4.4% -2.1% 3.2% -0.7% 0.0% -2.7% 0.1% 1.5% 1.9%

Total Fabrication Demand 804.4 836.8 854.4 873.9 901.3 927.2 936.9 941.1 950.1
  % Change Year Ago -2.0% 4.0% 2.1% 2.3% 3.1% 2.9% 1.0% 0.5% 1.0%
Net Surplus or Deficit 198.2 145.0 158.6 131.5 103.6 50.2 41.3 52.2 62.2
Addenda Coinage 105.9 140.3 140.0 145.74 137.9 84.8 78.4 55.0 50.0

SILVER STATISTICAL POSITION TABLE

 2012  2013  2014  2015  2016  2017 2018 2019 2020 2021 2022

Total Supply  1,000.3  978.3  1,010.4 1,011.0  1,029.6  975.6  988.1  964.0 937.6 986.9 984.4
 % Change Year Ago  4.4%  -2.2%  3.3%  0.1%  1.8%  -5.2%  1.3%  -2.5%  -2.7% 5.3% -0.3%

Total Fabrication Demand  804.4  836.8  854.4  872.3  892.5  927.9  927.9  926.9  872.3 890.1 908.1 
% Change Year Ago  -2.0%  4.0%  2.1%  2.1%  2.3%  3.0%  1.0%  -0.1%  -5.9% 2.0% 2.0% 
Net Surplus or Deficit  195.9  141.5  156.0  138.6  137.2  56.7  60.5  37.2  65.2 96.8 76.2

TABLE 3

While the current gold:silver ratio 
is very high by historical standards 
further gains in the ratio should 
not be ruled out. That said, silver’s 
relative undervaluation to gold will 
eventually make it a more compel-
ling investment. While there are 
various headwinds to silver prices in 
the near term, there still are  
various macroeconomic and  
fabrication demand fundamentals 
which should be supportive of 
higher silver in the future. 

Over the next several months silver 
will head into a period of seasonal 
weakness, which coupled with rising 
real rates is expected to act as a 
headwind to prices. That said, ongo-

ing concerns about inflation, low real 
rates, and increased volatility across 
financial markets should help provide 
support to prices. 

Please see Chart 5.

Silver prices look somewhat over-
sold at the time of writing this report 
and could see a small rebound from 
these levels. Prices do have initial 
resistance around $23.50. If inflation 
does not show signs of abating over 
the next few months, a break above 
$23.50 is quite possible. On the 
downside, there is good support for 
prices at $22, but given the turmoil 
in markets a brief decline in prices to 
$21.50 should not be ruled out. 

Please see Table 3.
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Over the course of April platinum prices gave back gains 
made during the first quarter of this year, essentially 
dropping back to levels seen in December 2021. Reduced 
anxiety about supply disruptions out of Russia and weak-
ness in auto markets both contributed to the weakness in 
platinum prices. 

Platinum prices have been ticking higher in the first few 
days of May. 

Mine supply disruptions from South Africa are expected to 
be the primary factor supporting platinum prices in the near 
term. Mining companies will begin to negotiate their wage 
contracts over the next couple of months. These negotia-
tions are oftentimes accompanied with labor strikes. This is 
already being observed at Sibanye-Stillwater’s gold mines in 
South Africa, where wage negotiations are presently under-
way. Threats are also being made of labor strikes at Sibanye-
Stillwater’s platinum group metals (PGM) mines ahead of 
wage negotiations there. 

South Africa accounts for almost three fourths of global 
platinum mine supply. Any possibility of supply disrup-
tions is therefore supportive of prices. In the absence of an 
actual disruption to supply and the ongoing weakness in 
platinum fabrication demand from the auto sector should 
keep prices within the $900 to $1,040 price range. If there 
is an actual disruption to platinum mine supply from South 

Platinum Market

M A R K E T S  I N  S U M M A R Y

PLATINUM STATISTICAL POSITION

 2012  2013  2014  2015  2016  2017 2018 2019 2020 6,707 2022

Total Supply  7,071  7,415  6,108  7,344  7,199  7,241  7,296  7,285  6,402  6,824 6,975
 % Change Year Ago  -10.2%  4.9%  -17.6%  20.3%  -2.0%  0.6%  0.8%  -0.1%  -12.1%  4.8%  4.0%

Total Fabrication Demand  7,211  7,202  7,074  7,008  7,055  7,095  7,180  7,061  6,216 6,528 6,843
 % Change Year Ago  2.3%  -0.1%  -1.8%  -2.9%  0.7%  0.6%  1.2%  -1.6%  -12.0%  5.0% 4.8% 

Net Surplus or Deficit  -141  213  -967  337  144  146  116  224  186  179 131

TABLE 4

Africa the price of platinum could shoot higher to $1,100 
or even $1,200, despite weakness in fabrication demand. 
Furthermore, while no actual disruption in platinum supply 
is expected from Russia, the ongoing escalation of tensions 
between Russia and the West suggests that no scenario 
should be ruled out.  Please see Chart 6 and 7. 

Meanwhile, fabrication demand is expected to be less sup-
portive of platinum prices. Commercial vehicle sales were 
down across major markets during the first quarter of this 
year. All markets experienced double digit declines during 
this period compared with the same period in 2021. Part of 
the reason for the decline was a comparison to early 2021 
when commercial vehicle markets still were recovering 
from the slump in sales during 2020, but other factors like 
an ongoing chip shortage, rising inflation and interest rates, 
the spread of the Omicron variant of Covid, and Russia’s 
invasion of Ukraine are weighing on the demand for com-
mercial vehicles. Please see Chart 8.

Chip shortages have been one of the primary issues hurt-
ing demand. While this problem had started to resolve 
starting the fourth quarter of 2021, Russia’s invasion of 
Ukraine and China’s lockdowns in response to Covid in 
April 2022 have once again created disruptions to the chip 
industry and to other auto parts manufactured in Ukraine 
and Russia.  Please see Table 4.
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Palladium prices moved in a sideways fashion mostly 
between $2,055 and $2,490 over the course of April. 
Weakness in fabrication demand has been weighing 
on prices, while concerns of potential supply disrup-
tions from  Russia and South Africa have been sup-
porting prices at a relatively elevated level. 

Palladium fabrication demand is expected to act 
as a headwind to palladium prices in the near to 
medium term. An ongoing shortfall of semiconduc-
tors needed to build vehicles is expected to continue 
hurting auto demand. 

This demand side headwind to palladium prices is 
being offset by ongoing concerns about palladium 
supply disruptions out of Russia and South Africa. 
These two countries account for roughly 75% of 
global palladium mine supply. As mentioned in these 
reports before, the probability of supply disruptions 
due to tensions between Russia and the West are 
low. That said, the ongoing escalation of tensions 
between Russia and the West means that no sce-
nario should be completely ruled out. 

At the time of writing this report there is an effort 
being made among EU members to join the U.S. 
and U.K. in placing an embargo on Russian oil and 
gas. The possibility of a spillover effect of such an 
embargo to other commodities might help keep 
prices of palladium supported at present levels even 
though it remains highly unlikely that either side will 
interrupt the palladium supply flow from Russia. 

Palladium Market

M A R K E T S  I N  S U M M A R Y

There also is rising concern about supply disruptions 
out of South Africa in coming months as the PGM 
mining industry faces labor negotiations that could be 
contentious. South Africa is a large supplier of mined 
palladium and any possibility of disruption to supply 
here will help to keep palladium prices supported at 
elevated levels. 

While the possibilities of supply disruptions are 
expected to help palladium prices remain supported at 
presently elevated levels, an actual disruption of supply 
should help prices break above the $2,500 resistance 
level. 

Please see Chart 9.
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Palladium Market

M A R K E T S  I N  S U M M A R Y

PALLADIUM STATISTICAL POSITION

 2012  2013  2014  2015  2016  2017 2018 2019 2020 2021 2022

Total Supply  8,723  9,031  8,925  9,371  9,307  9,450  9,548  9,709  8,964  8,822 9,403
 % Change Year Ago  -2.0%  3.5%  -1.2%  5.0%  -0.7%  1.5%  1.0%  1.7%  -7.7% -1.6% 6.6% 

Total Fabrication Demand  8,546  8,801  9,041  9,242  9,380  9,761 9,960 9,897  8,480  8,661 9,027
 % Change Year Ago  5.0%  3.0%  2.7%  2.2%  1.5%  4.1% 2.0%  -0.6%  -14.3% 2.1% 4.2% 

Net Surplus or Deficit  177 229  -115 129  -73  -311  -411  -188  484 162 376

TABLE 5

2002  2004  2006  2008  2010  2012  2014  2016  2018  2020  2022
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CHART 10As is the case with platinum, fabrication demand is 
expected to be a headwind to palladium prices. U.S. 
light duty vehicle sales declined sharply during the first 
quarter of 2022, falling around 16% from the same 
period in 2021. The ongoing chip shortage has been 
limiting supply and pushing vehicle prices higher, 
which coupled with rising interest rates, higher infla-
tion, and overall concerns about the potential for 
greater economic weakness has been weighing on 
demand for vehicles and thus the palladium used in 
their catalytic converters. 

There was a decline in both car and light duty truck 
sales during the first quarter. That said, sales of light 
duty trucks dropped less sharply than passenger car 
sales. Light trucks accounted for a record 80% of the 
U.S. light duty vehicle market. This factor is supportive 
of palladium fabrication demand, because holding 
all other factors that influence platinum group metal 
(PGM) loadings in auto catalysts constant, the larger 
the engine size the larger the volume of PGMs loaded 
in the catalyst. 

Please see Chart 10. 
If gasoline prices remain elevated, this could start to 
weigh more on demand for light duty trucks. Consum-
ers could opt for electric vehicles or cars instead of 
trucks, which could act as an additional headwind to 
PGM demand from the auto sector. If they opt for 
hybrid trucks, however, the damage to PGM demand 
would be less as these vehicles are loaded with PGMs 
equivalent to internal combustion engines.

Please see Table 5. 
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