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Diamonds can add sheen to your portfolio

ROCK SOLID

IAMONDS are forever and treas-
ured for life, Butin-the nvestment
world, diamonds have never en-
Joyed'a crowaing status Of late, the

— rare, precious and magical stone has
undergone a big change. Indians, who so far have,
refused 1o look beyond gold, have now started 1o
get hured by the benefits of having diamonds in
their fimancial portfolio
More than just the feel of luxury, passion and
lowe in their partfolio, diamonds are now coming
of age as a subtle measure of gaughng socal and fi-
mancial status, Bven as gold prices during last ten
years have been volatile and fluciuating, dismond
prices have gong up at a slow yel steady pace, in-
creasing by 510 10% every year. In India, where
nine out of ten diamonds globally ane manufac-
tared, the increase in consumption hay added
more glitter to this asset
Here's a ready reckoner on diamonds for those
who have been tempted by the beauriful rock bt
neverthought of it as an invesiment prospect.

Know your stone

Classified as an alternate asset class, diamond
is an investment meant for people with high
knowledge of the trade. Those who are not
au fait with this precious stone are suscepti-
ble 1o frauds and deceit, Forstarters, diamonds
like any other precious metal can play the role
of a portfolio insurerin times of extreme crisis.
“Diamonds are, however, less efficient than
gold due to low lguldity and lack of rranspar-
ent pricing mechanism and standardisation,”
says Devendra Nevgl, principal parmer of
Delia Global Pariners, a Mumbal-based Inyest-
ment advisory firm. Investment In diamonds
could be either In many small sized diamonds
orin a very few large sized diamonds, ranging
between¥arat and 5 carat. In India, wealthy
individuals psually invest in diamonds as
against institutions or funds. Historically, in-
vestments in diamond have always been in the
physical form. However. in the last decade or
g0, in many developed economies, there has
been introduciion of varous [unds that cither
put money directly indlamonds or investin di-

perception aboul possession of this |

amond mining companies: The minimum
threshold to invest In these funds is asually
very high. Asan investment vehicle, diamonds
» now rank low on people's priority Tist, But this

i could change jin the coming years when stan-

dardised contracts - of smaller denominations
—start trading on non dver-the-counter (0TC)
exchanges with physical delivery option or
cash settled Iutures, “Gold trading changed af-
ter the advent of the first exchange traded fund
In USA." davs Nevgi

ALL THAT GLITTERS...

Rare scores

It's recommended that exposure 1o diamonds
shiould be a part of overall weight of precious
metals in your portfolio. And generally this
should not be more than 5%. To get better re-
furmns on your investments, best possible farge
size diamonds should be purchased. The 4Cs -
cul, coloor, caral and clarity - determines the ex-
act value of a diamond. Rarity tooinfluences the
didmond's price. I is the best and rarely avail-
able colour. Since the differént combinations of
the 4Cs decide the value of a diamond, wherey-
er possible, professtonal help should be sought
Quality certification from diamond grading lab-
oratiries such as Gemalogical Institute of Amer-
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investment
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ica {GIA) will be helpful, though it carries a risk
of over-grading. Liquidity Is another aspect. The
stong cannot be sold as easify as they can be
Bought. Sa, 1f vou are a significant risk bearing
investor, it's better not o take exposure in dia-
monds, as it would be a dead Investment.

Exponential curve
There’s no natural shortage of this commodity.
And risk 1o its pricing comes from synthetic re-
placements with abundant supplies. Hismorically,
the value has not dropped significantly but has ot
speedily apprecated either. *Onegets a dual bene-
fiit of flaunting soctal and fnancial stats as well as
liquidating with lirde koss or Htile appredation in
times of need,” says Khushroo B Panthaky, pan-
ner - assurance at Walker Chandiok & Co. Ratngs
agency, Crisfl expects the prices of cut and polished
diamonids to stabilise in the shon-term — over six-
month pers s tbe dezaka limited 1o 1-5%
L5 SellWEVEL Ll Sees
seetincreasing to the tune of 8- 1090 Peaggoum.
“The current structure of the mining and mam
ing of dlamonids means the prices are only going to
muve in one directon, that Is, upwards,” says
hatlesh Haribhakti, chairman of BDO India, a fi-

sung aspects of the diamond
prices is that they don't go up in a linear (ashion
but move in exponential manner. For instance,
while a 1-carat diamond will cost Bs 1 lakh, a 5-
carat costs Rs 20 lakh. “Chances of one enjoying
better retums are far more in the size of | carat and
above,” says Nitin Goenka, managing director of
Goenka Diamonds & Jewels

During the recent past diamond slowly start-
ed resembling gold as an investment avenue.
Sudip Bandyopadhyay, president - linancial
services at Sploe group still feels a better way to
invest is in diamond mining companies of good
repute rather than buying diamonds. “The
stowcks of these companies closely rack the ups
and downs of the diamond prices, Then why
buy them physically,” he says.

And it's not just women who love diamonds -
investors oo have started adding a touch of class o
their portfolio with the rocks.
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