Are diamonds forever?

Supplies may last an eternity, but value is flééting‘

By Tom Panzenhagen
staff writer

:“A diamond is forever,” according to

the advertising slogan created for De-

. Beers, the mining conglomerate that
controls 85 percent of the world's dla.
maond supply.

In the words of a Southfield diamend
broker: “Tradition dictates that a glrl
get a dlamond for an engagement ring.
And no one ever sells a diamond — yn.
less the kids are starving.”

A Rochester jeweler, asked if he
would invest In diamonds, sajd, “I'd
ke fo buy s many diamonds as I
could afford.”

But a2 Troy investment counselor
won't tell his clients to buy dlamonds,
“It's a very controlled market and
small Investors usually end up getting
screwed,” he satd.

Are diamonds a good investment?

There may be more answers to that
question than there are sides to a dia-
mond. And all finished dlamonds, no
matter the slze, have 58 sides.

EDWARD JAY EPSTEIN, in his
book "“The Rlse and Fall of Dlamonds,”
writes that the DeBeers advertising
slogan “A diamond is forever" suggests
“the value of a diamond never dimin-
ishes and that therefore a diamond nev-
er need be sold or exchanged.

““Thls precept, of course, is self-ful-
Il]ll_ng: As long as 1o one attempts to
soll his diamonds, they retain their val-
[

“‘He told a Canandlan Broadcasting
Corp. correspondent last week that if 5
percent of the world's dlamond owners
trled to sell thelr diamonds, the dla.
mond market would collapse, because
dlamond prices are artifictally high,
propped up by DeBeets and the mys-
tique that the N.W. Ayer advertising
company created for the mining con-
glomerate,

Epsteln wrote, “Control of the
world’s dlamond mines (by DeBeers)
was a necessary but not sufficlent con-
djtion for perpetuating the price of dia-
monds, . .

‘“What was necessary was the cre-
atlon of a mass mentality, in which
women would pereelve dlamonds, not
as preclous stones that could be bought
or sold according to economic condi-
tlons or fashions, but as an inseparable

]:)ivided land
mended by U.S,
Constitution

One hundred ninety-six years ago,
strong-willed men gathered in Phila-
delphia to remold and mend a divided
land, The Articles of Confederation,
which had .taken effect fn 1781, had
falled, and the task of creating a new
natlonal government was Immense,
Q Chapter of D of
the American Revolution remind you
that the wecek of Sept. 17-23 (s Constitu-
tlon Week.

part of courtship and married life.”

Randall Cole, the Southfield dlamond
broker and ‘vice president of the
Charles Kent Reaver Co., called that
good advertising,

“DeBEERS is only protecting its fu-
ture,” Cole sald of the ads that perpetu-
ate the bellef that diamonds are forev-

He added that dlamonds can be a
8ood Investment if properly managed,

“First of all, you can't buy anything
at retall for an Investment — the only
thing you're investing in is the dealer’s
retirement,” Cole sald. “Dealers are
m;‘rd n‘?lorlou: for being straightfor-
ward,

The Reaver Co., which does not deal
with DeBeers, buys raw dlamonds, cuts
and flnishes them in Its own factory,
then sells to the public, thereby elml-
nating the middleman and keeplng
prices low, Cole sajd.

Although diamond prices<have de-
clined since February 1981, Cole sald
he would recommend buying diamonds
“to {1 out an investment portfolio,

“Prices are down now so this may be
the time to buy,"” Cole said, However,
he said he could not prediet the future
of the dtamond market,

“I won't even speculate on that,” he
sald. “If I could speculate, if I knew, I'd
be rich.”

Citing industry flgures that show a
marked increase in diamond prices
over the last 40 years — [lgures that
show diamonds outdlstancing the
growth rates of stocks and land In that
time — Cole said dlamonds remain a
solid investment,

Because the greatest increase in dia-
mond prices are absorbed by large
stones of high quality, Cole sald $5,000
is the minlmum Investment a dlamond
speculator should consider. “If you
spend less, you probably won't come
out too much ahead,” he said.

But buyers, he said, should look at
slze, perfection grade, color and cut be-
fore purchasing a dlamond of any slze,
“If you're shopplng for price, price wlll
tell you nothing (about the quality of
the dlamond). Quality wHl tell you
price.”

Cole sald he urges buyers to have di-
amonds by the Gi
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Aldoifo Lallson, diamond cutter for Charles Reaver Cut Kent Co.,
begins cutting a diamond that may be worth as much as $23,000,

the arca, and cement on top of that, to
preserve the site and hold back the dia-
monds from the market.

Institute of America (GIA), a non-profit
organization that will determine gem
quality for prospective buyers.
“In this business they're our god,”
Cole sald, “No one argues with them.”
‘The GIA has offices in New York
City, Chicago and Los Angeles.

COLE CONCEDES that DeBeers
cantrols the diamoend market.

“Diamond supplies are limited be-
cause they (DeBeers) haven't apened up
new mines,” he said.

“They ) have methods, just
as the oil cartel has methods, of boost.
Ing price,” Cole said. “Is your car real-
1y worth $12,000?

“Detrolt may put 400 cars on the
market, and they'll sell for $12,000, Put
5,000 cars on the roarket. Will they stil
sell for $12,0007 Heavens, no,” Colo

1d.

John Muschinskl, branch manager at
Integrated Resources Equity Corp.,
Troy, sald he counsels cllents against
diamond investments because the mar-
ketis too conuqlled and unpredictable,

The ly taps
one diamond lode before starting work
at another site, Cole said. Recently dis-
covered dlamond deposlts in A 1k

p g of grade dia-
monds,” Muschinski sald: “Just a few
years ngo they ran the market up so

— deposits that may rival South Afei-
can reserves — have yet to be touched.

In another instance diamonds at a
South Afrlean mine were so plentiful
that DeBeers people poured sand over

high that very
high quallty, were selling for $60,000.
Now they're down to $20,000 a carat.”

Cole confirmed that a high-quallty,
one-carat dlamond purchased for.

$52,000 in February 1981, when the di-
amend market peaked, is worth about
$23,000 today. “‘But the price slowly de-
terforated,” he said. “It didn't just drop
overnlght.”

And diamond prices dld not decline
by plan, Cole sald,

“DeBeers controls the (diamond)}
market but DeBeers does not control
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inflation or high interest rates. And [n-
terest rates control the (dtamond) mar-
kat,” Cole sald.

Muschinski sald anotber reason he
advises apalnst dlamonds is because
“the litle investor s trapped into buy-
ing a-diamond at retall, and the only
way he can sell is at wholesale.”

ERNEST HELLER, a Rochester
Jewelry store owner for 23 years and a
Jeweler for-50, acknowledged that re-
tallers will not pay the public top dol-
lar for dlamonds,

“Retall [s retall,” he sald. “It's not a
non-profit business,”

Heller sald a $3,500 dlamond may be
marked up to $7,000 by some jewelers.
Cole agreed that retail markup usually
totals 100 percent.

A dlamond owner who pald the retalt
price for a gem may declde to sell hls
or her dlamond after many years, by
which time, with Inflation and appreci-
atlon, the “$7,000" dlamond may in-
deed be worth $7,000, Heller sald, But a
shrewd dealer will offer as little as ls
necessary to rcacquire the diamond —
perhaps as little as $3,500.

Heller sald the labor that goes into
the cuttlng and finishing of a dlamond
has a lot to do with the price of the
finlshed product. A raw, one-carat
stone, purchased for as little as $12,
may require 20 hours of work by
skilled dlamond cutiers who are paid at
least $25 per hour. “Labor, that's what
costs,” he said.

Heller added that he wouldn't hesi-
tate to igvest In diamonds — by buying
from a broker, probably in New York
City, and eliminating the middleman,

AUTHOR EPSTEIN In "The Rlse
and Fall of Diamonds” relates a case
study of dlamond prices carried out
from 1970 to 1978 by Money Which, a
British financia) publication.

The editor of the magazine pur-
chased two hal.
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chased for investment should be at
least one carat in weight. And he again
cited his company’s figures of price in-
creases during the same time period,

Heller referred to a diamond Indus-
try publicatlon, which he refused to
name, and sald, t0o, that diamond pric-
es rose dramnatically in the time frame
described by Epateln.

Michael Freedman in “The Diamond
Book," published in 1980, wrote: “On
average, while rough stones have risen
12 to 13 percent per year over the last
10 years, cut and polished Investment
stotiess have risen around 25 percem
per year.

“In the latter half of the "70s both,
percentages are even higher, but espe-
cially for finished Investment goods.”

ARE DIAMONDS forever? Are they
even a good investment?

One Indicatlon Is that diamonds,
while far from rare, are a solid Invest-
ment, If only because prices have fallen
s0 drastically in the last 244 years.

But Muschinskl, the [nvestment
counselor, said that's no guarantee of
higher prices in the future, and Cole,
the diamond broker, said he could not
predict the future of the dlamond mar-
ket,

Cole also sald declining prices for In-
vestment dlamonds do not mean the
person who goes to a neighborhood
Jjewelry store to buy a one-quarter-
carat diamond wlll pay less than he or
she would have twa years ago.

Retallers, Cole said, have main-
tained high price levels because they
purchased thelr diamonds when prices
were high.

Heller, the jeweler, would invest tn
diamonds, but he wouldn't buy them re-
tai), he sajd,

Of course there's another side to the
question — that Is, how can ane gauge
the sentimental value of a dlamond
that may have been given as an en-

of

for a total of 400 pounds. Eight years
later the diamonds were offered for
sale. Every attempt was made to as-
sure falrness by dealing with reputable
diamond brokers.

After elght years the 400-pound dia-
monds were valued at 500 pounds. Had
the diamonds merely kept pace with in-
flatlon, they would have been worth
1,400 pounds.

In terms of 1970 dollars the dla-
monds were worth 167 pounds in 1978,

Cole called the report an lsdlated
cass and reasserted that pur-

r v gift?
Unfortunately, brokers who may be
asked to buy a dlamond back do not
conslder that question. That means the
romantleally inclined buyer who pur-
chases a small diamond for a loved one
may never entirely get his or her mon-
cy's worth.

Only one thing seems certain. De-
spite claims that the world’s diamond
supply may last only another 30 or 40
years, Cole and Heller, citing recent
finds In Australia, agree that the world
may never run out of diamonds, In that
scnse, d are forever.
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GREETINGS

IMPORTANT SAVINGS ON PERSONALIZED CHRISTMAS CARDS

September Is an Ideal time to select your Christmas Grestings at
Jacobson'’s. During this month, you can enjoy savings on

all personalized Christmas cards. Order your cards by October first

and have them ready In plenty of time for the holiday season.
Sato enda Oclobor 1, 1982,

Jacobson's

BIRMINGHAM

Open Thursdays and Fridays untll 9:00 p.m. We will valldate your parking ticket.

USt YouR

WOOL FLANNEL. 3 PIECES!
(THERE'S A SKIRT, TOO).
SPECIAL PRICE, 199.90

Wear the braided-
shawl.collar jacket
with this classic
trouser. Or switch to
the easy, matching
skirt. Spellbound's
navy woo!l flannel
pincheck suit has a
finished, citified ook
either way. Al three
pieces for 6 to 16 sizes
in Miss Bonwit Suits,
Second Floor,
Somerset Mall

JBONWIT
TELLER

SHOP SUN 12-5. MON., THIRS. & F2 109, TUES. WED. & SAY, 106, SOMERSEY MALL TROY, 113)64) 8700
BOKMT CARD. AMERCAN [XPAESS, JISA, ANO MASTERCARD ALSD ACCLPTED.
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