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With more expendable income and fewer options  for experiential luxury, consumers  cons is tently turn to diamond jewelry for their luxury
purchases . Image credit: Bain & Company

 
By NORA HOWE

In 2021, the diamond industry saw significant growth due to eager consumers ready to spend extra cash coupled
with the accessibility of diamond jewelry, as opposed to experience-based luxury spending.

Between 2020 and 2021, the diamond industry shifted its focus on investing in technology to increase efficiency,
attracting customers through new experiences and accelerating ecommerce strategies. According to the 11th annual
diamond industry report by the Antwerp World Diamond Center (AWDC) and Bain & Company, strong demand
drove prices and profit margins, ultimately reversing the industry's 2020 performance, which had been stunted due
to the pandemic and its collateral effects.

State of diamonds
In 2020, diamond jewelry sales fell 14 percent and rough diamond sales declined 31 percent, however by 2021,
revenue increased 62 percent in the diamond mining segment, 55 percent for cutting and polishing and 29 percent
for diamond jewelry retail, rising above pre-pandemic levels.

In Q2 2021, retailers had placed orders earlier than usual to refill inventories as customers' desire for emotional
gifting, increased savings, limited availability of experience spending and restricted travel boosted diamond
jewelry purchasing.
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Demand for diamonds  has  recovered from pandemic lows . Image credit: Bain & Company

After a fall in 2020 of 11 percent, rough diamond prices grew by 21 percent and polished diamond prices increased
9 percent compared to 2020.

Demand grew even higher during the second half of 2021 in preparation for the holiday season.

In 2020, rough diamond production fell to 111 million carats, and while supply saw a rebound in 2021 with a 5
percent growth to 116 million carats, it was still 20 percent below 2019 levels.

Rough diamond sales increased 62 percent in 2021, and miners increased production volumes and pulled from
inventories to satisfy strong demand from cutters and polishers.

Production of rough diamonds is expected to hit 120+ million carats in 2022 but is unlikely to reach pre-pandemic
levels within the next five years.

Profit margins across the value chain quickly reached pre-pandemic levels. Upstream margins increased 911
percent, while the midstream and retail segments both achieved decade-high profitability, growing 3-5 percent and
68 percent, respectively.

The downstream saw an increase in online purchasing due to faster inventory turnover and lower operating costs.

From a buying standpoint, there was no shortage in diamond financing. With more liquidity, diamond buyers shifted
to cash sales and decreased their reliance on bank loans, reinvesting their profits into the business.

In retail, diamond jewelry sales fell 14 percent in 2020 due to store closures, wedding cancellations or
postponements and travel restrictions.

The personal luxury and diamond jewelry markets experienced decade-high growth of 35 percent and 29 percent
respectively.

As pandemic restrictions relaxed and wedding demand increased in 2021, diamond jewelry sales rebounded.

U.S. retail saw 38 percent growth in year-over-year diamond jewelry sales and 23 percent growth relative to 2019. In
China, diamond jewelry retail exceeded its pre-pandemic levels by 6 percent.

As  weddings  and other celebrations  returned in 2021, diamond jewelry retail saw vas t sales  growth. Image credit: T iffany & Co

In India, diamond jewelry sales rose 16 percent in 2021 after a 25 percent drop the year prior. In Europe, diamond
jewelry retail grew 18 percent but remained 5 percent below pre-pandemic levels.
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Sustainable diamonds
In 2021, diamond jewelry retailers expanded their assortments to address a growing trend of sustainable jewelry. In
addition to using recycled and pre-owned jewelry, brands retailers have increased traceability and transparency.

LVMH-owned Tiffany & Co. introduced transparency through mine-to-diamond traceability. The jeweler shares the
full craftsmanship journey of its  newly sourced, individually registered diamonds that are 0.18 carats or larger.

The announcement came a year after T iffany became the first luxury jeweler to provide the provenance region or
countries of origin of its  individually registered diamonds as it adds transparency to its sourcing of raw material
(see story).

Blue Nile relaunched myGemma, a collection of pre-owned, high-quality engagement rings, while French
conglomerate Kering invested in pre-owned luxury ecommerce platform Vestiaire Collective (see story).

The diamond industry also witnessed a major divergence of lab-grown diamonds from natural-mined diamonds
and an overall emphasis on environmental, social, and governance (ESG) agendas.

According to Bain, lab-grown diamonds experienced continued demand growth and price decreases relative to
natural-mined diamonds. The average polished lab-grown retail price declined to 30 percent and the average
wholesale price to 14 percent of natural prices, down from 35 percent and 20 percent in 2020, respectively.

In an April 2021 survey by MVEye, 77 percent of consumers were aware of the lab-grown diamond category in
jewelry before participating in the survey (see story).
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