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Our Market

Despite the new production that entered the market, 
supply is still on a downward trend
 Š The world’s largest diamond mines are maturing 

and past their peak production levels.

 Š The success rate in diamond exploration is estimated to 
be <1% – no significant finds this century, plus exploration 
expenditure cut worldwide.

 Š While three diamond mines came into production in 2016 
(Gahcho Kué and Renard in Canada and Liqhobong in Lesotho), 
they are not large enough to impact the overall constrained 
supply picture.

 Š Decisions were made to not take forward a number of 
development projects, including Bunder in India, and the 
following mining operations were recently placed on hold: 
Ghaghoo and Lerala in Botswana, and Baken, Lace and 
Saxendrift in South Africa.

 Š Supply is therefore forecast to grow to circa 143 Mcts 
by 2019, before declining to circa 101 Mcts by 2030 
(source: Canaccord Genuity).

Supply

Our strategy
While Petra is increasing production, our overall contribution to world supply (<5%) 
is too small to materially impact global diamond market conditions. 

Given the poor success rates, Petra does not commit material funds to exploration 
and has grown by acquiring producing assets.

Supply is expected to have already reached peak production in 2005

 Š Diamond supply by volume increased 5% in 2016 
to 134.1 Mcts (2015: 127.4 Mcts).

 Š This remains significantly below the high of 176.7 Mcts 
reached in 2005, which is believed to represent world 
‘peak diamond’ supply.

 Š Diamond supply by value decreased 11% to US$12.4 billion 
(2015: US$13.9 billion) due to the average value per carat 
mined decreasing 15% to US$92 (2015: US$108).

 Š The lower average value per carat is in part related to lower 
rough pricing achieved and in part related to mix impact driven 
by a higher proportion of lower value carats (the largest 
volume increase in 2016 came from the Democratic Republic 
of Congo, which is one of the lowest value producers).

Source: Kimberley Process Statistics.

GLOBAL DIAMOND SUPPLY: HISTORICAL AND FORECAST ROUGH PRODUCTION Mcts per annum
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Demand

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

Petra is a founder member of the DPA and commits funding annually towards 
generic diamond marketing to support consumer demand.

The global diamond jewellery market reached US$80 billion in 2016
Demand in 2016:

 Š Global consumer market for diamond jewellery increased 
0.3% in US$ to US$80 billion (2015: US$79 billion).

 Š The major US market grew 4% to exceed US$40 billion 
for the first time, supported by job creation, wage growth 
and a strong stock market, and increased its leading market 
share to 47% (2015: 45%).

 Š Demand from China grew 1% in local currency but declined 
5% in US$ to US$10 billion; however, there was evidence 
that some buying took place abroad by Chinese tourists 
travelling to favourable foreign shopping destinations, 
such as Japan and Europe.

 Š The Indian market was weak, showing a decrease of 9% 
in local currency and 13% in US$ to US$3 billion, impacted 
by an uncertain economic climate and the demonetisation 
process in late 2016.

Source: De Beers Diamond Insight – June 2017.

SHARE OF WORLD POLISHED DIAMOND CONSUMPTION 
IN VALUE US$ polished wholesale price

Source: De Beers Diamond Insight Report – June 2017.
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Demand is expected to continue to rise driven by a number of key drivers
 Š Continued growth in the major US market.

 Š Bridal diamond jewellery continues to be the foundation 
for the US market, but recent consumer research has 
identified self-purchase by women as an important growing 
demand category, as well as products aimed at millennials.

 Š Continued urbanisation and strong growth in the middle 
classes in developing economies, particularly China and India.

 Š Brides in developing markets increasingly desire diamonds 
in their bridal jewellery, as well as traditional gold.

 Š Rise in generic diamond marketing to consumers funded 
by the Diamond Producers Association (“DPA”) – focused 
initially on the US, India and China.

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

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

348 million
MIDDLE-CLASS HOUSEHOLDS IN CHINA BY 2030

171 million
MIDDLE-CLASS HOUSEHOLDS IN INDIA BY 2030

2.2%
USA PERSONAL DISPOSABLE INCOME CAGR 
2017–2021F

5.5%
CHINA PERSONAL DISPOSABLE INCOME CAGR 
2017–2021F

Source: Bain & Co.

Source: IMF, Economist Intelligence Unit.
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Our Market continued

Market performance in FY 2017

A stable market was experienced during FY 2017
The rough diamond market remained stable in FY 2017, in line 
with the steady retail demand for diamonds experienced over 
the same period. 

During H1 FY 2017, the industry was concerned about the 
impact on India’s major cutting and polishing industry of the 
country’s demonetisation programme, which commenced on 
8 November 2016 and saw the Government invalidate 86% of 
Rupee currency notes in circulation. However, the effects of 
this were remarkably short-lived and H2 FY 2017 saw a large 
restocking by the midstream, as Indian manufacturers sought 
to rebalance and increase capacity, thereby seeing the release 
of significant inventory of smaller goods, particularly from the 
major diamond producers (De Beers and ALROSA). 

Petra therefore experienced steady demand generally across 
all diamond size ranges throughout the Year, apart from the 
few months immediately following the Indian demonetisation, 
which affected demand for the smaller, lower value categories.

While results from retailers in the US (which accounts for circa 
47% of global demand) have been mixed in H2 FY 2017, the 
market is still assessed by those in the industry to remain stable 
as a whole, with a stronger performance from independents 
making up for a weaker performance from large chains.

It has been encouraging to see continued evidence of an 
improving retail market in China and a recovering market in 
India, as well as a rebound in the Swiss watch market, which 
typically uses a significant quantity of small but very high 
quality diamonds. 

Diamond prices
Further to the stable rough diamond market noted for the 
Year, Petra experienced flat pricing in H1 (six months to 
December 2016) and pricing up circa 2% on a like-for-like 
basis in H2 (six months to June 2017).

Post Year end, the Company held its first tender of FY 2018 
in early September yielding circa US$76 million (circa 
745,000 carats sold), in line with expectations for the South 
African operations (no sales for Williamson included). The 
market is showing signs of normal seasonal weakness, with 
prices on a like-for-like basis down circa 3% in comparison to 
H2 FY 2017. The Company will hold two more tenders during 
H1 FY 2018 and four tenders in H2 FY 2018, as usual.

Given that the first half of the calendar year is the seasonally 
stronger time for the rough diamond market, Petra remains 
cautious with regards to the market outlook for the remainder 
of the calendar year. The Company is therefore guiding flat 
pricing on a like-for-like basis for FY 2018. However, FY 2018 
will mark the first year where Petra will source the majority 
of its underground tonnages from the new, undiluted mining 
areas and this, combined with the decreased contribution of 
lower-value tailings carats to the Group’s overall production 
mix, is expected to lead to an improved product mix at Finsch, 
Cullinan and KEM JV.

The DPA represents seven of the world’s leading diamond 
companies, including Petra, and exists to maintain and 
enhance consumer demand for, and confidence in, diamonds. 

An important part of the DPA’s mandate is the generic 
marketing of diamonds, a key support for the industry that 
has been lacking for a number of years, and to ensure that 
diamonds remain relevant to the next generation of 
consumers – the so called ‘millennials’. 

In 2017, the DPA announced that it had quadrupled its 
marketing budget to US$57 million for 2017. The majority 
of this budget (circa US$50 million) is assigned to US 
marketing, building upon its iconic platform “Real is Rare 
– Real is a Diamond”, and will be spent in the second 
calendar half of 2017. This represents a significant budget 
in order to execute the DPA’s ambitious plans, which 
incorporate multichannel advertising, innovative digital 
programmes and high-impact PR campaigns. The DPA also 
launched its first marketing campaign in India in October 
2017 and will commence marketing in China in April 2018.

Industry advocacy and trade programmes have also been 
developed, and the DPA will debut a new retail training 
support programme focused on the new diamond narrative 
by the end of 2017.

The DPA quadruples its marketing budget to US$57 million
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Petra expects to mine a better quality product mix in FY 2018

BLOOMBERG ROUGH DIAMOND INDEX
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Source: Bloomberg.

1. The Bloomberg composite rough diamond index increased from 100 to 201 for the period Jan 2004 to Jun 2017. This translates into a CAGR of 5.5% (nominal terms).

2. Excluding the average US CPI of circa 2.5% over the same period, this translates into a circa 3.0% real price escalation.

The CTF Pink Star becomes most expensive diamond ever sold
In April 2017, the 59.6 carat Pink Star diamond was sold 
by Hong Kong Sotheby’s for US$71 million, setting a new 
world record for any gemstone sold at auction. The fancy 
vivid pink, internally flawless, oval cut stone was acquired 
by Hong Kong jeweller Chow Tai Fook. The diamond was 
renamed the CTF Pink Star and commemorates the 
company’s 88th anniversary.

This remarkable price demonstrates the keen interest 
in top quality coloured diamonds due to their incredible 

beauty and rarity, as well as their status as a hard asset 
investment with the potential for strong price appreciation 
over time.

The CTF Pink Star was originally a 132.5 carat rough stone 
mined by De Beers in South Africa in 1999. However, it is not 
publicly known which De Beers mine produced the stone.
Note: While this was not a diamond mined by Petra, our mines produce exceptional 
coloured diamonds on a regular basis – most notably fancy pinks from Williamson 
and fancy blues from Cullinan.

Industry developments

Diamond prices by operation
Guidance

Weighted average 1,2 Actual 3 Actual 3
US$/ct US$/ct US$/ct

Mine FY 2018 FY 2017 FY 2016

Finsch 101–106 101 89

Cullinan 113–119 120 4 126 4

Koffiefontein 525–550 506 462

KEM JV 120–125 100 5 132 6

Williamson 214–224 258 7 384 7

1.  Guidance is based on expected weighted average prices for FY 2018, incorporating all sales of ROM and tailings carats, but not including Exceptional Diamonds (diamonds that 
sell for more than US$5 million each). 

2. Exceptional Diamonds added an average of circa US$21.7 million per annum to revenues over the last nine years (FY 2009 being the year during which Petra took over the Cullinan mine).

3. All sales (ROM and tailings) including Exceptional Diamonds were used to calculate the average values.

4. Excluding Exceptional Diamonds, the average value per carat for FY 2017 was US$113 and for FY 2016 was US$109.

5. The average value per carat was below expectations due to the higher contribution of tailings carats during the Year.

6. The average value per carat for FY 2016 reflects the dilutive impact of combining tailings and ROM sales from H2 FY 2016 onwards.

7. Excluding Exceptional Diamonds, the average value per carat for FY 2017 was US$235 and for FY 2016 was US$238.




