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Diamonds

Are Diamonds a girls' best friend - how
about a man’s?

De Beers reported a 35% rise in its aver-
age per-carat price for rough stones for
the first half of 2011. According to
Bloomberg, prices increased 49% over
that same period. Some expect the
growth from demand in China and India to drive the price up
even further.

Diamond is made of carbon that has crystallized o a specific
structure under high pressure and high temperature. It is the
hardest known natural material and its lustre and sparkle come
from its high refractive index. These special properties, prompt-
ed diamond producer De Beers to come up with the most iconic
marketing slogan of the last century: "A Diamond is Forever”
symbolizing love and romance.

As well as being a sparkling accessory, diamond has various im-
portant industrial uses. About 20% of mined diamonds are gem
quality; the remaining 80% are for industrial use. Even that is
still insufficient o meet industrial demand and about 90% of the
diamonds used for such purposes are synthetic in origin. Since
diamond is the hardest mineral known to man, its primary use is
for grinding and cutting. For example, exploration drilling uses
diamond grit drill bits to cut through hard rock. Diamonds are
also used to cut, polish and shape other minerals, including dia-
mond itself.

The word diamond is thought to originate from a combination of
adamant and the old Greek work for force
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(deme), meaning they are unbreakable or invinci-

ble Covalent bond

Geological Deposition

Diamonds may last forever in a human time scale
but they are not the most geologically stable
mineral since they slowly (negligible in ambient
conditions) revert fo graphite (which is used as
pencil lead) over geological time. Diamonds are
formed at depth under great pressures and tem-
peratures and comprise part of complex igneous
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Structure of Graphite

materials that are brought rapidly towards the
surface of the earth by violent and deep volcanic
eruptions. In contrast, graphite is formed from
carbon but under lower pressures and tempera-
tures compared to diamond.

The eruptions responsible for forming diamonds create a vertical
geological structure called a volcanic pipe: those originating from
deep underground (150 - 450 km depth) are called Kimberlite
pipes (hamed after the town of Kimberley in South Africa). Shal-
lower pipes (about 150km deep which act more destructively on
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Structure of diamond is 3 dimensional while structure of graphite is 2
dimensional (sheet like) which are connected by weak binding forces
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the rocks above) are called
Lamproite  pipes. Hence
rocks formed in these pipe g
structures are respectively
called  Kimberlites and
Lamproites. Most of the
mined diamonds are from
Kimberlites which can only
be found in ancient rock
formed over 2.5 billion
years ago. In contrast,
Lamproites can be found in
much younger rock (as
young as 56,000 years ago).
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Volcanic pipes are often
difficult to identify and .
diamond exploration is usu-
ally done initially by aerial
surveys (high-altitude mag- |
netic surveys by aircraft).
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Diamond quality is measured by the four Cs - carat, colour, clarity SEEITEZ 5 4CHKHR - F (carat) % (colour) SFEE(clarity) B

and cut.

YT (cut) -

Carat (ct) is a unit to measure the weight of diamond rather than

gram or ounce and each carat is 0.2 gram.
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grading ranges from D to Z:
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Clarity of diamond is determined by whether there are any inclu- FEARTEENEES AN ST «

sions or blemishes.

Clarity grade

Using a 10x magnification
TEI0ERRH T

Flawless (FL)

No flaws detected

ST SRR
Internally flawless (IF) Only blemishes visible
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Very very slightly included (VVS;, VVSz)
R ES

Minute inclusions, difficult to be seen
SRR RN EY) 0 AIREEZ

Very slightly included (VS;, VSz)

Inclusions not easily visible
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Slightly included (SI;, SIz) Inclusions noticeable

PR E/INBE > BT HooN
Included (I;, I, I3) Obvious inclusions may affect appearance B e
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Cut refers to how correctly the diamond shape is cut, although
people often mix it up with the shape of the diamond. The choice of | £ - Fe S IR T TG RS IR S A\ G 2a D) b BSE S

diamond shape is often constrained by the nature and internal
crystal structure of the rough stone. For example, the designer

follows the cleavage (plane of weakness in crystal

structure) or fractures fo reduce the workload }

and fo avoid having flaws in the final diamond. The
cut is very important and influences the beauty of
diamonds. Traditionally, a round brilliant diamond
has 58 facets. Present technology has been im-
proved and the use of computer modeling can

normal proportions
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nicely cut round diamond can now have over 80 facets and may
consist of a distinctive pattern. One of the more recent popular cuts
reveals a visual pattern of eight hearts and eight arrows.
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Steinmetz Mulls Hong Kong IPO for Koidu Diamond Mine
ARERETE LT

The Beny Steinmetz Group (BSG) is considering a public float of its
Koidu diamond mine in Sierra Leone on the the Hong Kong stock ex-
change, according fo a report by the Financial Times.

23/1/2012 <IDEX Online News>

The Koidu mine is expected to produce half a million carats this year and
the BSG hopes to raise between $400 million and $600 million with its
initial public offering and achieve a valuation of between $2 billion and
$3 billion.

The BSG's Steinmetz Diamond Group is one of the De Beers Diamond
Trading Company's (DTC) largest Sightholders. However, the diamond
processing group's assets will not be paired with those of the Koidu mine
in the public offering. Instead, the BSG has created a new holding com-
pany called Octea for the mine and the public offering will be for Octea
only.

Octea's long-term plan is to increase Sierra Leone rough diamond pro-
duction to 2.5 million carats annually.

Graff Diamonds Hires Major Banks to Handle Hong Kong IPO
RBCR O T EREENEE LN
14/12/2011 <Antwerp World Diamond Centre>

London-based diamond retailer Graff Diamonds has hired Credit Suisse,
Deutsche Bank, Goldman Sachs and Morgan Stanley to deal with an ex-
pected initial public offering (IPO) in Hong Kong.

Founded by jeweller Laurence Graff, the company is reportedly aiming to
raise around $1 billion from the listing, which is expected in the first
half of 2012.

Chinese giant Chow Tai Fook Jewellery last week raised $2 billion from a
Hong Kong IPO despite unstable markets and strong competition for
investors. The largest jewellery retailer in Hong Kong and China, the
company will start trading on December 15, FinanceAsia reported.

6raff's reported aim of listing in Hong Kong is part of a recent trend
where international brands are listing close to their rapidly growing con-
sumer base in Asia.

Graff is aiming to open two new flagship stores in Macau and Hangzhou
in China next year, which will join stores already open in Tokyo, Hong
Kong, Shanghai, Beijing and Taipei.

It is estimated that jewellery sales in China will grow at a compound
annual growth rate of 25 percent in the coming years.
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Huge Diamond Mine Found in Liaoning  13/1/2012 <X Z##>
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Stornoway Filed NI 43-101 Technical Report
Stornoway EH%R NI43-101 AYF iR

Stornoway Diamond Corporation (TSX: T.SWY) announced the filing
of a NI 43-101 technical report representing the qualifying Feasi-
bility Study for the Renard Diamond Project in Quebec, Canada.
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Rockhound is a HK based company set up to serve the minerals
industry in the Region. The company offers technical valuations
and services in the natural resources sector.

Disclaimer

The content and comments in this newsletter are provided for educational and
marketing purpose and for general distribution only and cannot apply to any
single set of specific circumstances. We publish this newsletter only for or sub-
scribes in Hong Kong. All care is taken in producing this newsletter; however, we
accept no responsibility for accuracy of info supplied.
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