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Supply: pending gap 2020 -2021
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Demand: China and India fastest growing large markets

Chow Tai Fook Net New Store Openings ¢ Global diamond demand growth highly
395 Petnewstore openings correlated with global GDP growth

Rate of net new store openings increased 73% YoY in the fiscal year
ending March 31, 2018, and thats only through first 9mos

& U.S. represents ~50% of global demand,
China number two market at ~20%, India
number three at ~8%
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¢ China proxy Chow Tai Fook: number of
stores increased from 1,358 in 2011 to
2,488 in 2018
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<& For every 100 new CTF stores opened an
estimated ~25-30kcts of incremental gem-
quality rough is demanded, CTF Greater
201 2012 2013 2014 2015 2016 2017 2018 China market share is ~10-12%, so in 2018
. Chow Tai Fook net new store openings per fiscal year ending March 31 new |ncrementa| demand from Greater
China market estimated at >300kcts
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Total stores:
2,488
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Overview of trends shaping the industry:

<  Demand:
¢ Changing consumer trends, especially in the U.S.
<& Material possessions less important to younger generations

<& Declining marriage rates (population growth somewhat offsetting this)
¢ Branded diamonds and transparency (blockchain), e.g. real, ethical
<& Self purchases by women on the rise, represent financial independence
<& Generic diamond marketing returning
<& China is fastest growing large end-consumer market
<& Chow Tai Fook new store openings back on the rise
¢ India is second, population is approaching that of China at ~1.3B people
<& Supply:

& Pending supply gap in 2020-2021 as existing mines reach exhaustion, no significant new
production until at least 2022
¢ Laboratory-created diamonds pose legitimate competitive threat to natural diamonds
<& Quality-advancement and supply growth
¢ Challenge: branding and marketing, i.e. customer awareness barrier
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Transparency of supply:

& >80% of supply volume from large
publicly-traded transparent,

regulated corporations
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Significance of lab-created diamonds:

<& Natural diamond production:
& In 2018: 149M carats
& 40% Gem-quality: jewelry
& 20% Near-gem: jewelry or industrial use, dependant on price
& 40% Industrial-grade: primarily powder used as abrasives

<& Lab-created diamond production:
& Gem-quality for jewelry: <250,000 carats/month
¢ Industrial-grade: billions-of-carats/year, >99% of abrasive supply
& (“Perfect” diamond) gem-quality for high-tech application: R&D

¢ Industrial-grade synthetic diamond production quality improving:
<& Improving production technology (e.g. China)
¢ Closing gap between gem and industrial quality
& Near-gem quality
& Smaller gem-quality
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Products: Contact:

& Paul@PaulZimnisky.com
& +1-917-806-4555
& Twitter @paulzimnisky

¢ Independent analysis and consulting

<& Monthly industry report
<& Rough diamond index

mines money
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