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PLATINUM PERSPECTIVES

The removal of VAT exemptions on platinum imports will

increase the cost of platinum in China
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China’s Ministry of Finance, the General Administration of Customs,
and the State Taxation Administration, has announced amendments to
Value-Added Tax (VAT) policies for wind power and other industries.
Housed within other industries includes the cancellation of the 13%
VAT exemption on platinum and platinum products at the import stage
from 1 November 2025. Cancelling platinum imports’ VAT exemption
will put upward pressure on Shanghai Gold Exchange (SGE) platinum
quotes. This may be partially offset by a reduction or full removal of the
~3% fee levied on SGE sales; however, Chinese platinum demand has
historically been price sensitive and is likely to soften on higher costs.

China’s tax reforms are part of a broader initiative (not specifically targeting
platinum) to realign tax in sector/technologies which are mature such as
onshore wind and nuclear power. There are muted discussions on realigning
VAT exemptions on gold. Since 2003, Chinese platinum imports have had a
VAT exemption which allowed for instant VAT refunds for platinum
purchased on the SGE. In response to proposed tax changes, the SGE’s
platinum price premium to international prices has increased to 14%, versus
an historic average premium of ~3% (Fig. 1). Ahead of the 1 Nov 2025 tax
change, we expect Chinese platinum imports could surge to avoid paying the
additional tax. Exporters may similarly front load shipments to China. Higher
interim demand will push up the SGE premium. Beyond 1 Nov 2025,
cancelling tax incentives will increase effective import costs for platinum,
potentially dampening short-term demand in China’s price sensitive market.
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Fig 1. SGE platinum price will likely increase from the average of 3.7% above international spot to closer to 13%
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Over the past three-years, China accounted for around 31% of global
platinum demand (Fig. 2). Given its scale, any downgrading of Chinese
platinum demand could weigh on international prices. Investment demand
has supported robust Chinese platinum demand growth since 2022 (Fig. 3),
and this may help mitigate some of the cost pressures from removing VAT
relief. Applying VAT on SGE sales will align primary markets with the tax
treatment on secondary OTC sales (Fig. 4: worked example). Accordingly,
parity between recycling and imports should allow Chinese recycling
volumes, which accounts for 3.5% of global supply (Fig. 5), to increase.

Beyond fundamentals, policy changes may result in the ~3% levy currently
on SGE sales receding since primary sales are no longer VAT advantaged
relative to secondary sales. Two-way trade could emerge if the SGE begins
accepting delivery of platinum from other sellers under 13% VAT as
opposed to only selling metal imports from Chinese Platinum Company
(CPC). This removal may increase Chinese imports (Fig. 6) and improve
liquidity which the GFEX has argued would support its upcoming platinum
futures contracts listings. Two-way SGE trade, OTC parity and the listing of
futures should help liquidity and lower buyback discounts, further enhancing
market efficiencies.
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The cancellation of tax exemptions
for platinum and platinum product
imports will increase platinum
purchase costs and widen the SGE
premium to international prices.

Chinese platinum recycling could
increase with the alignment of VAT
treatment between SGE sales and
OTC sales.
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Platinum’s attraction as an investment asset arises from:

- WHPIC research indicates that the platinum market entered a period of consecutive supply deficits from 2023 and these are
expected to fully deplete above ground stocks by 2029f

- Platinum supply remains challenged, both in terms of primary mining and secondary recycling supply

- ICE vehicle demand will have a long-tail which will support PGM demand well beyond the 2030s

- Elevated lease rates and OTC London backwardation highlight tight market conditions

- The platinum price remains significantly below the price of gold

Figure 2: China has accounted for an average of 31% of
platinum demand from 2022 to 2024

Source: Metals Focus, WPIC research
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Figure 3: China’s platinum demand has increased by

19% from 2022 to 2024 underpinned by strong physical

bar and coin investment demand growth
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Figure 4: Revised tax policies are expected to increase the cost of platinum sold via the SGE and align it to the OTC

market.
Imports (incl. SGE sales) OTC market
Current policy Revised policy
Tax-ememption No tax-exemption No tax-exemption
Import stage Import stage Purchase stage
llustrative price US$/oz 1,500 llustrative price US$/oz 1,500 llustrative price 1,500
VAT credit (13%) US$/0z 195 VAT payable (13%)  US$/0z 195 VAT payable (13%) 195
Sales stage Sales stage Sales stage
Price + 3% (incl. VAT)  US$/oz 1,545 Price (incl. VAT) US$/oz 1,695 Price (incl. VAT) 1,695
Price (excl. VAT) US$/oz 1,367 Price (excl. VAT) US$/oz 1,500 Price (excl. VAT) 1,500
VAT US$/oz 178 VAT US$/oz 195 VAT 195
VAT calc & refund VAT calc & refund VAT calc & refund
Output VAT US$/oz 178 Output VAT US$/oz 195 Output VAT 195
Input VAT US$/oz -195 Input VAT US$/oz -195 Input VAT -195
CPC tax charge US$/oz -17 CPC tax charge US$/oz 0 0
CPC gross (3%) US$/oz 45
CPC after tax US$/oz 28,

Source: WPIC research

Figure 5: Chinese recycling supply could benefit from the
alignment of VAT policies which impact primary sales

from SGE or secondary OTC platinum sales
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Figure 6: Chinese platinum imports are down 12.5%
YTD, but an opening up of SGE sales could stimulate
more competition and possibility more imports
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IMPORTANT NOTICE AND DISCLAIMER: This publication is general and solely for educational purposes. The
publisher, The World Platinum Investment Council, has been formed by the world’s leading platinum producers to
develop the market for platinum investment demand. Its mission is to stimulate investor demand for physical
platinum through both actionable insights and targeted development: providing investors with the information to
support informed decisions regarding platinum; working with financial institutions and market participants to
develop products and channels that investors need.

This publication is not, and should not be construed to be, an offer to sell or a solicitation of an offer to buy any
security. With this publication, the publisher does not intend to transmit any order for, arrange for, advise on, act as
agent in relation to, or otherwise facilitate any transaction involving securities or commodities regardless of whether
such are otherwise referenced in it. This publication is not intended to provide tax, legal, or investment advice and
nothing in it should be construed as a recommendation to buy, sell, or hold any investment or security or to engage
in any investment strategy or transaction. The publisher is not, and does not purport to be, a broker-dealer, a
registered investment advisor, or otherwise registered under the laws of the United States or the United Kingdom,
including under the Financial Services and Markets Act 2000 or Senior Managers and Certifications Regime or by
the Financial Conduct Authority.

This publication is not, and should not be construed to be, personalized investment advice directed to or
appropriate for any particular investor. Any investment should be made only after consulting a professional
investment advisor. You are solely responsible for determining whether any investment, investment strategy,
security or related transaction is appropriate for you based on your investment objectives, financial circumstances
and risk tolerance. You should consult your business, legal, tax or accounting advisors regarding your specific
business, legal or tax situation or circumstances.

The information on which this publication is based is believed to be reliable. Nevertheless, the publisher cannot
guarantee the accuracy or completeness of the information. This publication contains forward-looking statements,
including statements regarding expected continual growth of the industry. The publisher notes that statements
contained in the publication that look forward in time, which include everything other than historical information,
involve risks and uncertainties that may affect actual results. The logos, services marks and trademarks of the
World Platinum Investment Council are owned exclusively by it. All other trademarks used in this publication are
the property of their respective trademark holders. The publisher is not affiliated, connected, or associated with,
and is not sponsored, approved, or originated by, the trademark holders unless otherwise stated. No claim is made
by the publisher to any rights in any third-party trademarks.

WPIC Research MiFID Il Status

The World Platinum Investment Council -WPIC- has undertaken an internal and external review of its content and
services for MiFID II. As a result, WPIC highlights the following to the recipients of its research services, and their
Compliance/Legal departments:

WPIC research content falls clearly within the Minor Non-Monetary Benefit Category and can continue to be
consumed by all asset managers free of charge. WPIC research can be freely shared across investment
organisations.

1. WPIC does not conduct any financial instrument execution business. WPIC does not have any market
making, sales trading, trading or share dealing activity. (No possible inducement).

2. WPIC content is disseminated widely and made available to all interested parties through a range of
different channels, therefore qualifying as a “Minor Non-Monetary Benefit” under MiFID 1l (ESMA/FCA/AMF). WPIC
research is made freely available through the WPIC website. WPIC does not have any permissioning requirements
on research aggregation platforms.

3. WPIC does not, and will not seek, any payment from consumers of our research services. WPIC makes it
clear to institutional investors that it does not seek payment from them for our freely available content.

More detailed information is available on the WPIC website:
http://www.platinuminvestment.com/investment-research/mifid-ii
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