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The Case for PGMs Remains a 
Supply Story

The investment case for platinum group metals has long been framed around the decline of the 
internal combustion engine, but we believe this narrative misses the bigger picture. Hybrid vehicles 
are proving to be a durable bridge between today's ICE dominated market and a more electrified 
future, keeping automotive PGM demand far more resilient than consensus expected. At the same 
time, platinum has emerged as a beneficiary of broader geopolitical uncertainty, attracting growing 
investment demand as a lower cost alternative to gold. Ultimately, we believe the PGM investment 
case is a supply story, with years of underinvestment and production curtailments setting the stage 
for a market that is increasingly unable to keep pace with demand.

Background
The investment case for Platinum Group Metals (PGMs) has long been tied to the future of the 
internal combustion engine (ICE). Over the past decade, the rapid rise of battery electric vehicles 
(BEVs) and increasingly ambitious decarbonisation policies have led many investors to conclude 
that PGM demand faces an inevitable structural decline.

PGMs comprise six precious metals, of which platinum, palladium and rhodium are the most 
commercially significant. Their unique catalytic properties make them essential in a wide range of 
industrial applications. Historically, the largest source of demand has been the automotive sector, 
where PGMs are used in catalytic converters to reduce harmful emissions. Palladium and rhodium 
derive most of their demand from this application, while platinum benefits from a more diversified 
demand profile that includes jewellery, industrial catalysts, glass manufacturing and emerging 
hydrogen technologies.

As a result, PGM equities have increasingly become a leveraged expression of investor views 
on the longevity of the internal combustion engine. However, this narrative often overlooks an 
important reality: despite rapid growth in electric vehicle sales, the global vehicle fleet remains 
overwhelmingly dependent on internal combustion and hybrid vehicles. Furthermore, increasingly 
stringent emissions standards continue to raise PGM loadings per vehicle, partially offsetting the 
impact of electrification.

The Hybrid Vehicle Bridge
While there is little consensus on the exact pace of battery electric vehicle (BEV) adoption over 
the next decade, there is broad agreement that penetration will exceed the approximately 17% 
share of global vehicle sales recorded in 2025. Forecasts for 2030 and beyond continue to evolve 
as battery costs, manufacturing efficiencies, government policy, tariffs, charging infrastructure 
and consumer affordability influence the relative competitiveness of BEVs, hybrids and traditional 
internal combustion engine (ICE) vehicles.
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The increasingly accepted base case is that hybrid vehicles will bridge the transition between today's 
ICE-dominated market and a more electrified future. This distinction is critical for PGMs. Unlike 
BEVs, hybrids still require catalytic converters and often contain similar, and in some cases higher, 
PGM loadings than conventional ICE vehicles due to more stringent emissions requirements and 
operating characteristics. As illustrated in Chart 5, even under a scenario where BEV penetration 
increases to approximately 22% of global vehicle production by 2030 (Standard Bank, March 
2026), total catalysed vehicle production (ICE and hybrid vehicles) is expected to continue growing. 
This suggests that automotive PGM demand could remain well supported over the medium term, 
despite continued gains in BEV market share.
 
Chart 5: Global Annual Vehicle Production (ICE, Hybrids and BEV) 

Source: SBG Securities (March 2026)

As a result, automotive PGM demand has proved far more resilient than many anticipated. Despite 
years of rapid EV adoption, ICE and hybrid vehicles still account for roughly 85% of global vehicle 
sales, while the global vehicle fleet exceeds 1.4 billion vehicles. At the same time, several major 
manufacturers have scaled back aggressive BEV targets and increased investment in hybrid 
platforms in response to affordability constraints and slower-than-expected consumer adoption. 
Combined with increasingly stringent emissions standards, these trends suggest that automotive 
PGM demand is likely to decline far more gradually than the market currently assumes.

Platinum benefiting from turbulent Geopolitics and Investment Demand
The uncertain geopolitical environment of recent years has added an important new dimension 
to the platinum investment case. Rising concerns around inflation, sovereign debt, geopolitical 
instability and the resilience of the global financial system have fuelled investor demand for precious 
metals as stores of value.

While gold has been the primary beneficiary of these flows, platinum has increasingly attracted 
investor attention. Trading at a substantial discount to gold and supported by a tightening physical 
market, platinum has benefited from growing demand from ETFs, Chinese retail investors and 
jewellery consumers seeking a lower-cost alternative to gold.
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As illustrated in Chart 6, investment demand has become an increasingly important source of 
support for the platinum market. While ETF flows have historically been volatile, recent years have 
seen a meaningful increase in physical investment demand, particularly from Chinese investors 
through bars and larger-format investment products. This has broadened the investment demand 
base beyond traditional Western ETF investors and helped offset periods of ETF outflows.
 
Chart 6: Annual change in ETF holdings, coins and China bars demand 

Source: World Platinum Council (Q1 2026)

The emergence of a more diversified investment bid is an important development for the platinum 
market. While investment flows can amplify short-term price volatility, they also provide an 
additional source of demand alongside automotive and industrial consumption. In an environment 
characterised by geopolitical uncertainty, elevated sovereign debt levels and persistent concerns 
around inflation, investment demand is likely to remain an increasingly important component of the 
platinum demand profile.

Ultimately, It Is About Supply
While PGM demand remains cyclical and influenced by vehicle production, emissions standards and 
the pace of electrification, we believe the investment case is ultimately determined by supply.
South Africa and Russia account for the vast majority of global PGM production. Following several 
years of depressed prices, large parts of the industry are struggling to earn acceptable returns, 
resulting in shaft closures, production curtailments and sharply reduced capital investment. Unlike 
many commodity markets, PGM supply cannot respond quickly to higher prices. Production is 
concentrated in deep, capital-intensive and geologically complex ore bodies, making supply highly 
inelastic.

Ultimately, the case for PGMs remains a supply story. Commodity markets do not require strong 
demand growth to generate attractive returns, only that supply fails to keep pace with demand. 
Based on our forecasts, total PGM demand is likely to grow faster than supply over the next five 
years, supported by resilient automotive demand, growing investment demand for platinum and 
continued industrial consumption. Against a backdrop of years of underinvestment, production 
curtailments and limited new project development, the supply base remains constrained and 
increasingly inelastic. This imbalance is expected to result in widening market deficits, providing 
a supportive backdrop for PGM prices and reinforcing our view that the market continues to 
underestimate the strength of the PGM investment case.
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CIS DISCLOSURES

Boutique Collective Investments (RF) (Pty) Ltd (“BCI”) is a registered Manager 

of the Boutique Collective Investments Scheme, approved in terms of the 

Collective Investments Schemes Control Act, No 45 of 2002 and is a full 

member of the Association for Savings and Investment SA.  

Collective Investment Schemes in securities are generally medium to long 

term investments. The value of participatory interests may go up or down and 

past performance is not necessarily an indication of future performance.  The 

Manager does not guarantee the capital or the return of a portfolio. Collective 

Investments are traded at ruling prices and can engage in borrowing and scrip 

lending.  A schedule of fees, charges and maximum commissions is available 

on request.  BCI reserves the right to close the portfolio to new investors and 

reopen certain portfolios from time to time in order to manage them more 

efficiently.  Additional information, including application forms, annual or 

quarterly reports can be obtained from BCI, free of charge.  Performance 

fees will be calculated and accrued on a daily basis based upon the daily 

outperformance, in excess of the benchmark, multiplied by the share rate and 

paid over to the manager monthly.

Performance figures quoted for the portfolio is from Morningstar, as at the 

date of this document for a lump sum investment, using NAV-NAV with 

income reinvested and do not take any upfront manager’s charge into account.  

Income distributions are declared on the ex-dividend date.  Actual investment 

performance will differ based on the initial fees charge applicable, the actual 

investment date, the date of reinvestment and dividend withholding tax. 

Boutique Collective Investments (RF) Pty Ltd retains full legal responsibility 

for the third party named portfolio.

Although reasonable steps have been taken to ensure the validity and 

accuracy of the information in this document, BCI does not accept any 

responsibility for any claim, damages, loss or expense, however it arises, 

out of or in connection with the information in this document, whether by 

a client, investor or intermediary.  This document should not be seen as an 

offer to purchase any specific product and is not to be construed as advice 

or guidance in any form whatsoever.  Investors are encouraged to obtain 

independent professional investment and taxation advice before investing 

with or in any of BCI/the Manager’s products. 

Income funds derive their income from interest-bearing instruments in 

accordance with Section 100(2) of the Act.  The yield is a current yield and 

is calculated daily.

A feeder fund is a portfolio that invests in a single portfolio of collective 

investment schemes, which levies its own charges and which could result in a 

higher fee structure for the feeder fund.

THE FINANCIAL ADVISORY AND INTERMEDIARY SERVICES ACT, 2002

Northstar Asset Management Proprietary Limited is an authorised financial 

services provider in terms of the Financial Advisory and Intermediary Services 

Act 2002. All information contained in this document should not be construed, 

or relied upon, as advice. If you require financial and/or investment advice, 

please engage the services of an independent financial adviser.

INFORMATION AND CONTENT

The information and content (collectively 'information') accessible in this 

document are provided by Northstar as general information about the 

company and its products and services. Northstar does not guarantee the 

suitability or potential value of any information or particular investment 

source. Any information in this document is not intended nor does it 

constitute financial, tax, legal, investment, or other advice. Nothing contained 

in any service or any other content in this document constitutes a solicitation, 

recommendation, endorsement or offer by Northstar. Nothing contained in 

any service or any other content in this document constitutes a solicitation, 

recommendation, endorsement or offer by Northstar. Illustrations, forecasts 

or hypothetical data are not guaranteed and are provided for illustrative 

purposes only; returns or benefits are dependent on the performance of 

underlying assets or other variable market factors; there are risks involved in 

buying or selling a financial product; past performances are not necessarily 

indicative of future performances; and no guarantees are provided.

NORTHSTAR ASSET MANAGEMENT

Northstar Asset Management (Pty) Ltd

Registration No. 1996/001423/07 | FSP number 601

Suite 1A, Madison Place, Alphen Office Park, Constantia Road,

Constantia PostNet Suite #784, Private Bag X16, Constantia 7848

Tel +27 (0)21 810 8400 | Fax +27 (0)21 794 2885

info@northstar.co.za | www.northstar.co.za

DISCLAIMER

The Management of portfolios is outsourced to Northstar Asset Management 

(Pty) Ltd, (FSP) Licence No. 601, an Authorised Financial Services Provider 

under the Financial Advisory and Intermediary Services Act, 2002. 

This information is not advice, as defined in the Financial Advisory and 

Intermediary Services Act (No. 37 of 2002). Please be advised that there may 

be representatives acting under supervision. The manager retains full legal 

responsibility for the co-named portfolios. Legal Information http://northstar.

co.za/page/legal-information/


