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Our Market

Petra’s Market Position

The diamond market experienced challenging conditions in FY 2015; 
however, the longer-term outlook remains positive given rising consumer 

demand in developed and developing markets set against constrained supply. 
Petra’s diversified portfolio of operating mines and its strong growth profile 

positions the Company to benefit from these market dynamics.

World diamond production

– Major producers (De Beers, ALROSA, Rio Tinto)
– Mid-tier quoted producers (Petra, Dominion, Lucara, Gem)
– Non-quoted producers (including the DRC, Zimbabwe and Angola)
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Global production by volume

124.8 Mcts
Source: Kimberley Process Statistics

Global production by value

US$14.5 bn
Source: Kimberley Process Statistics

De Beers, ALROSA and Rio Tinto (“the Majors”) remain 
the dominant players in the diamond market, accounting 
for circa 66% by volume but circa 78% by value in 2014. 

Beneath the Majors there are only four sizeable quoted 
diamond producers, being:

 Š Petra, Dominion, Lucara, and Gem.

Based on FY 2015 production of 3.2 Mcts and sales of 
US$425.0 million, Petra accounted for 2.6% of world supply 
by volume and 2.7% by value.

Petra’s world-class resource of 308.6 Mcts ranks fourth by size 
(after the Majors). This factor, combined with the significant 
size of Petra’s orebodies, suggests relatively long lives for 
the Company’s mining operations (in particular, Cullinan and 
Williamson have the potential to be in production for over 
50 years to come).

Rough diamond production by main producing country

Source: Kimberley Process Statistics

– Russia
– Botswana
– DRC
– Canada
– Australia

– Angola
– South Africa
– Zimbabwe
– Other
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Petra focuses on Africa, producer of 52% of the world’s 
diamonds by volume and 58% by value.
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Strategic Report

Our Market
continued

Supply

Global diamond supply: historical and forecast rough production
million carats per annum
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Global diamond supply:
 Š global rough diamond supply decreased 4% in 2014 mainly 

due to significantly lower production from Zimbabwe and 
lower production from the Argyle mine in Australia as it 
transitioned to underground;

 Š the world’s largest diamond mines are maturing and past 
their peak production levels;

 Š potentially the world has already seen peak diamond 
production of circa 177 Mcts in 2005;

 Š De Beers’ significant production shutdowns during the 
2008 and 2009 global economic downturn have never been 
fully replaced;

 Š some new projects are coming on stream in the next 
few years, but none of these are of major size; and

 Š supply forecast to increase by a CAGR of 3.5–4% from 
2013–2019, before declining by 1.5–2% from 2019 (Bain & Co).

19
40

A

19
65

A

19
78

A

19
83

A

19
88

A

19
93

A

19
98

A

20
03

A

20
08

A

20
13

A

20
18

F

“A key characteristic of economic diamond deposits 
is their scarcity, in contrast to many other commodities.”

“Petra is one of the few diamond producers 
with a significant growth profile.”

Significant mines are scarce:
 Š there are fewer than 30 significant diamond mines 

in production today;

 Š only seven mines in the world are considered to be Tier 1 
deposits (+US$20 billion in reserves), including Cullinan;

 Š the success rate of finding an economic diamond orebody 
is less than 1%; and

 Š at current rates of production, Macquarie estimates that 
there are only 17 years of diamond reserves available. 

Our strategy Petra has grown by acquisition 
and does not commit material funds to exploration

Short mine life based on existing global diamond reserves
Years of mine production
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Source: Macquarie research, USGS, Bain Diamond Report, December 2014

Source: Kimberley Process Statistics/RBC Capital Markets

More information at
petradiamonds.com/
our-industry/industry-overview
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Demand

Key demand drivers:
 Š continued economic recovery in the major US market; 

very strong diamond buying culture;

 Š continued urbanisation, growing middle classes and rising 
wealth in emerging markets, particularly China and India;

 Š diamonds are a ‘late cycle’ commodity, benefiting from 
the later stages of a country’s economic development;

 Š brides in developing countries such as China and India 
increasingly desire diamonds in their bridal jewellery, 
as well as traditional gold;

 Š mass luxury (i.e. affordable jewellery items priced from 
US$200 to US$2,000+) expected to drive the market; and

 Š trend to use diamonds across a wide range of luxury goods, 
from watches and accessories to pens and digital devices.

Our strategy Petra’s mines supply the full range 
of diamonds, a large proportion of which are suitable 
for the mass luxury market

“Demand is expected to continue to rise in both 
developed and developing markets around the world.”

World polished diamonds consumption in 2014:
 Š polished diamonds contained within jewellery grew 3% 

to circa US$25 billion;

 Š the major US market recorded the strongest growth rate 
of 7% and increased its market share to 42%;

 Š growth in China in local currency grew 6%, a slower rate 
than last year (see page 17);

 Š growth in India in local currency grew 3%, a higher rate than 
last year due to improved economic conditions;

 Š the diamond market in all regions remains underpinned 
by the engagement and bridal markets; and

 Š De Beers estimates that global diamond jewellery demand 
in 2015 will remain flat compared with 2014.

“Global diamond jewellery sales increased 3% 
to over US$80 billion for the first time.”

Share of world polished diamond consumption in value
US$ polished wholesale price
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Source: De Beers (September 2015)

Middle class is growing rapidly
Global population (bn) with income over US$30,000

Source: Goldman Sachs Global Investment Research/IMF
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China contributes circa 30% of additional middle class population by 2025E
Global population with income over US$30,000

Source: Goldman Sachs Global Investment Research/IMF
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Strategic Report

Our Market
continued

Market Performance in FY 2015

Bloomberg Rough Diamond Index
The Bloomberg Composite Rough Diamond Index increased with a nominal CAGR of 7.1% per annum (real growth of circa 4.6% per annum) 

from 1 January 2004 to 30 June 2015
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Rough diamond prices achieved by Petra 
and guidance

Guidance Actual Actual
US$/ct US$/ct1 US$/ct1

Mine FY 2016 FY 2015 FY 2014

Finsch 94 90 99

Cullinan 1262 1743 1854

Koffiefontein 5705 386 542

Kimberley 
Underground 327 302 303

Williamson 303 298 303

1. All sales including exceptional diamonds were used to calculate average values.

2. Does not include guidance for exceptional diamonds.

3. Excluding exceptional diamonds, the average value for FY 2015 was US$119 per carat.

4. Excluding exceptional diamonds, the average value for FY 2014 was US$146 per carat.

5. The significant increase in the guided average value for Koffiefontein relates 
to the ramp-up of production from higher value underground carats in FY 2016.

Petra rough diamond pricing
On 27 July 2015, Petra announced 2016 diamond pricing guidance 
with the assumption that pricing would remain flat in FY 2016 
versus the pricing achieved for H2 FY 2015. Since then, volatility 
in the broader rough diamond market has been widely reported 
and these uncertain market conditions may result in deviations 
from Petra’s previously guided prices.

It should be noted that: 

(i)  price variability may be witnessed from tender to tender 
due to specific parcel make-up and, especially at Cullinan, 
variability in the mix of diamonds recovered from the diluted 
ore (as reported during H2 FY 2015); and

(ii)  Petra expects a higher weighted average price for FY 2016, 
due to an increased proportion of ROM versus tailings/
other carats to be mined (weighted towards H2 FY 2016). 
See www.petradiamonds.com/investors/analysts/
analyst-guidance for the breakdown of guidance for pricing 
of ROM versus tailings/other carats at each operation.

More information at
petradiamonds.com/investors/analysts/
analyst-guidance

Launch of the Diamond Producers Association (“DPA”)
In May 2015, Petra became a founding member of the DPA, 
along with six of the world’s leading diamond mining companies 
(De Beers, ALROSA, Rio Tinto, Dominion, Lucara and Gem). 

The DPA’s objective is to support the positive development 
of the diamond mining sector and its remit will include 
maintaining and enhancing consumer demand for and 
confidence in diamonds (including joint category marketing), 
providing a reliable source of industry information, acting 

as a unified voice of the diamond producers and sharing best 
practices with regards to ESG matters. 

Petra’s Chief Executive, Johan Dippenaar, represents Petra 
on the board of the DPA.
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3. The impact of the strong US Dollar 
A strong US Dollar always puts pressure on US Dollar denominated 
goods and commodities, as it makes them more expensive 
in non-Dollar denominated regions. 

Petra’s view: The strong US Dollar remains a concern 
in relation to consumer demand, though it does not impact 
the major US market. 

2. Polished diamonds in the pipeline 
Further to increased demand for certification, a backlog of goods 
had built up for processing through the GIA, the industry’s 
leading certification body. This backlog started to be cleared 
through in 2014, causing excess polished inventory. 

It is Petra’s opinion that global economic uncertainty has also 
led to better inventory management in recent years, with 
retailers inclined to maintain rather than increase stock levels. 
This is particularly the case for the Chinese jewellers pursuing 
high growth strategies, who had been buying aggressively in 
order to fill newly established stores, whereas the pace of new 
openings has now slowed and consumer demand has been 
muted (see point 4 to follow). 

Petra’s view: The GIA backlog is expected to have been 
cleared through by now and Chinese retailers do continue to 
open new stores, particularly focusing on the lower tier cities, 
though at a slower rate than previously. 

While it is difficult to exactly measure polished inventory levels, 
the responsible actions of the Majors to restrict supply to the 
market (both De Beers and ALROSA have allowed for lower 
sales volumes this year), the forthcoming festive retail period 
(including Christmas and Chinese New Year) and an initiative by 
De Beers to make a ‘major investment’ in an additional end of year 
marketing programme focused on driving holiday diamond sales 
could see an improvement in operating conditions.

The main factors to weigh on the market:

1. Challenges for the midstream industry 
participants (cutters and polishers/manufacturers)
Specific issues relate to the availability of financing following 
the closure of the Antwerp Diamond Bank (though new sources 
of financing from India and the Middle East are reported to be 
becoming available), the transition to modern banking standards 
(including increased disclosure/transparency and reporting to 
international standards) and profitability challenges relating 
to poor margin operations.

Petra’s view: In line with similar processes occurring across 
other industries/products, the diamond pipeline is continuing 
to evolve and contract, notably due to increased levels of vertical 
integration. Some rationalisation is an inevitable consequence 
of this process and while this may cause growing pains, 
we expect the pipeline to end up on a stronger and 
more sustainable footing in the future.

12-month performance relative to USD since 1 July 2014
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4. A slowdown in retail demand in China
A number of factors caused retail demand to slow considerably, 
namely a dramatic slowdown in the Hong Kong retail market 
(due to the pro-democracy movement and a fall in the number 
of shoppers from the mainland), the continuing anti-graft 
movement (causing wealthier consumers to limit the conspicuous 
consumption of luxury goods) and the overall slowing growth 
of the Chinese economy. 

While Hong Kong and Macau suffered in particular, the main 
Chinese jewellers still recorded growth in sales of gem-set 

jewellery in mainland China, with consumer demand underpinned 
by the bridal market. Reports also suggest that some of the 
sales which normally occur in China happened elsewhere 
(particularly Japan and Europe) as increasing numbers of 
Chinese tourists are now travelling and shopping worldwide. 

Petra’s view: While the slowdown in China is concerning, the 
urbanisation trend and growth in the middle class is firmly in 
place. With consumption per capita way below that of the 
developed US market, there is good potential for continued 
future growth.

The rough diamond market experienced challenging conditions in FY 2015, 
with pricing achieved by Petra down circa 10% on a like-for-like basis. 

In summary
While the market continues to face the headwinds noted above, 
it is encouraging to note that retail demand remains stable 
worldwide, with steady demand in the major US market and 

growth still registering in other key emerging markets, though 
at lower levels than previously. Petra still therefore expects a 
positive medium to long-term outlook for the industry, given 
the supply/demand fundamentals.
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