
 

1 

 

 

 

 

 

 

 

 
 
 
 
 
Global Financial Market: Topical Issues in 
September 

 
 

 
Contents 
 
Results of September 2012 2 
Situation in financial and economic system 3 
ECB “big bazooka” 6 
FRS: QE1, QE2, QE3… 8 
Global stock market 10 
Global bond market 14 
Global currency market 16 
Gold 18 
Silver 19 
Platinum 20 
Palladium 21 
Oil 22 
Review information 23 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



ABLV Bank, AS / Registration No. 50003149401 / SWIFT: AIZK LV 22 2/23 
 
 

Results of September 2012 
 
Macroeconomic reports published in September did not give signals of the global economic recovery process, on the 
contrary, pointing to the spread of negative trends to more stable economies, including Germany, the US, and China. 
 
Negative economic data and unceasing crisis in the euro zone have prompted the world leading central banks to take 
new major steps to support economic growth and prevent the expansion of the debt crisis in September. 
 
The ECB finally uncovered its "big bazooka", and the FRS had made long been expected QE3. Unexpectedly the Bank 
of Japan also joined them expanding the programme of purchasing government bonds from the market in September. 
 
Decisions on new cash injections into the global financial and economic system were enthusiastically received by the 
world's financial markets. 
 
As a result, virtually all of the world's leading stock indexes closed September and the entire third quarter with a good 
rise, and for the MSCI world stock index the increase was 2.5% and 6.2% (and almost +11% for the year).  
 
Very good growth was shown by emerging markets index MSCI EM, rising by 5.8% over the month, which helped it to 
make up for lagging behind the developed market, recorded in July and August. 
 
On the bond market, in response to the ECB programme OMT, there was recorded a sharp rise in prices in the PIIGS 
sector, amounting to 28% on 10-year securities of Greece, 6.5% – of Spain, 5.7% – of Italy, 4.6% – of Ireland, and 2.2% 
– of Portugal.  
 
In the sector of emerging markets, there also was an increase in prices, but less significant (+1.4% of the index EMBI+), 
at the same time in the safe haven sector, on the contrary, price drop prevailed, which is typical in moments of relaxation 
of tension in risky markets. 
 
In the foreign exchange market, September, as August, was marked by moderate weakening of the dollar against most 
of the major developed and emerging currencies, being 2-3% maximum. 
 
In the precious metals market, September was the second consecutive month of considerable growth of prices to the 
dollar - that of silver was 8.7% (13.2% in August), platinum 7.2% (8.6%), gold 4.7% (4.8%), and palladium 1.2% (6.5%). 
 
In the oil market, on the contrary, there was a corrective decline in prices, after strong growth in July-August, amounting 
to about 2.5%, and the price of a barrel of Brent crude dropped from $115 to $112. The spread between the prices of 
Brent and WTI continued to trade near $20. 
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Situation in financial and economic system 
 
Macroeconomic reports published in September did not give signals of the global economic recovery process, on the 
contrary, pointing to the spread of negative trends to more stable economies, including Germany, the US, and China. 
 
Published data for the euro zone, including the September Economic Sentiment Indicator (ESI), which is calculated by 
the European Commission, pointed out that after the GDP falling by 0.2% in Q2 2012, Q3 2012 will also show negative 
growth in the economy, and perhaps even more significant (see Fig. 1). 
 
Fig. 1. Dynamics of the ESI index and the euro zone GDP 
 
 

 
Source: Capital Economics 
 
Negative expectations for the euro zone economy are also confirmed by PMI indices in manufacturing and services, 
which continue to remain well below equilibrium level of 50 (both equal to 46.1 in September). 
 
The fact that the negative trends are beginning to spread to the stronger economies in the euro zone was evidenced by 
decline in recent months to the lows of 2010 index Ifo, which is the most important indicator of the state of the German 
economy (see Fig. 2). 
 
Fig. 2. Dynamics of the business climate in Germany index Ifo 
 

 
Source: Thomson Reuters 
 
In the US, according to the September final data on GDP in Q2 2012, it grew by only 1.3%, compared to an interim 
assessment of 1.7% declared a month earlier. 
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But a series of reports on America, traditionally, was more positive, including the fall in unemployment in August from 
8.3% to 8.1%. 
 
Good growth to 55.1 in September was demonstrated by non-manufacturing PMI, and the manufacturing PMI was back 
above the 50 level after three months of being below the balance and indicating contraction in the sector (see Fig. 3).  
 
Fig. 3. Dynamics of the movement of index of business activity in the US manufacturing 
 

 
Source: Thomson Reuters 
 
Despite the fall in unemployment in the United States, the overall situation in the labour market of most of the major 
developed countries still remains dire and unemployment rates are far from pre-crisis levels (except Japan, see Fig. 4).  
 
Fig. 4. Dynamics of changes in the level of unemployment in the major developed countries 
 

 
 
Negative signals also continued to be displayed by world economic growth locomotive China, where for the second 
consecutive month, official manufacturing PMI remained below the 50 level, and the growth of industrial production in 
August fell to a three-year low. 
 
 
Negative economic data and unceasing crisis in the euro zone have prompted the world leading central banks to take 
major steps to support economic growth and prevent the expansion of the debt crisis in September. 
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The ECB finally uncovered its "big bazooka", and the FRS adopted long-expected QE3 (see below). 
 
More surprising was the Bank of Japan joining them, which expanded the programme of purchasing government bonds 
by ¥10 trillion ($127 billion) to ¥80 trillion ($1.02 trillion) in September and extended the programme for six months till 
December 2013. 
In September, measures of monetary easing were taken by central banks of some developing countries – the rates were 
cut in the Czech Republic, Hungary and Turkey. 
 
The exception was the Bank of Russia, which raised refinancing rate from 8% to 8.25% on 14 September, due to 
increased inflation. 
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ECB “big bazooka” 
 
At its meeting on 6 September, the ECB finally (2.5 years after the beginning of the crisis) uncovered a powerful weapon 
to combat the debt crisis in the euro zone. 
 
It was decided to start the programme OMT (Outright Monetary Transactions), under which the ECB will buy bonds of the 
euro zone countries from the market, without limiting the volume of purchase (!), for controlling the level of market rates. 
 
The programme will be primarily focused on the purchase of short securities from 1 to 3 years.  
 
It is also important that in this case the Central Bank waives its status of "preferred creditor" – this means that a Greek 
scenario of writing off private creditors’ debts only would not be repeated. 
 
According to the statements of the head of ECB Draghi, all money issued as part of OMT will be sterilized by withdrawing 
equivalent amounts from the system (no specific explanations how it will be achieved have been provided yet). 
 
Activation of purchasing securities of a particular state requires it to apply for aid and meet a number of conditions (not 
specified which ones, but obviously saving measures), and the program can be interrupted, if these conditions are no 
longer met. 
 
The first market reaction to this decision has been extremely positive, and a few days after the decision was made, 
bonds of troubled euro zone countries rose by 5-10%. 
 
Euro made a "surge" from 1.24 EUR/USD to 1.31 EUR/USD, and the world's leading stock indexes rose by an average 
of 3% to 5% (Spanish – by 10%, Greek – by 20%).  
 
However, later on this enthusiasm gradually evaporated from the market, and a significant part of the growth at the end 
of the month has been lost in many markets. 
 
In our opinion, the decision made, although easing tension on financial markets, will not be a realistic way to resolve the 
crisis. 
 
On the one hand, it is not clear under what conditions the programme will really work – even Spain currently being in the 
centre of the crisis is not in a hurry to apply for such assistance and to take on more stringent obligations. 
 
Given the troubled euro zone countries re-entering recession (see Fig. 5), reduction of government spending may have 
an additional negative effect on the economy and political stability.  
 
Fig. 5. Dynamics of GDP changes in the troubled euro zone countries y/y 
 

 
On the other hand, even if the programme is workable, it will not solve the basic problem – reducing the debt burden of 
troubled countries, but will only replace part of market-based financing of troubled countries with monetization of debt. 
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To finally overcome the crisis processes in the debt market of troubled countries, it is required to return debt to 
acceptable level: if not below the Maastricht limit of 60% of GDP, then at least in areas close to this figure.  
 
However, public debt of many developed countries are far from these levels (levels for 2011 (see Tab. 1), and will grow 
even more as a result of 2012, with some countries, including Spain, quite dramatically.  
 
Table 1. Table of public debt and budget deficits of developed countries with high debt 
 

                        2011 2010 2009 2008 

Country Public debt 
Public debt 

to GDP  
Budget to 

GDP  
Public debt 

to GDP  
Budget to 

GDP  
Public debt 

to GDP  
Budget to 

GDP  
Public debt 

to GDP  
Budget to 

GDP  

Japan $12 trillion 233%  -10%  220.3%  -9.5%  216.3%  -10.3%  195%  -4.2% 

Greece* €360 bn   165% -7.4% 142.8% -10.5% 127.1% -15.4% 110.7% -9.8% 

Italy €1.9 trillion 121% -4.4% 119.0% -4.6% 116.1% -5.4% 106.3% -2.7% 

Ireland €177 bn 106% -10.8% 96.2% -32.4% 65.6% -14.3% 44.4% -7.3% 

Belgium €355 bn 100% -3.9% 97.1% -4.1% 96.2% -5.9% 89.6% -1.3% 

USA $15 trillion 100%  -10.3%  91.6%  -10.6%  84.6%  -12.7%  71.2%  -6.4% 

Portugal €156 bn 93% -5.6% 93.0% -9.1% 83.0% -10.1% 71.6% -3.5% 

France €1.7 trillion 87% -6.0% 81.7% -7.0% 78.3% -7.5% 67.7% -3.3% 

Great Britain £1.3 trillion 86% -8.4% 80.0% -10.4% 69.6% -11.4% 54.4% -5.0% 

Germany €2.1 trillion 85% -2.3% 83.2% -3.3% 73.5% -3.0% 66.3% 0.1% 

Spain €693 bn 68% -6.1% 60.1% -9.2% 53.3% -11.1% 39.8% -4.2% 
Source: Bloomberg, Eurostat, EconomyWatch 
 
* after restructuring in March 2012, public debt of Greece fell from €360 billion to €253 billion, and its ratio to GDP from 165% to 130% 

 
Thus, the measures only buy time to clean up debt indicators of the euro zone countries constituting the “risk group”. 
However, the way to achieving this goal remains unclear. 
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FRS: QE1, QE2, QE3… 
 
Only a week after the ECB "strong move", the FRS at its meeting on 16 September made the move QE3. Also at this 
meeting, it was decided to extend the period of zero rates from 2014 to mid-2015. 
 
Under the new programme of quantitative easing, the FRS will buy mortgage-backed bonds (MBS) for $40 billion per 
month, without limiting (!) the time of purchases.  
 
The programme is planned to be stopped only after significant improvement of economic indicators, particularly in the 
labour market (according to indirect statements, unemployment rate below 7% may be a target one). 
 
Unlike the ECB, the FRS is not going to sterilize new money supply, so the FRS balance sheet and MB (monetary base) 
of the dollar will now rise by $40 billion per month, i.e., $480 billion a year from the current $2.8 trillion. 
 
Theoretically, QE3 may be more beneficial for the economy, since it is not only clear the balance sheets of commercial 
banks, but also will contribute to a decrease in mortgage rates, which would relieve the households. 
 
Perhaps, the hidden purpose of QE3 is also to ensure additional protection from the so-called "Fiscal cliff" expected in 
America early next year.  
 
A situation where due to simultaneous removal of tax benefits, introduced by Bush, and the launch of new taxes, planned 
by Obama administration, the tax burden on the American people will rise by $550 - $600 billion.  
 
On the one hand, it will significantly reduce the budget deficit, which is very positive, but these measures can swipe at 
the already weakening growth of the US economy.  
 
According to pessimistic estimates, the loss of America's GDP "fiscal cliff" can be up to 3-4%, which would plunge the 
economy into recession.  
 
Launch of QE3 actually means renewal of printing dollars frozen since the end of QE2. 
 
The use of the printing press as a tool of combating the crisis was widely used by leading central banks during the 
struggle against the global financial crisis of 2008-2009 and its aftermath.  
 
Earlier, in the 1990s, this instrument was used by the Bank of Japan, whose experience, obviously, was employed by 
other central banks.  
 
Since the beginning of the financial crisis, the FRS and the ECB have tripled their balance sheets and monetary base, 
and the Bank of England increased those 4-fold (see Fig. 6).  
 
Fig. 6. Dynamics of changes in the ratio of assets of the world's leading central banks to the national GDP 
 

 
  
Although the most dramatic increase in the balance was shown in 2008 by the Bank of England and the FRS, today, 
before the entry into force of new incentives, the largest balance-to-GDP ratio was reached by the ECB – more than 30% 
(18% at the FRS).  
 
Thus, it is the ECB, not the FRS still being the leader in the use of the printing press (but €450 billion from 3 trillion 
printed by the ECB were used to purchase foreign exchange reserves, which the FRS almost does not have). Despite 
the obvious positive of QE3 for the economy, there is little reason to expect its significant recovery. 
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All previous QE and experience of Japan show – in actual practice, as opposed to theory, monetary easing is not a 
guarantee of recovery of economic processes. 
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Global stock market 
 
Decisions on new cash injections into the global financial and economic system were enthusiastically received by the 
global stock market, and almost all of the world's leading stock indexes monitored by us closed the month and the entire 
third quarter with a good increase (see Tab. 2). 
 
Table 2. The dynamics of movements of several leading world stock market indexes 
 

Stock index P/E 
 Div. 
Yeld 

2003-
2007 2008 2009 2010 2011 

Q1 
2012 

Q2 
2012 

September 
2012 

Q3 
2012 

Since the 
beginning 

of 2012 

DJI (USA) 12.7 2.6 59.0% -33.8% 18.8% 11.0% 5.5% 8.1% -2.5% 2.7% 4.3% 10.0% 

S&P 500 (USA) 13.4 2.1 66.9% -38.5% 23.5% 12.7% 0.0% 12.0% -3.3% 2.4% 5.7% 14.6% 

Nasdaq Comp. 
(USA) 16.1 1.1 98.6% -40.5% 43.9% 16.9% -1.8% 18.7% -5.0% 1.6% 6.2% 19.6% 

GDAX (Germany) 13.8 3.5 178.9% -40.4% 23.8% 16.1% -14.7% 17.8% -7.6% 3.5% 12.5
% 22.3% 

FTSE (UK) 10.6 4.2 61.5% -31.0% 23.2% 9.0% -5.6% 3.5% -3.4% 0.5% 3.1% 3.1% 

CAC (France) 10.1 5.9 83.2% -42.7% 22.3% -3.4% -17.0% 8.4% -6.7% -1.4% 4.9% 6.2% 

N225 (Japan) 21.5 2.3 78.4% -42.1% 19.0% -3.0% -17.3% 19.3% -10.7% 0.4% -
1.5% 4.9% 

RTS (Russia) 4.8 3.7 537.9% -72.4% 128.6% 22.5% -22.0% 18.8% -17.7% 6.3% 9.4% 7.0% 

MICEX (Russia) 4.4 3.8 492.3% -67.2% 121.1% 23.2% -16.9% 8.3% -8.7% 2.6% 5.3% 4.1% 

SSEC (China) 16 1 287.4% -65.4% 80.0% -14.3% -21.7% 2.9% -1.6% 1.9% -
6.2% -5.1% 

HSI (Hong Kong) 9.2 3.1 198.4% -48.3% 52.0% 5.3% -20.0% 11.5% -5.4% 7.0% 7.2% 13.1% 

КOSPI (Korea) 20.3 1.4 202.3% -40.7% 49.7% 21.9% -11.0% 10.4% -7.9% 4.8% 7.7% 9.4% 

TWII (Taiwan) 21.6 4.4 91.0% -46.0% 78.3% 9.6% -21.2% 12.9% -8.6% 4.3% 5.7% 9.1% 

SENSEX (India) 14.1 1.5 500.7% -52.4% 81.0% 17.4% -24.6% 12.6% 0.1% 8.0% 7.6% 21.4% 

BOVESPA (Brazil) 11.8 4.6 467.0% -41.2% 82.7% 1.0% -18.1% 13.7% -15.7% 3.7% 8.9% 4.3% 

IPC (Mexico) 15.7 1.5 382.1% -24.2% 43.5% 20.0% -3.8% 6.6% 1.7% 3.7% 1.7% 10.2% 

TOP40 (South 
Africa) 11.2 3.4 202.4% -25.9% 28.6% 14.6% -0.6% 4.0% 0.1% 1.1% 6.3% 10.7% 

MSCI WD (world)     100.6% -42.1% 27.0% 9.6% -7.7% 11.0% -5.9% 2.5% 6.2% 10.9% 

MSCI EM (emerging)     326.6% -54.5% 74.4% 16.4% -20.4% 13.6% -10.0% 5.8% 6.9% 9.4% 
Source: Thomson Reuters,Bloomberg, ABLV Bank 
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While MSCI World Index rose over the month by 2.5%, and in the quarter showed growth during all three months, with a 
total result of +6.2% (see Fig. 7). Increase in the index since the beginning of the year was significant: 10.9%.  
 
Fig. 7. Dynamics of the MSCI WORLD index, monthly bars  

 
Source: Thomson Reuters 
 
The situation on the stock market of developing countries in September was even more positive, and the index of 
emerging markets MSCI EM grew by 5.8% (see Fig. 8). This allowed him to make up for lagging behind the developed 
market, recorded in July and August, and the quarterly growth was 6.9%, and increase since the beginning of the year 
equalled 9.4%.  
 
Fig. 8. Dynamics of the MSCI EMERGING MARKETS index, monthly bars 
 

 
Source: Thomson Reuters 
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The highest growth among the leading index of developed countries in September was shown by German DAX, which 
grew by 3.5% during the month (see Fig. 9). This allowed the index to restore the growth leadership among all indexes 
monitored by us, and its growth from the beginning of the year was significant +22.3%!  
 
Fig. 9. Dynamics of DAX index, monthly bars 
 

 
Source: Thomson Reuters 
 
The largest growth among all indexes monitored by us was displayed by Hong Kong HSI, which grew by 7% in 
September (see Fig. 10). However, it should be noted that HSI was one of the few indexes in August that showed a 
negative trend. 
 
Fig. 10. Dynamics of HSI index, monthly bars 
 

 
Source: Thomson Reuters 
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Russia's RTS in September showed one of the best dynamics of the indexes monitored by us and rose by 6.3% (see Fig. 
11), but it is lagging behind the market in recent months and in the second quarter led to the fact that its growth from the 
beginning of the year amounted to only 7%. 
 
Fig. 11. Dynamics of RTS index, monthly bars 
 

 
Source: Thomson Reuters 
 
Our assessment of future scenarios 
 
Although measures of quantitative easing taken by leading central banks in September will have a positive impact on the 
global stock market, until the crisis in the euro zone is not over, the market will be unstable and turbulent, with possible 
periodic return of strong negative trends to the market. 
 
However, one can continue to adhere to our proposed strategy for entering the market, choosing the "strong" companies 
(or indexes) with low P/E and high Div. Yield (see table).   
 
Even if strong negative trends return to the market, the high level of dividends will allow investors to outwait the period of 
market decline, receiving a steady cash flow in the form of dividends, which currently exceeds yield under government 
bonds of the leading countries.  
 
Whereas in case stable growth is resumed, the investor will gain considerable profit due to increase in stock prices. 
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Global bond market 
 
On the bond market, in response to the ECB programme OMT, there was recorded a sharp rise in prices in the PIIGS 
sector, amounting to 28% on 10-year securities of Greece, 6.5% – of Spain, 5.7% – of Italy, 4.6% – of Ireland, and 2.2% 
– of Portugal.  
 
In the sector of emerging markets, there also was an increase in prices, but less significant, and at the same time in the 
safe haven sector, on the contrary, price drop prevailed, which is typical in moments of relaxation of tension in risky 
markets. 
 
Among the PIIGS securities, largest monthly movement occurred in the securities of Greece, but the price growth on 10-
year bonds by 28%, its yield falling from 23% to 19%, precluded the indicators from returning even to the levels of 
securities placing at the moment of debt restructuring (see Fig. 12). 
 
Fig. 12. Dynamics of price movements of 10-year bonds of Greece, monthly bars 
 

 
Source: Thomson Reuters 
 
Among less speculative PIIGS securities, the largest monthly increase was shown by Spanish ones, since this country is 
the first candidate to participate in the OMT. As a result, the yield of 10-year bonds decreased from 6.9% to 5.9% over 
the month (see Fig. 13).  
 
Fig. 13. Dynamics of yield movements of 10-year bonds of Spain, monthly bars 
 

 
Source: Thomson Reuters 
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In the sector of public debt of developing countries positive trends also prevailed in September, and the EMBI + index 
closed the month with an increase by 1.4%, adding 6.9% over the quarter and 14.3% year to date. Spread to treasuries 
index for September fell a further 28 basis points to 2.85% (see Fig. 14). 
 
Fig. 14. Dynamics of the EMBI+ index and index spread, monthly closures line 
 

 
Source: Thomson Reuters 
 
In the emerging market corporate bonds increase was even greater, and CEMBI index rose in September by 1.6%, but 
its results for the quarter and year to date are slightly worse than the EMBI+, amounting to +5.4% and +13.4%.  
 
In the markets of US bonds in September, amid rising risky assets, by contrast there was a slight drop in prices and the 
yield on 10-year treasuries grew from 1.54 to 1.63% (rising to 1.9% during the month, see Fig. 15).  
 
Fig. 15. Yield dynamics of the US 10-year government bonds, monthly bars  
 

 
Source: Thomson Reuters 

 
The US 30-year securities have also fallen, and their yield rose from 2.67% to 2.82% over the month. 
 
In the German securities, which play the role of safe haven in the euro zone, there was a drop in prices as well, and the 
yield on 10-year securities grew from 1.35% to 1.44%, and that of 30-year securities – from 2.67% to 2.82%. 
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Global currency market 
 
In the foreign exchange market, September, as August, was marked by moderate weakening of the dollar against most 
of the major developed and emerging currencies, being 2-3% maximum. 
 
Russian rouble also rose against dollar, by 3.2%, and its growth to the euro-dollar basket reached 2.6% (see Fig. 16).  
 
Fig. 16. Dynamics of the Russian rouble to euro-dollar basket, monthly bars 
 

 
Source: Thomson Reuters 
 
 
The dollar index – dollar’s rate against six leading world currencies – closed September with a decrease by 1.5%, 
following the decline by 1.8% in August (see Fig. 17). 
 
Fig. 17. Dollar index dynamics, monthly bars 
 

 
Source: Thomson Reuters 
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As for the main rival of the dollar - the euro, the US currency lost 2.2%, as in August, but the loss of a month (after the 
adoption of the program OMT) was almost twice as large (see Fig. 18).  
 
Fig. 18. Dynamics of euro against dollar, monthly bars 

  
Source: Thomson Reuters 
 
Our assessment of future scenarios 
 
Our main scenario for the euro-dollar market remains unchanged. According to this scenario, the dollar minimum 
reached in July 2008 at the level of 1.6040 EUR/USD, is the end point of the long-term trend of the dollar falling against 
euro and the beginning of the trend for its long-term growth.  
 
Consequently, we do not change our fundamental outlook for the market, according to which exchange of the euro to the 
dollar will fall to parity-close levels (1 EUR/USD) in 1-1.5 years.  
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Gold 
  
In the gold market, September was already the fourth consecutive month of rising prices. The growth in September, as in 
August, was considerable – by 4.7%, after rising by 4.8% (see Figure 19), and ounce price exceeded the level of $1750.  
 
Fig. 19. Dynamics of gold prices, monthly bars 
 

 
Source: Thomson Reuters 
 
Our assessment of future scenarios 
 
However, given the strength of the growth trend in 2004-2011, it is still very likely that prices will continue to grow, 
reaching the level of $2000-$2500 per ounce. From a technical point of view, the current growth trend can be considered 
active until support zone of $1400-$1500 is not broken. 
 
But it should be noted that the movement in gold prices in recent years is strikingly speculative, and prices are unlikely to 
remain at high levels for long periods of time. Later, we are likely to see a rapid fall in prices, often observed in other 
speculative bubbles. Of course, it is possible that prices do not go back to previous levels of $300-$400 per ounce, but 
return to levels near $1000 is very likely. 
 
A possible signal for the bubble break can be a sharp rise in prices for a short time, similar to the silver price movements 
in February-April 2011, but with greater amplitude and during a shorter time. 
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Silver 
 
Silver in September, as in August, showed the most significant increase in prices of precious metals, rising by 8.7% after 
growing by 13.2% in August, and the price of an ounce of rose above $34 (see Fig. 20). 
 
Fig. 20. Dynamics of silver prices, monthly bars 
 

 
Source: Thomson Reuters 
 
Our assessment of future scenarios 
 
The sharp rise and the subsequent strong drop in the price of silver in 2011 indicate that the price bubble of 2010-2011 
actually burst in this market. However, the dynamics of further movement in prices is still uncertain and may depend on 
price movements in the gold market.  
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Platinum 
 
September was also the second consecutive month of platinum showing a significant increase in prices – by 7.2% after 
rising by 8.6% in August, and the price of an ounce went up to the level of $1650 (see Fig. 21). 
 
Fig. 21. Dynamics of platinum prices, monthly bars 
 

 
Source: Thomson Reuters 
 
Our assessment of future scenarios 
 
Giving forecasts for the movements in the platinum market, it should be noted that in 2004-2008 the speculators have 
already "played" the market. In 2004, after many years of history the price of platinum diverged from gold price and 
soared almost 3 times over 4 years (by 200%), and then fell by 65% in 2008 (i.e., again nearly three times).  
 
After 2008, the correlation between the markets of platinum and gold was resumed, but now gold shows larger growth. 
We expect that in case gold prices resume growth and reach the range of $2000-$2500 per ounce, platinum prices will 
increase as well, but their growth will be less significant.  
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Palladium 
 
In September, palladium showed the smallest increase in prices among precious metals – by 1.2%. However, during the 
month increase in prices of this metal reached 11% (!) (see Fig. 22), but over the last two weeks of the month almost all 
of this growth has been lost.  
 
Fig. 22. Dynamics of palladium prices, monthly bars 
 

 
Source: Thomson Reuters 
 
Our assessment of future scenarios 
 
Palladium market has already experienced its "bubbling" – in 1998-2001 price of an ounce increased more than 5 times 
(by 400%), and then dropped 5 times in 2002-2003. Since 2009, there is a new, more moderate growth trend observed in 
this market. And after the correction in August - October 2011 from $850 to $550 per ounce, we expect further 
consolidation movement in the corridor of $550-$750 per ounce, followed by a more likely resumption of growth in prices. 
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Oil 
 
In the oil market, on the contrary, in September there was a corrective decline in prices, after strong growth in July-
August, amounting to about 2.5%, and the price of a barrel of Brent crude dropped from $115 to $112 (see Fig. 23). The 
spread between the prices of Brent and WTI continued to trade near $20. 
 
Fig. 23. Brent price dynamics, monthly bars 
 

 
Source: Thomson Reuters 
 
Our assessment of future scenarios 
 
Movements in May–June have confirmed our expectations of the organization of medium-term price correction in the 
market, with their drop below $100 a barrel. However, our expectations of further price consolidation in the corridor of 
$85 - $105 per barrel during several months were not confirmed.  But we also do not expect prices to reach new local 
maximums, and we consider lateral movement of prices in the wider corridor with the upper level near $120 a barrel to be 
the most likely scenario. 
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Review information 
 
This review is supposed to be for information only and cannot be treated as investment advice, investment research, or a 
consultation on investment.  
 
The review author is ABLV Asset Management, IPAS (legal address: 23 Elizabetes street, Riga) officer Leonīds 
Aļšanskis, Dr. Math. The information contained in the review is obtained from sources considered to be trustworthy in 
financial markets, but ABLV Asset Management, IPAS or its officer shall not be held responsible for accuracy and 
comprehensiveness of the obtained and provided information. 
 
ABLV Asset Management, IPAS or its officer shall not be held responsible for any losses resulting from this review being 
used in one’s own investment transactions. 
 
The review author will not inform on changes in the situation and opinion included in the review.  
 
The issuers mentioned in the review are not acquainted with the same. 
 
Information on risks associated with investment transactions is available at 
http://www.ablv.com/en/services/investments/brokerage/risk. 
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