THROUGH THE L@PE

FUTURE TRENDS IN THE DIAMOND INDUSTRY: NAVIGATING CHANGE
AND INNOVATION

The diamond industry, long regarded as a bastion of tradition and luxury is undergoing
significant transformations. Driven by technological advancements, shifting consumer
preferences and evolving market dynamics, the future of the diamond industry promises
to be markedly different from its past. This article explores key trends shaping the future
of the diamond industry, providing a data-driven analysis to help stakeholders navigate this
evolving landscape.

1. Technological Innovations

Blockchain Technology for Traceability

Blockchain technology is revolutionising the diamond supply chain by enhancing
transparency and traceability, offering substantial benefits to Namibia's globally
recognised conflict-free diamond industrKs e

v
NAMDIA

NAMIB DESERT DIAMONDS (PTY) LTD




According to a report by Bain & Company, a US-based management consulting firm,
blockchain adoption in the diamond industry is expected to grow significantly, with over
30% of major diamond producers and traders likely to implement blockchain solutions by
2025.

Implementing blockchain technology in Namibia's diamond sector would further solidify its
reputation as a provider of conflict-free diamonds. By ensuring verifiable authenticity and
ethical sourcing practices, blockchain enhances transparency throughout the supply chain.
This not only reinforces consumer trust but also meets the increasing global demand for
responsibly sourced diamonds.

Namibia can leverage blockchain to strengthen its competitive edge in the international
diamond market. The technology's immutable records can streamline regulatory
compliance, mitigate fraudulent activities and optimise supply chain efficiency. This would
enhance the overall sustainability and attractiveness of Namibia's diamond industry,
attracting conscientious consumers and reinforcing its position as a leading supplier of
ethical diamonds worldwide.

Artificial Intelligence in Diamond Grading

Artificial Intelligence (Al) is revolutionising both diamond grading and valuation,
complementing human expertise in these critical processes. Traditional methods, heavily
reliant on humanjudgment, are now being augmented or replaced by Al-powered systems
that analyse diamonds with enhanced precision, consistency and speed.

In terms of grading, Al's capability to process large volumes of data and detect subtle
patterns that may elude human graders leads to more standardised and reliable grading
outcomes. This benefits consumers by providing consistent quality assessments and
enhances stakeholder trust in the grading process.

Regarding valuation, Al technology significantly improves the accuracy of diamond
valuations by considering a multitude of factors simultaneously and recognising intricate
value indicators that humans might overlook. This results in more precise and fair pricing,
which benefits both buyers and sellers in the diamond market. Al's data-driven approach
ensures valuations are based on comprehensive analyses, reducing subjective biases and
increasing market transparency.

However, while Al enhances efficiency and consistency in both grading and valuation,

human expertise remains invaluable.
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Human graders and valuators bring nuanced judgment, contextual understanding, and the
ability to assess subjective qualities that Al may not fully capture. Therefore, the future of
diamond grading and valuation lies in a harmonious collaboration between Al and human
expertise, ensuring the highest standards of accuracy and reliability in the industry.

In Namibia's context, embracing Al in diamond grading and valuation can streamline
operations and uphold the country's reputation for producing high-quality, ethically
sourced diamonds. Currently, Namibia lacks a local grading company and relies on sending
diamonds to South Africa or Botswana to be graded by entities like the Gemmological
Institute of America (GIA). Integrating Al technology in Namibia would allow for more
precise and consistent assessments locally, reducing the need for external grading
services. This advancement would support the development of local expertise, fostering a
skilled workforce capable of leveraging advanced technologies for sustainable growth in
the diamond sector. Additionally, Al-driven grading and valuation would enhance the
accuracy and reliability of diamond evaluations, ensuring fair pricing and boosting
consumer trust. As Al continues to evolve, its synergy with human capabilities promises to
further elevate standards in the industry, reinforcing Namibia's position as a trusted global
leaderin conflict-free diamond supply

2. Market Dynamics

Lab-Grown Diamonds

Lab-grown diamonds (LGDs) have gained significant traction as an alternative to natural
diamonds, particularly due to their lower cost and perceived environmental benefits.
Created in controlled environments using advanced technological processes, LGDs are
chemically and physically identical to natural diamonds. According to a report by Frost &
Sullivan, a US-based global market research and consulting firm, the global lab-grown
diamond market is projected to grow at a Compound Annual Growth Rate (CAGR) of 22%
from 2020 to 2025.

Consumer acceptance of lab-grown diamonds is rising, driven by their affordability and the
perception that they are more environmentally friendly. Major retailers like Signet Jewellers
and Tiffany & Co. have started offering lab-grown diamonds, reflecting a significant shift in
market dynamics. The disruption caused by LGDs was most acutely felt last year,
highlighting the need for the natural diamond industry to adapt and differentiate itself.

However, there are new dynamics in the market. De Beers recently announced that they
will stop producing LGDs for jewellery, signalling a potential shift back to natural diamonds

as many LGD producers are expected ;&Wt The prices of lab-grown diamonds are
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proving to be unsustainable in the long run. Despite their perceived environmental
benefits, lab-grown diamonds require substantial amounts of energy to produce, often
sourced from non-renewable resources, which can offset their environmental advantages.

In contrast, Namibia's focus on natural diamonds offers broader economic benefits. The
production and sale of rough natural diamonds support local economies by providing jobs,
fostering infrastructure development and driving community investments. This contributes
to the overall socio-economic development of the region, benefiting entire communities
rather than just a few manufacturers and sellers.

The future of the diamond market lies in the co-existence of lab-grown and natural
diamonds, each offering distinct value propositions. While LGDs may appeal to cost-
conscious and eco-minded consumers, natural diamonds continue to represent heritage,
rarity and significant socio-economic benefits. Embracing Al in diamond grading and
valuation in Namibia can further elevate the quality and ethical standards of natural
diamonds, reinforcing the country's position as a trusted global leader in conflict-free
diamond supply. By leveraging advanced technologies and emphasising the broader
community benefits, Namibia can differentiate its natural diamonds and maintain a
competitive edge in the evolving diamond market.

Evolving Consumer Preferences

Today's consumers, particularly millennials and Gen Z, prioritise sustainability and ethical
sourcing in their purchasing decisions. A survey by MVI Marketing, a US based market
research and consulting firm specialising in the jewellery and luxury goods sectors found
that 70% of millennials are willing to pay more for products that are sustainable and ethically
sourced. This trend is influencing the natural diamond industry, prompting companies to
adopt more transparent and ethical practices.

Additionally, there is a growing preference for unique and personalised jewellery.
Consumers are increasingly seeking custom designs and one-of-a-kind pieces that reflect
theirindividuality. This shiftis driving demand for bespoke jewellery services and innovative
design solutions.

Purchasing local diamonds in Namibia provides numerous benefits for the country and its
citizens. By buying locally sourced diamonds, Namibians can support the domestic
economy, ensuring that the revenue generated from diamond sales circulates within the
country. This economic activity helps create jobs, from mining and cutting to retail, and
promotes the growth of related industries.
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Additionally, supporting local diamond purchases reinforces Namibia's reputation for
producing high-quality, conflict-free diamonds, boosting national pride and contributing to
sustainable development. Investing in local diamonds also ensures greater transparency
and ethical sourcing, aligning with global standards and enhancing consumer trust. Overall,
purchasing Namibian diamonds fosters economic growth, community development and
ethical practices, benefiting the nation.

3. Sustainability and Ethical Practices

Sustainable Mining Practices

Sustainability is becoming a critical focus in the diamond industry, with companies in
Namibia leading the way. Namdeb, a key player in Namibia's diamond sector, has invested
heavily in sustainable mining practices to mitigate environmental impact. These efforts
include improving operational efficiency to reduce energy consumed per ton moved,
enhancing water management systems to minimise waste and protect local water
resources, and rehabilitating mining sites to restore natural habitats and promote
biodiversity. Furthermore, the diamond industry in Namibia is actively exploring renewable
energy sources to power mining operations. The use of solar and wind energy is gaining
traction, particularly in regions endowed with abundant natural resources, contributing to
a reduction in carbon emissions and fostering a greener future for the industry.

Similarly, in neighbouring Botswana, companies are making significant strides towards
sustainability. For example, Debswana, a joint venture between the Botswana government
and De Beers has implemented comprehensive environmental management programs.
These initiatives include extensive land rehabilitation projects and the development of
conservation areas to protect local wildlife. Additionally, Debswana has been investing in
renewable energy solutions, such as solar power installations to reduce reliance on fossil
fuels and lower their overall carbon footprint. These efforts not only demonstrate a
commitment to environmental stewardship but also set a benchmark for sustainable
practices in the diamond industry across Southern Africa.

4. Corporate Social Responsibility (CSR)

Corporate Social Responsibility (CSR) initiatives are playing an increasingly important role
in the diamond industry. Companies are not only focusing on environmental sustainability
but also on social impacts. This includes supporting local communities through education,
healthcare and economic development programs.
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NAMDIA for example has invested and supports various community development
initiatives in Namibia, such as funding educational programs through its bursary scheme,
supporting healthcare projects and sports development. These initiatives aim to improve
the quality of life for local communities, promote sustainable economic development and
ensure that the benefits of diamonds are widely shared.

In conclusion the diamond industry is at a pivotal moment, driven by technological
advancements, changing consumer preference and a heightened focus on sustainability.
Blockchain and Al are set to revolutionise supply chain transparency and diamond grading,
while lab-grown diamonds offer a compelling alternative to natural stones and presents an
opportunity for the natural diamond producers to differentiate themselves from LGDs. As
consumers increasingly demand ethical and sustainable practices, companies that adapt
to these trends will be well-positioned for success.

NAMDIA, with its commitment to high-quality natural Namibian diamonds and ethical
practices, is well-placed to lead in this evolving landscape. By embracing these future
trends, NAMDIA can continue to build trust with its global clientele and set new standards
for excellence and sustainability in the diamond industry. As we look ahead, the industry's
future promises innovation, responsibility and a deeper connection with the values of
modern consumers.
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