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Recent industry developments

Midstream
There has been increased pressure on the midstream, with 
a tightening of cutting-centre bank credit, leading to a lack 
of liquidity, as well as high levels of inventory. This has been 
further exacerbated by the devaluation of the Indian Rupee. 

Petra’s response: Petra sells its diamonds on an open tender 
basis, with participants viewing the assortments and placing 
confidential electronic bids on the parcel of their choice. At 
the end of the tender, the highest bidder wins the parcel. This 
system suggests that bidders will only pay an amount on which 
they expect to achieve a margin when reselling the diamonds. 

Provenance
The diamond industry is proactively addressing the issue of 
provenance and has taken various steps to assist consumers 
in confidently identifying the origin of their diamonds. Digital 
technologies (such as Blockchain) are contributing to increased 
transparency throughout the value chain and other initiatives 
are also in place to further increase confidence.

Petra’s response: We see this as a strong opportunity to 
highlight the responsibility and transparency within the 
industry, thereby promoting sustainable long-term demand 

and protecting the value of diamonds. We are partnering with 
Harvard on a study to better understand the origin of Type II 
diamonds and have a collaboration with Boodles which highlights 
the heritage of Cullinan and the provenance of its diamonds. 
We also continue to work with GIA on its Origin programme. 

Synthetic diamonds
Whilst there has been increasing commentary on synthetic 
diamonds, global production is only estimated at 2 Mcts, 
despite having been in existence for 60 years. According to 
Bain, the retail price of gem-quality lab-grown diamonds has 
nearly halved in the past two years, and wholesale prices 
have dropped to one third. 

Through its ASSURE programme, the DPA is working to 
independently and objectively test the performance of 
diamond verification instruments – read more on page 18.

Petra’s response: We believe that, with the correct identification 
and classification, synthetic diamonds and natural diamonds can 
coexist, with the former establishing a smaller, secondary market. 
That said, we have confidence in consumers’ affinity for natural 
diamonds. Fundamental to their value is their scarcity, character and 
provenance and we therefore expect them to continue to command 
a significant premium to the synthetic diamonds segment. 

Our Market

Uncertain global economic backdrop
 Š Following strong growth in 2017, global GDP slowed slightly 
to 3.6% in 2018 (most notably in H2), with global stock markets 
recording a fall of 7.1%, according to the MSCI World Index. 

 Š Global growth is projected to slow further to 3.2% in 2019, 
before improving to 3.5% in 2020. 

 Š Growth of 2.6% is expected in the United States (“US”), thanks 
to robust exports and inventory accumulation, albeit with softer 
domestic demand reflecting the effect of tariffs. 

 Š China saw a decline in growth to 6.6% in 2018, following the 
implementation of regulatory measures as well as mounting 
trade tensions. The IMF anticipates growth of 6.2% in 2019. 
Consumer demand has been negatively influenced by the 

slowing economy and the depreciation of the Chinese Yuan. 
Sustained unrest in Hong Kong has further destabilised 
this market.

 Š Having marginally dipped in 2018, growth in India is 
projected to increase to 7.0% in 2019 and 7.2% in 2020. 

 Š The luxury market grew 5% in 2018 to ca. EUR1.2 trillion. 

 Š Given the current level of global uncertainty brought about 
by trade escalation risks and the potential for weakening 
investment, there is a risk of forecast global growth being 
negatively impacted.

Sources: IMF (July 2019 outlook), Conference Board, Bain.

Why is this relevant?
Global diamond demand growth is generally highly correlated 
to global GDP growth and consumer confidence in the long term. 
In spite of shorter-term global uncertainties and some risks to 
the outlook, consumer sentiment remains buoyant, specifically 

in the key diamond markets. However, the slowing near-term 
global GDP growth outlook and growing uncertainty have the 
potential to negatively impact diamond markets.

Consumer confidence remains buoyant despite uncertain global backdrop

Based on Conference Board data for US and National Bureau of Statistics for China. Indices base: 1 August 2016.
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Our Market continued

Supply

Supply in 2018
 Š According to Kimberley Process Statistics, whilst diamond 
supply by value in 2018 increased by 2% to US$14.5 billion 
(2017: US$14.1 billion), production by volume decreased by 
2% to 148.4 Mcts (2017: 150.9 Mcts).

 Š Supply remains significantly below the highest year of 
diamond production in 2005, where 177 Mcts was 
considered to have represented ‘peak’ supply.

Source: Kimberley Process Statistics.

 Š The decrease in production was largely due to mine closures 
and lower output towards the end of mine lives. 2017 
production was also respectively high as a result of a 
number of projects which came on stream in late 2016. 

Supply is forecast to decline in the coming years as a result 
of the depletion of resources 

Impacts on supply outlook
 Š Argyle is set to close towards the end of 2020, removing 
ca. 14 Mcts of annual production; it is currently the 
producer of ca. 90% of the world’s pink diamonds. 

 Š Voorspoed in South Africa ceased operations in December 2018.

 Š The Victor mine in Canada reached the end of its life during 
Q2 2019.

 Š Whilst there is some new supply coming on stream from 
existing operations, it is not expected to redress the 
balance of the significant supply decreases, particularly 
over the longer term. 

 Š The success rate in diamond exploration is estimated to be 
<1% with a notable lack of commercial discoveries evident.

Outlook
 Š Global rough diamond production is now widely expected to 
be on a declining trend over the longer term as a result of the 
depletion of existing mines.

 Š Supply is forecast to steadily decrease to around 120 Mcts 
in 2030.

Source: Panmure Gordon.

Petra’s strategy
Petra aims to deliver sustainable production from its diversified portfolio; the Group’s 
orebodies are of significant size and collectively contain the third largest resources in the 
world, suggesting relatively long lives of our mining operations. Petra is focused on 
optimising its business and operations to maximise its profitability. As a result of poor 
success rates in global diamond exploration, the Company does not commit material 
resources to this.

HISTORICAL AND FORECAST GLOBAL DIAMOND SUPPLY Mcts per annum
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Demand

Trends influencing demand
 Š Increasing levels of global wealth are expected to underpin 
demand for later-cycle products such as diamonds.

 Š Continuing strong underlying fundamentals in the major 
US market and growth in middle classes in China and India, 
albeit with some downside risk on account of GDP 
growth rates.

 Š Sustained upsurge in ‘self-purchasing’.

 Š Growing demand from online channels.

 Š Continued generic marketing.

 Š Potentially more spending power amongst Millennials and 
Gen Z supporting diamond demand, albeit with different 
consumer preferences to previous generations.

Demand backdrop
 Š The global ultra high net worth individual population 
is forecast to rise by 22% over the next five years. 

 Š Boosted by Asia’s strong economic performance, the 
number of US$ millionaires is forecast to exceed 20 million 
for the first time in 2019. 

 Š According to Brookings, global middles classes reached a 
tipping point in 2018, increasing to ca. 3.8 billion people 
worldwide, just over half of the world’s population, and 
are expected to grow by 1.7 billion by 2030.

Outlook
 Š Demand is expected to continue to rise, with Bain 
forecasting an average annual growth rate between 0–2% 
in real value terms through to 2030.

Sources: Bain, Knight Frank, Brookings.

Global demographic shifts increasing purchasing power are expected 
to support diamond demand over the long term

Demand remained relatively stable 
 Š The global consumer market for diamond jewellery 
increased 4% in 2018 to US$85.9 billion.

 Š The major US market, which accounts for over 50% 
of demand, grew 4%.

 Š Diamond jewellery sales in China, India and Southeast Asia, 
accounting for ca. 30% of demand, grew by 5%.

WORLD POPULATION BY GENERATION – TOTAL 7.39 BILLION

CEO Oxford Economics, 
July 2018.
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Petra’s strategy
As a founder member of the DPA, Petra commits annual funding towards generic diamond 
marketing to support demand. Given the highly diversified nature of Petra’s portfolio, it is 
capable of producing the full spectrum of diamond sizes and categories, from mass market 
goods to highly sought after special stones.

Source: ALROSA.
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Our Market continued

Our place in the market

Petra accounts for 3% of supply 
by value and volume

Petra operates in the highest margin segment of the value chain

GLOBAL DIAMOND PRODUCTION BY VOLUME

Company Reports, Kimberley Process Statistics.
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One of the world’s largest 
diamond resources
Petra has the third largest resources of global, listed diamond 
producers which, combined with the significant size of our 
orebodies, suggests relatively long lives of our mining 
operations, with organic growth opportunities well 
beyond 2030.

RESERVES AND RESOURCES Mcts

–  Reserves

–  Resources

De Beers

Rio Tinto

ALROSA

Petra Diamonds Resources (inclusive of reserves): 248 Mcts

POSITION IN VALUE CHAIN

Petra involved in:

Diamond mining Rough diamond 
sales

Chain after Petra: 

RetailJewellery 
manufacturing

Cutting and 
polishing 

The DPA has developed a universal standard to test the 
performance of diamond verification instruments, which 
are used to separate and/or identify diamonds from 
synthetic diamonds. 

Commenting on the ASSURE programme, Jean-Marc Lieberherr, 
CEO of the DPA, said: “Through the ASSURE programme, 
we will support the diamond trade, from independent jewellery 
retailers to large diamond manufacturers, to make informed 
decisions on how to ensure that undisclosed laboratory-grown 
diamonds do not enter its natural diamond supply chain.”

Maintaining pipeline integrity via the ASSURE programme



Annual Report and Accounts 2019 Petra Diamonds Limited 19

Strategic Report Corporate Governance Financial Statements Supplementary Information

Market performance in FY 2019

The diamond market environment was challenging in FY 2019, 
driven by a weakening in global markets, trade tensions 
between the US and China, higher than normal polished 
inventories and the sustained tightening of liquidity in the 
midstream. More recent unrest in Hong Kong, escalating trade 
tensions between the US and China, and concerns regarding 
growth in some of the world’s leading economies are further 
headwinds facing the diamond market in the short term. The 
major producers of rough diamonds have responded to these 
difficult market conditions by restricting supply to the market 
(both via production cuts and the deferral of rough purchases). 
This action, combined with the forthcoming seasonally stronger 
jewellery retail season, which includes Thanksgiving in the US, 
Christmas, Chinese New Year and Valentine’s Day, may assist 
in terms of stabilising the market. 

Petra’s strategy
Petra’s diversified production portfolio, which delivers the 
full range of diamonds across the demand spectrum, offers a 
certain amount of flexibility in volatile markets. As Petra sells 
all rough diamonds on tender (other than selected large 
special stones), it receives market price in its seven tenders 
per year. While Petra can choose to withhold diamond lots for 
sale should they not reach their reserve price, generally the 
Company opts to sell all available goods and bank cashflow, 
without trying to second guess future price movements. 

Petra sales and prices
 Š Carats sold by Petra in FY 2019 were 2% lower at 3,736,847 
carats (FY 2018: 3,793,799 carats), with revenue 6% lower at 
US$463.6 million (FY 2018: US$495.3 million), reflecting the 
weaker diamond market. Petra’s average realised diamond 
prices were ca. 5% lower, and a softening in demand was 
noted across the size ranges but particularly in the lower 
value, smaller stones. 

 Š Rough diamonds smaller than nine sieve size (smaller than 
0.2 carats) account for ca. 44% of our production, however, 
they account for less than 8% of our sales value. 

 Š Special stones continued to be recovered at Cullinan during 
the Year, with the mine’s average price for FY 2019 positively 
influenced by the sale of a 425 carat Type II gem quality 
diamond for US$15 million and a 9.4 carat Type II blue 
diamond which sold for US$5.4 million. 

The first tender of FY 2020 achieved sales of US$61.6 million, 
with prices down ca. 4% on a like-for-like basis compared 
with Q4 FY 2019, reflecting weaker market conditions. 
Demand remained solid across all assortments although 
weaker for larger white stones.

DIAMOND PRICES ACHIEVED PER OPERATION

H2 H1
FY 2019 FY 2019 FY 2019 FY 2018

Mine US$/ct US$/ct US$/ct US$/ct

Finsch 99 94 105 108

Cullinan 110 120 96 125

Koffiefontein 480 501 447 525

Williamson 231 239 223 270

Historical rough diamond prices

Outlook
 Š We expect the diamond market to remain challenging in 
the near term. The start of the FY 2020 sales season saw 
continued uncertainty in cutting centres given ongoing 
unrest in Hong Kong and escalating trade tensions 
between the US and China. 

ROUGH DIAMOND PRICE INDEX – JAN 2004 TO JUN 2019
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Bloomberg

Nominal CAGR: 4.5%

Legacy of the Cullinan diamond mine 20.08 carat Type II blue diamond

Petra recovered this 20.08 carat Type IIb blue diamond at the Cullinan mine 
on 23 September 2019.
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According to the Bloomberg rough diamond price index, 
prices decreased a further 10% from Year end to 1 October. 

The 425 carat D-colour Type II diamond, recovered in March 2019.




