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F r o m 1999 to 2010, the a n n u a l i z e d real r e t u r n for w h i t e a n d colored d i a m o n d s 

was 6.4 percent a n d 2.9 percent , respect ively , a c c o r d i n g t o a s t u d y released 

i n 2012 b y finance professors Luc R e n n e b o o g at T i l b u r g U n i v e r s i t y i n t h e 

N e t h e r l a n d s a n d C h r i s t o p h e Spaenjers at H E C Paris. 

C o m p a r e t h a t t o g l o b a l s tocks a n d 
bonds , w h i c h r e t u r n e d an a n n u a l i z e d 
-0.1 percent a n d 3.3 percent , respec-
t i v e l y , d u r i n g t h a t same p e r i o d , a n d 
y o u can see w h y d i a m o n d s are catch-
i n g t h e eye of i n v e s t o r s . F u r t h e r -
m o r e , m a n y e x p e c t t h a t i n c r e a s i n g 
d e m a n d for d i a m o n d s f r o m countr ies 
l i k e C h i n a a n d I n d i a — c o u p l e d w i t h a 
r e l a t i v e l y f i x e d s u p p l y — w i l l d r i v e up 

pr ices for d i a m o n d s i n t h e f u t u r e . I n 

t h e i r 2011 a n a l y s i s of t h e d i a m o n d 

i n d u s t r y . B a i n & C o m p a n y c o n c l u d e d 

" i n t h e n e x t decade, d e m a n d for 

r o u g h d i a m o n d s is set to outpace sup-

p l y u n d e r a l l c o n s i d e r e d scenarios , 

i n d i c a t i n g a s t r o n g p o s i t i v e o u t l o o k 

for t h e i n d u s t r y . " O t h e r pluses: Dia-

m o n d s t e n d t o have l o w pr ice v o l a t i l -

i t y a n d are easi ly t r a n s p o r t a b l e . 
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WHITE DIAMONDS COLORED DIAMONDS GLOBAL STOCKS 
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chase stocks of d i a m o n d or m i n i n g 
companies or b u y d i a m o n d jewehy, 
but stocks are t i e d up i n the compa-
ny's per formance rather t h a n p u r e l y 
re f lec t ing d i a m o n d prices. 

Instead, some investors pur-
chase loose d i a m o n d s t h r o u g h a 
wholesale d i s t r i b u t o r or at a u c t i o n , 
or b u y i n t o a d i a m o n d f u n d . But 
these have issues too: W h e n b u y i n g 
loose d i a m o n d s , y o u ' l l find t h a t " the 
p r i c i n g is opaque," says T o m Gelb, 
a g e m o l o g i s t at D i a m o n d Asset 
A d v i s o r s . There are p r i c i n g indexes 
l i k e the Rapaport D i a m o n d Report 
( w h i c h l ists wholesale prices), b u t 
d i a m o n d s t y p i c a l l y sel l at some dis-
c o u n t or p r e m i u m b e l o w or above 
t h e l i s t pr ice a n d k n o w i n g t h e 
going-rate d i s c o u n ts is d i f f i c u l t . 

M o s t people just aren't g o i n g to 
k n o w h o w t o find a d i a m o n d whole-
saler or be experienced enough to 
m a k e a n i n f o r m e d purchase at a 
d i a m o n d auct ion. A n o t h e r o p t i o n is 
to w o r k w i t h a consultant. "There's 

4 WAYS T O INVEST IN D IAMONDS 

Diamond or mining 
companies' stocks 

Diamond jewelry 

Loose diamonds through a whole-
sale distributor or at auction 

Diamond fund 

so m u c h nuance i n t h i s market that 
y o u need an expert: Two stones of 
seeming ident ica l stats m a y trade for 
dif ferent prices," says M a r t i n Katz, 
a w e l l k n o w n Los Angeles-based 
jeweler who consults w i t h h i g h net 
w o r t h i n d i v i d u a l s . "It 's l ike l o o k i n g 
at t w o examples of the same artist 's 
w o r k f r o m a per iod—even t h o u g h 
it's the same person, the pieces m a y 
sell for v e r y different prices." Locat-
i n g the r i g h t firm or expert to help 
y o u invest i n d i a m o n d s w i l l take 
research. " O n l y b u y f r o m a firm 
that has a reputat io n a n d w i l l s tand 
b e h i n d the p r o d u c t , " says H e n r i 
B a r g u i r d j i a n , the C E O a n d president 
of Graff D i a m o n d s . 

Even i f y o u w o r k w i t h an expert , 
it's not easy to get d iamonds at 
wholesale prices, says M a x Kantel ia , 
the CEO of M c L a r e n Global Part-
ners. There are a l i m i t e d n u m b e r of 
parties who get d iamond s at these 
prices ( t h i n k the Tiffany, Graff a n d 
H a r r y W i n s t o n s of the world) , a n d 
they've h a d relationships w i t h t h e i r 
suppliers for years. Those h o p i n g to 
avoid direct exposure to these issues 
b y g o i n g the route of the d i a m o n d 
f u n d also face challenges: There 
aren't a lot of d i a m o n d f u n d options, 
a n d there are c u r r e n t ly no d i a m o n d 
ETFs that invest solely i n physical 
d iamonds. S t i l l , there are ga ins 
to be made i f y o u can clear these 
hurdles . Here's what y o u ' l l w a n t to 
u n d e r s t a n d before y o u decide to 
invest i n d i a m o n d s . 

" T H E R E ' S SO MUCH NUANCE IN THIS MARKET THAT YOU N E E D 
AN EXPER T : TW O ST O N ES O F SEEMING I D ENT IC AL STATS MAY 
T R A D E F O R D I F F E R E N T PR I C ES , " SAYS MARTIN KATZ. 

INVESTMENT O PT I O NS 
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is expected to g r o w as the ranks of 
t h e uber-wealthy i n countries l i k e 
C h i n a a n d I n d i a swell , and these 
d i a m o n d s ' r a r i t y and q u a l i t y al lows 
t h e m to b low past market expecta-
t ions. F u r t h e r m o r e , the prices for 
h i g h - q u a l i t y colored diam.onds a n d 
large (lO carat or more) h i g h q u a l i t y 
w h i t e stones have appreciated about 
15 percent a n n u a l l y over the past 
five years, says E d a h n Golan, editor 
of I D E X O n l i n e , a site that prices 
d i a m o n d s . (Christie 's recently sold 
a 50-carat D-color d i a m o n d for $8.4 
m i l l i o n , about t w i c e what i t went for 
just seven years ear l ier . ) Gelb, the 
gemologist , says that p i n k d i a m o n d s 
are p o p u l a r r i g h t n o w (80 percent of 
t h e m come f r o m A r g y l e , an Austra-
l i a n m i n e w i t h o n l y 10 years of l i fe 
left), but that the prices m i g h t reflect 
t h e i r p o p u l a r i t y ; o n the other h a n d , 
champagne d i a m o n d s aren't yet that 
p o p u l a r w i t h investors, but m a n y of 
t h e m are also m i n e d f r o m A r g y l e , so 
t h e i r r a r i t y m a y push prices up. Fur-
thermore , "you're usual ly better off 
w i t h a smaller stone of h i g h q u a l i t y 
t h a n a larger stone of mediocre qual-
ity," says B a r g u i r d j i a n of Graff. "It 's 
easier to resell h i g h qual i ty : L ike 
v e r y fine, rare p a i n t i n g s , only the 
e x t r a o r d i n a r y ones reach the v e r y 
h i g h prices." 

But t h a t doesn't m e a n y o u s h o u l d 
i g n o r e smal ler stones. "To r i c h 
people, the 1 carat is unsexy," says 
M a r t i n Rapaport , the founder of the 
Rapaport I n d e x — b u t because de-
m a n d tor d i a m o n d s a m o n g the m i d -
dle classes i n d e v e l o p i n g countr ie s 
is g r o w i n g rapidly , t h i s segment of-
fers i n v e s t m e n t o p p o r t u n i t y too. I f 
y o u w a n t to go t h i s route, consider 
a d i a m o n d f u n d t h a t has exposure 
t o these, says G o l a n . S ingapore Dia -
m o n d Exchange offers a few o p t i o n s 
c o n t a i n i n g smal ler d i a m o n d s a n d 
p lans are i n t h e w o r k s for at least 
a couple other f u n d s t h a t w i l l offer 
exposure to smal ler stones (see 
F u n d N e w c o m e r s o n r i g h t ) . 



1 COMING AND GOING 
LOCATING THE 10 RICHEST DIAMOND MINES AND THE THREE LARGEST IMPORTERS 
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FUND NEWC O MER S 
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I n d e x I Q has p u t i n a n a p p l i c a -
t i o n w i t h t h e S e c u r i t i e s a n d 
E x c h a n g e C o m m i s s i o n t o l a u n c h 
a d i a m o n d - b a c k e d e x c h a n g e -
t r a d e d f u n d . F a m e d j e w e l e r 
H a r r y W i n s t o n is c o l l a b o r a t i n g 
w i t h Swiss-based D i a m o n d A s s e t 
A d v i s o r s to create a n i n v e s t m e n t 
f u n d t o l a u n c h e a r l y t h i s year. 
A n d t h e R a p a p o r t G r o u p , w h i c h 
operates one of t h e w o r l d ' s l a r g -
est d i a m o n d p r i c i n g serv ices , 
p l a n s t o l a u n c h a d i a m o n d f u n d 
t h i s y e a r as w e l l . 

II 

MINIMUM INVESTMENT 
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Experts differ on the amount, but 
their estimates range f r o m about 
$250,000 to $1 m i l l i o n , at m i n i m u m . 
N o matter what size investment y o u 
make, "make sure that d iamonds 
aren't more t h a n 1 to 2 percent of 
y o u r portfol io ," recommends E l i 
Butnaru , the CEO of M o r a W e a l t h 
Management. " D i a m o n d s are for a 
well-diversi&ed investor who wants 
to add something unique, some-
t h i n g p r e t t y uncorrelated w i t h their 
other investments, but it shouldn't 
be a core par t of your portfol io." 

THE BOTTOM LINE 
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reservations: "A d i a m o n d is not 
an i n v e s t m e n t , it's a keepsake," 
says V r a m M i n a s s i a n , founder of 
jeweler V r a m . But m a n y others 
see d i a m o n d s i n a m o r e o p t i m i s -
t i c l i g h t : "There is no q u e s t i o n 
about the value of d i a m o n d s , " 
says G o l a n . T h i s is an i n v e s t i n g 
area best left to those w h o enjoy 
e x p l o r i n g these b e a u t i f u l objects 
a n d can f i n d a c o n s u l t a n t to help 
g u i d e t h e m . ® 

��
"MAKE SUR E THAT DIAMONDS AREN 'T MORE THAN 1 TO 2 P E R C EN T O F YOUR P O R T F O LI O , " 

RECOMMENDS ELI BUTNARU, THE CEO OF MORA WEALTH MANAGEMENT. 
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