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Consumer confidence takes top billing

on the WFDB’s congress agenda

By Shmuel Schnitzer

WFDB President
T

his latest WFDB News Update reaches you less than two months before we are scheduled to gather in New York for the 31st congress of the World Federation of Diamond Bourses (WFDB). Happily, it focuses largely on what is a most positive development for our organization, and that is the expansion into new and exciting markets.

Specifically we offer you a brief profile of the Shanghai Diamond Exchange (SDE), which has applied to be accepted in New York as the 24th member bourse of the WFDB. I have had an opportunity to head several missions to the SDE and to China, and I can express only amazement and awe at what the Chinese diamond industry and SDE have achieved over the past few years.

The second profile is of the Dubai Diamond Exchange (DDE), which in New York also will be looking to be accepted as an affiliated bourse of the WFDB. It, too, represents a center that has shown growth in recent years.

T

here are, of course, other important issues on our agenda. Foremost amongst them is the safeguarding of the future of our industry. Where as for many years we operated in virtual anonymity, this is no longer the case. Changes in our structure and in the general business environment, mean that we—and our actions— have become more visible in the downstream markets we serve—meaning the public at large. And that public, I do not need to remind you, comprises the very consumers we seek to reach.

As we all know, the consumer has traditionally regarded the diamond as the ultimate symbol of eternal love, and considered a gift of diamond jewelry as the ideal way to convey that message. But with diamonds under public scrutiny, the end-consumer was made aware of conflict diamonds, and more recently about the existence of synthetic stones.

From our perspective, conflict diamonds represented an ethical issue, and it was to enforce acceptable ethical practices that we fought hard and consistently toward eradicating all instances of illegally obtained diamonds financing regional and international conflict. The emergence of synthetic diamonds threatens the integrity of the natural diamond, on which our business is based. But both issues, it is clear, have an immediate effect on the confidence of consumers in our products.

Typically, the term consumer confidence is used to express the consumer’s sentiments about the health of the economy, and consequently his or her readiness or reluctance to spend money. From our perceptive, because we deal in luxury product that have perceived but not necessarily functional value, the confidence that the consumer has in the diamond itself is vital to the well being of the entire pipeline. And here I refer not only to the pipeline from “from miner to the retailer,” but all those sectors that service our industry, including banks, shippers, insurers, the news media and advertising agencies, etc. If consumers turn away from diamonds, and choose to disregard the stone as the eternal symbol of one’s love for another human being, we’ll face a serious problem.
A

s has been the case in the past, when dealing with issues that traverse the entire industry, the channels of communications between the WFDB and the major supplier of rough to the diamond industry, the Diamond Trading Company (DTC) are wide open. In July, Sean Cohen, the president of the International Diamond Manufacturing Association (IDMA), and myself met with Gary Ralfe, De Beers’ managing director, and Gareth Penny, the managing director of the DTC, to discuss what our industry would need to do, not only to preserve the identity of our product, but also to boost consumer confidence in diamonds.

At the meeting, after an exchange of ideas and viewpoints, I announced that the WFDB, in cooperation with IDMA, would create a special task force, dedicated solely to enhancing consumer confidence. It will be headed by Ernie Blom, who is the ideal person for the job—in part because he fills a number of important positions, among which converge the various interests of international diamond and jewelry industries. The positions include the presidency of Sector I of CIBJO, the World Jewellery Confederation, where he is responsible for issues concerning jewelry manufacturing, technology and precious metals. Ernie is, among others, head of the WFDB Synthetics Committee, serves as the president of the South African Jewellery Council and as president of the Diamond Dealers Club of South Africa. We are indeed fortunate that he has agreed to step to the plate and take on this crucial job. On behalf of WFDB, IDMA and the diamond producers, we wish Ernie good luck and success.
2004 WORLD DIAMOND CONGRESS
Prospective members of the WFDB:

Diamond exchanges in Shanghai and Dubai

One of the more exciting features of the upcoming World Diamond Congress in New York, October 17-19, 2004, will be the welcoming into the WFDB community of diamond exchanges that represent several of the fastest growing diamond markets in the world. During the three-day event, it is expected that the Shanghai Diamond Exchange (SDE), mainland China’s first diamond bourse, as well as the Dubai Diamond Exchange (DDE), will both request the approval of the WFDB general assembly and take their positions in the organization as full-fledged members. 

The following are profiles of the two organizations, based upon information provided by the bourses themselves. 

Profile

The Shanghai Diamond Exchange

The Shanghai Diamond Exchange, which has been in operation since October 2000, is the only diamond exchange in China which enjoys official sanction and preferential treatment in taxation and related matters. It operates in accordance with the international norms of the diamond industry. The bourse has 138 members at present, including 94 foreign and 44 domestic members. In 2003 the exchange saw $277 million worth of business done on its floors.

The bourse is strategically located in the Pudong Economic Zone. It occupies a total area of 5,422 square meters in China’s tallest building, the Jin Mao Tower. Within its walls are a trading hall, offices, banks, shipping services and a gemological laboratory. The premises are also equipped with convenient communication and computer network facilities, as well as strong security and a fire control system. As in other diamond bourses, dealers enjoy the benefits of “one stop” service, and can complete their transactions within one day.

The exchange also contains a customs office devoted to handling all diamond imports and exports, except for those stones under contract to be processed for re-export. Both rough and polished diamonds can be imported duty free, and the Shanghai Diamond Exchange itself is a tax and duty free zone. A 17 percent Value Added Tax is levied on goods sold on China’s domestic market.

Shareholders in the Shanghai Diamond Exchange Co., Ltd are: China National Arts & Crafts Import & Export Corp.; Hong Kong Brilliheng Holdings Co., Ltd.; Shanghai Arts & Crafts Import & Export Co., Ltd.; Lao Feng Xiang Co., Ltd.; Shanghai Yuyuan Tourist Mart Co., Ltd.; Shandong Arts & Crafts Import & Export Group Co., Ltd.; and Sino-Diamond Gem & Jewelry Investment Co., Ltd.

Since the 1990s, more and more diamond manufacturing plants have been set up in China, turning the country into one of the world’s major producers of polished diamonds. As of 2003, there were about 80 diamond polishing firms in China, employing 25,000 cutters. According to the customs authorities, these enterprises produced $1 billion worth of polished stones last year.

The “China Cut” has gained respect around the world. Skilled low-cost labor has made the Chinese industry very competitive.

At the same time, the domestic market for diamond jewelry has been growing steadily since the 1990s—in 2003, sales totaled $1.235 billion. The country is also the biggest market for platinum jewelry in the world—over 60 tons of platinum were used in jewelry sold domestically in 2003. Moreover, China is the world’s fourth largest consumer of gold jewelry, with 230 tons of gold used in jewelry sold domestically in 2003. 
Since the 1990s, China has been one of the fastest growing economies in the world, with annual 10 percent growth in GDP. Thanks to the booming economy and concomitant increases in private incomes, it is widely believed that the Chinese market for diamond jewelry will remain brilliant in the future.

The location of the bourse in Shanghai is no coincidence. In the 1930s, before World War II and the rise of the Communist Party, the city was known as China’s commercial capital, a status it is on its way to reclaiming since the government began instituting market-oriented reforms in 1979. The city has attracted much foreign investment, especially following China’s accession to the World Trade Organization. In the 21st century, Shanghai has become a leader in retailing, banking, insurance and telecommunications.

In order to further improve the business climate, the city is working to integrate its scattered markets. “Suggestions of the Shanghai Municipal Government on M&A of SOEs by Foreign Investors” came out in 2002. Much effort is also being put into improving the legal environment, especially with regard to protecting intellectual property rights. The municipality has formulated six intellectual property laws and regulations. Moreover, there are 3.78 lawyers per 10,000 Shanghai residents, 3.5 times the rate for China as a whole. More than 50 foreign law firms have offices in Shanghai, one third of the total in China. Shanghai’s 160 municipal-level industrial associations also play an important role in government decision-making and industrial self-discipline.

Shanghai is particularly proud of its credit information system, the largest in China. In July 2000, the city inaugurated China’s first unified credit information system, followed in March 2002 by a similar system for businesses. At present, 2.93 million people, one quarter of the city’s entire population, have files in the credit reporting system, as do all 480,000 of the city’s commercial enterprises.

As the financial center of China, Shanghai boasts the most comprehensive financial market system in the Chinese mainland. There is trading in securities, inter-bank offerings, bonds, futures, foreign currency and gold. The Shanghai Gold Exchange opened in 2002. The Shanghai Stock Exchange has 730 listed companies. This has attracted many foreign investors as a new way to invest in China. The share value of stocks on Shanghai’s exchange in 2002 was CNY 2.8 trillion ($338 billion), 60 percent of the national total. In 2002, the municipality established a Financial Services Office to oversee all this activity.

Profile

Dubai Diamond Exchange

At the end of March 2004, the Dubai Diamond Exchange officially opened for business, becoming the first diamond bourse in the Middle East apart from the Israel Diamond Exchange. Its purpose is to capitalize on the rapidly growing diamond trade throughout the Middle East and beyond, promoting regional trade with global accessibility. The Dubai Diamond Exchange is opening the door to tremendous opportunities for local, regional and international diamond dealers. It will serve as the focal point for this growing regional trade, and will measure its success by the extent to which it contributes to its development.

The Dubai Diamond Exchange’s strategy is to bring together players from all sectors of the diamond value chain—miners, rough traders, manufacturers, wholesalers and retailers. All these and more will come together at the Dubai Diamond Exchange to create new value for the diamond trade.

The bourse’s business development plan has been divided into three phases. The first phase is to attract and develop the local diamond trade within the United Arab Emirates. To that end, the Dubai Diamond Exchange will introduce various educational programs to elevate the status of the local trade. The bourse will help develop and facilitate trading opportunities for its founding members.

During the second half of 2005, the Dubai Diamond Exchange will expand its horizons to other potential diamond markets in the broader region, such as Turkey and Lebanon. The Dubai Diamond Exchange will offer an accessible trading ground for the region’s diamond trading communities.

The Dubai Diamond Exchange Code of Conduct will ensure that the business its members conduct is regulated in accordance with the Kimberley Process Certification Scheme, WFDB standards, and other standards of ethics. This will help guarantee that the Middle Eastern diamond trade is in line with international standards.

The Dubai Diamond Exchange was established by the Dubai Metals and Commodities Centre. In order to fulfill its objective of joining forces with the world’s leading diamond bourses to expand the diamond industry, the nascent bourse submitted a formal application to join the WFDB in the fourth quarter of 2003.

Dubai Diamond Exchange memberships are available to individual and corporate applicants. Individual applicants must provide evidence that they are members in good standing of the diamond industry, and that they adhere to the highest ethical standards and maintain an unblemished reputation in the market. Applicants are required to submit relevant supporting documents, such as recommendation letters from members of other WFDB member bourses and references from banks, in order to confirm their status within the diamond trade.

A diamond firm applying for corporate membership must first get individual membership for one of its principals. The corporate membership only remains valid as long as the principal who is an individual bourse member stays with the company.

In addition to gaining access to the Dubai Diamond Exchange’s diamond trading infrastructure, members will enjoy an exclusive range of benefits:
· Special rates on all major airlines.

· Special rates at selected hotels.

· Special rates with major shipping agents who specialize in handling valuables.

· A take-in window where stones can be evaluated.

· An exclusive educational program.

· Short-term storage vaults.

· A Kimberley Process entry point.

· A customs facility.

The Dubai Diamond Exchange is currently located in temporary premises in the Business Avenue building, opposite Dubai International Airport.  On the trading floor one can find shipping agents who specialize in handling valuables, a business center desk, a customs office and a Kimberley Process entry point. The intention is to create an all-inclusive center for diamond traders.

The planned permanent facility for the bourse is the landmark “Almas (Diamond) Tower” now going up in Dubai’s Jumeriah Lake Development. The structure will include a permanent exhibition hall, an exclusive dining hall, and a service area to accommodate banks, shipping agents and a customs office. The building will be completed during the second half of 2006.

The Dubai Diamond Exchange’s international board of directors includes the following members: Chairman Tawfique Abdullah (who is also chief executive of the DMCC);   Vice Chairman Harshad Mehta; CEO Noora Jamsheer; WFDB Vice President Ernest Blom; Eli Izhakoff (the former president of the WFDB); Peter Meeus; Kaushik Mehta; Mehul Choksi; and Colin Griffith.

There are five committees to assist the board of directors in executing its strategy and attaining its goals: the Membership Committee, the Floor Committee, the House Committee, the Business Development Committee and the Arbitration Committee.
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The WFDB NEWS UPDATE is presented by the WFDB Promotions Committee. Requests and comments for the WFDB Promotions Committee should be directed to the WFDB office, tel: +32-3-234-0778; fax: +32-3-226-4073; E-mail: info@worldfed.com. Address: Pelikaanstraat 62, B-2018 Antwerp, Belgium. 
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MESSAGE FROM THE WFDB PROMOTIONS COMMITTEE CHAIRMAN





Dear Colleagues,





By the time you read these words, many of you will have returned to your businesses, after enjoying your summer vacation or a well-deserved winter recess. We will need our rest, for in mid-October the general assembly World Federation of Diamond Bourse (WFDB) will meet in New York at the 31st World Diamond Congress. One of the most important issues on the agenda will be the maintaining of consumer confidence.


While the term “consumer confidence” is now trendy in the diamond business, the threats that confront it are not new to the WFDB, and indeed have been tackled on the pages of the Newsletters and News Updates put out by our organization’s Promotions Committee. They include conflict diamonds, money laundering, treatments and synthetics, as well as health and environmental concerns and the issue of child labor. What has changed is that, while we used to address these matters among ourselves, they are now being highlighted in the media, and this requires us to take a public stand.   


One may question whether consumer confidence enhances sales, but I believe that it is undeniable that a lack of consumer confidence will hurt sales. This is especially true for a product that symbolizes to the end-consumer such a pure sentiment like eternal love. Consequently, it is imperative as a representative organization that we establish and implement standards for corporate social responsibility.


It also is essential that corporate social responsibility is implemented throughout the industry. In an international and inter-connected business such as ours, a breach in ethical behavior in one region will have implications for members of our community in all other regions, even if their behavior is impeccable. It is here that the role of the WFDB is so important. For not only do we count among our members diamond exchanges in the traditional centers, but also in the developing centers and markets.


Two of the most important developing markets in the diamond business are China and the Arabian Gulf region, and both are progressing toward membership in the WFDB. In New York it is expected that the Shanghai Diamond Exchange will become the WFDB’s first member from mainland China, and the Dubai Diamond Exchange is seeking to become a member of our organization. To allow you to familiarize yourselves with these organizations, we have prepared in this News Update profiles on each.


In closing, I urge you to mark the congress dates, October 17-20, in your appointment books. In the weeks preceding the big event, we will distribute a full WFDB Newsletter. It will preview our deliberations and also the social events, and generally whet your appetites for what promises to be a happening in the very best tradition of New York City.


 


ERNIE BLOM


WFDB Vice President


Chairman, Promotions Committee
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