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EXECUTIVE SUMMARY

1. Project Objective and Scope

The Industrial Modernization Center has commissioned Logic Management
Consulting to conduct a sector study covering the local jewellery industry. The
objective of the study is to develop a deep understanding of the industry, the
main challenges it is currently facing and the key opportunities. The study also
analyses and evaluates the performance of leading countries in the industry and
benchmarks their performance versus that of the Egyptian industry. The main
purpose is to serve the benefit of producers, exporters and traders operating in
this sector through developing strategies and a resulting action plan to enhance
the global competitiveness of the Egyptian jewellery industry and maximize its

export potential.

2. Study Methodology

Based on the required terms of reference, the study was divided into four main

phases as follows;

1. Global Overview: an understanding of the international jewellery

sector, its development, main players, trading formats, key success
factors and new emerging trends. This was done through mostly
secondary research and the assistance of our international expert

consultant.

2. Local Industry Assessment: an evaluation of the current state of the

industry through primary interviews and secondary research, with the
support of a number of local and international industry experts

[Executive Summary] Pagex
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3. Global Benchmarking and Gap Analysis: a deep evaluation of selected

benchmarking countries in terms of fabrication, consumption, export
and legislation; in addition to comparing their practices to Egypt and

identifying the key gap areas.

4. SWOT Analysis: a summary of the strengths, weakness, opportunities,

and threats to the Egyptian jewellery industry.

5. Strateqy and Action Plan: based on the previous phases, a

development of a strategy for the sector, along with a strategic action

plan detailing actions and timings.

3. Global Overview

Prices of precious raw material have shown a strong increasing trend over the
past 5 years coupled with significant volatility caused mainly by the instability of
political and economic conditions. This has had a strong effect on the global

market as well as fabrication and consumption figures.

However, in spite of the drop in volumes, there has been a continuous growth in
global jewellery fabrication value which is in line with the price increases. In
2005, the global jewellery fabrication value reached $79 billion while

consumption amounted to $146 billion.

Diamond studded jewellery is dominating the retail market globally as well as
leading its growth. It contributes to 47% of the total jewellery industry value,
followed by plain gold jewellery, which represents 42% and the rest is divided

between silver and platinum mostly.

[Executive Summary] Pagexi
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The USA is the largest jewellery consuming market, with a value share of over
30% and retail sales reaching $45 billion in 2005. The EU follows as the second
largest market at $27 billion retail sales, while other emerging regions like the
Middle East, China and India, contributing to a value share of around 9% each.

For many years, Italy was the leading global jewellery exporter to the US and EU
markets. However, recently there has been a clear shift in jewellery sourcing
from ltaly to emerging markets, namely India, China and Turkey with the direct
reason being the significant variance in production costs between developed and

emerging countries.

Legislation was found to be a key factor in the growth or hindrance of the
jewellery industry in different countries, with the two main themes being
Hallmarking and taxation system. With regards to hallmarking, although there is
no common global practice, many countries are moving towards unifying their
hallmarking system through the Vienna Hallmarking Convention in order to
facilitate jewellery trade across borders. While many countries enforce an
obligatory hallmarking system, hallmarking is mostly done through an
independent office or through jewellery fabricators. It is only in some countries
that hallmarking is physically carried out by the government. Concerning taxation,
most countries apply a VAT system which is partially collected by all the different
stages of the value chain. However, some countries opt to exempt the jewellery
industry from the prevailing VAT rate due to the specific nature of the industry in

general and of precious metals in specific.

The growth in the jewellery industry is expected to continue in the future, where
sales value is forecasted to reach $230 billion in 2015. China and India will
emerge as key markets, and will collectively become equivalent to the US retail
market. The share of the US market is expected to drop by 5% to reach a global
share of 26%.
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4. Local Market Assessment

While Egypt has historically been a major hub for the production and sale of
jewellery in the region, it has recently faced multiple challenges which have
resulted in the considerable decline of the industry on all levels. The main
challenges facing the industry fall in the legislative and regulatory framework. Yet
another key issue lies in the lack of skilled labor due to the absence of technical

training and development in manufacturing and design.

Due to the lack of accurate data addressing the jewellery market in Egypt, it has
been difficult to estimate the precise market size. According to LOGIC research,
the total market size of the jewellery industry in Egypt is estimated to be 165

tons, amounting to almost EGP 13 billion in 2006. This market size is segmented

to 110 tons of gol d, according to the

tons of silver jewellery, according to the Hallmarking Authority figures. The above
figuresaremuch hi gher than GFMS esti mates?o
tons of gold in 2006 and 43 tons of silver in 2005. It is also significantly higher
than the hallmarked gold jewellery items, which amounted to 47 tons in 2006.
The significant variance is attributed to the substantial volume of illegal trading
and activity carried out to evade taxation, hallmarking and customs.

With the objective of protecting consumers, hallmarking is mandatory for all items
of precious metals traded in Egypt, and it has to be done through the
governmental Hallmarking Authority. This has created several problems for

fabricators manifested in product damages and time delays.

Although the prevailing sales tax rate is 10%, the jewellery sector has always
been treated differently with regards to sales tax due to the specific nature of the
industry. Most recently, an agreement has been signed between the Sales Tax

Authority and the Jewellery Division stating a fixed value for the sales tax, that is

[Executive Summary] Pagexiii
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only paid by the fabricator to be later collected from retailers and consequently
from consumers. However, the collection of this tax has been passed to the
Hallmarking Authority since it is considered the key channel through which all
jewellery is passed before actual sales.

The combining of sales tax and hallmarking under the responsibility of the
Hallmarking Authority has created a major problem in the market. The issue
started with fabricators choosing to use a forged stamping pen to hallmark
products at their premises to avoid paying the sales tax value at the Hallmarking
Authority. The problem was augmented when some fabricators started to under-
carat jewellery products, below the one indicted by the hallmark, in order to make
substantial and illegal financial gains. According to industry players, this practice
has resulted in the majority of gold products in rural areas being sold as genuine

while in reality, the products have a much lower purity than indicated.

While customs have been eliminated on raw gold and silver, many importers still
prefer to use illegal channels for entry to avoid the operational hassle of having to
send the products to the Hallmarking Authority for verification. In addition, the
customs tariff stands at 30% for fabricated jewellery and 10% on semi-fabricated,

which has also resulted in significant smuggling of imported jewellery.

5. Benchmarking

In comparing Egypt to the benchmarked countries, namely India, China, Italy,
Turkey and UAE, it is evident that Egypt has consistently the lowest fabrication,

consumption and trade value across all.

Concerning customs, Egypt has the highest tariffs amongst benchmarked

countries except for China. For example, import tariffs on jewellery in Egypt
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reaches 30% while it is customs free in Turkey, Italy and UAE, and is only 12.5%
in India. Hallmarking on the other hand is mandatory in all benchmarked
countries except for Turkey and India, yet Egypt and UAE are the only countries
where hallmarking is carried out by a central governmental body. In India,
hallmarking, which is expected to become compulsory by 2008, is the
responsibility of jewellers and is done at certified private hallmarking offices, and
in Italy it is done at the fabricator premises. With the exception of the UAE, which
does not have a sales tax or VAT system, all reviewed countries apply the VAT

system, except for Egypt.

6. SWOT Analysis

According to the thorough research and understanding of the current market
conditions with respect to other countries, a SWOT analysis for the jewellery

industry in Egypt was developed.

A Strengths
A 9th largest consumption market.
A Low labor and energy costs.
A Cultural tradition and consumer affinity towards gold.

A Established historical manufacturing cluster in El Sagha.

A Weaknesses
A Home-stamping and under-carating of jewellery.
A Lack of transparency and accurate data in the industry.
A Shortage of skilled and committed labor.
A Problems with design and intellectual property rights.
A Lack of support from governmental bodies and industry

associations.

[Executive Summary] Pagexv



L 0 G l G Egyptian Jewellery Industr

Draft Report

Management Consulting

A Amount and collection method of sales tax.

A Attitude and system of the Hallmarking Authority.

A Opportunities
A New demand markets in the region.
A Cooperation in fabrication with high cost countries in Europe.
A Strategic targeting of growing tourism sector.
A Increase of exports utilizing bi-lateral trade agreements.
A

Emerging regional and branded retail chains.

A Threats
A Increasing competition from Arab and Asian emerging markets.
A Negative perception of Egyptian gold.

A Absence of significant export capabilities.

7. Strategy and Action Plan

The initial step for developing the strategy for the jewellery industry was to come
up with a new vision for the entire sector, through a comprehensive workshop
with industry experts. The following indust
regional jewellery manufacturing hub, providing design, quality and value,
allowing Egypt to be amongst the top 10 exporters of jewellery worldwide with

export value of at |l east $1 billion of gold

In order to reach the above set vision, a clear strategy was developed and built
on four main strategic themes; Industry Deregulation, Industry Support in the
short term, Export Promotion and Future Potential in the medium to the long

terms.

The most critical theme is the Industry Deregulation. It includes number of
strategic areas, the most important of which is applying the value added tax
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(VAT) system on jewellery articles instead of the current sales tax by exempting

the raw metal (gold, silver & diamond) from taxes and applying the tax of 10% on

the value addition only, similar to Turkey. Another key area in Industry

Deregulation is hallmarking which is recommended to remain mandatory but

done through certified fabricators and private assay offices. The role of

Hallmarking Authority will change consequently to regulatory affairs and

supervision. Finally, the study suggests to eliminate assaying imported bullions,

which would lead to direct release from customs without passing by the

Hallmarking Authority.

The strategic areas for each theme as well as the strategic initiatives are detailed

in the below table.

Area 1:
Sales Tax

Area 2:
Hallmarking

1. Separate sales tax collection
from Hallmarking Authority and
collect it directly through the
Sales Tax Authority.

3. Continue to exempt gold and
silver bullion as well as loose
diamond from sales tax.

5. Change the primarily role of
the Hallmarking Authority from
hallmarking jewellery items to
regulating and auditing the
market.

7. Hallmarking Authority to
authorize fabricators and
private independent offices to
carry out assaying and
hallmarking for products.

2. Keep sales tax amount of
10% as is and cancel any other
special agreements with the
Jewellery Division.

4. Eliminate sales tax on all types
of loose diamond, semi-
fabricated items needed in
fabrication.

6. Restructure the Hallmarking
Authority to assume its new role.

8. Certify retailers to promote
good retailing practices.
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Area 3:
Customs

Area 4.
Financial
Sector

Area 5:
Economic
Cluster

Area 6:
Industry
Association

Area 7.
Training and
Resources

9. Eliminate assaying and
pricing fees paid on bullion,
Common Convention
hallmarked items, and loose
diamond items.

Egyptian Jewellery Industr
Draft Report

10. Eliminate local hallmarking
on jewellery exported items

11. Eliminate the 0.25% fees required on jewellery for participation

in international fairs.

12. Gradually eliminate customs 13. Reduce customs on semi-

on loose polished diamond and
precious stones

14. Reduce customs on
fabricated silver jewellery from
30% to 10% and gradually
reduce customs on all
fabricated jewellery from 10% to
5%.

16. The Central Bank to allow
banks to deal in gold.

finished jewellery from 10% to

5%

15. Allow exported products to
be returned without paying any
taxes or customs on them.

17. Banks to provide gold loans
at reasonable interest rates and
hedging tools for manufacturers
like forwards and futures.

18. Establish a new cluster for all jewellery related activities, J-City,

to replace El Sagha.

19. Develop the role of the
Jewellery Division with a focus
on influencing the government
and handling the legislative
front.

21. Develop the jewellery
design and fabrication
vocational training by
developing the role of the JTC
(Jewellery Technology Center)
to focus on industry workers
and craftsmen through
introducing new technologies.

20. Establish a new Jewellery
Association for both fabricators
and traders with a focus on
offering a wide range of technical
and marketing services.

22. Enhance university
programs, especially in the field
of design through affiliating
public and private universities
with international universities.
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Area 8:
International
Alliances

Area 9:
Export
Support

Area 10:
Indirect
Export

Area 11:
USA and EU
Entry Strategy

Area 12:
International
Hallmarking
Convention

Area 13:
Diamond
Cutting and
Polishing

Area 14:
Asian
Potential

Egyptian Jewellery Industr
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23. Encourage foreign 24. Establish a Free Zone area
companies, especially Italians for manufacturing in J-City.

to invest in Egypt independently

or through Egyptian partners.

25. Develop 6door knocki megrésented i
and informed del egations abroad
26. Create Jewellery Export Council.

27. Promote Egyptian jewellery  28. Create a joint international

to the tourism sector in Egypt campaign promoting Egypt along

and abroad. with the Egyptian Jewellery as a
must buy item.

29. Organize jewellery festivals and fairs at touristic places in
alliance with the Jewellery Export Council.

30. Focus on exporting to USA and the EU.

31. Enter the International Hallmarking Convention.

32. Enter the Kimberly Process  33. Establish a cutting and

Certification Scheme. polishing diamond industry.

34. Capitalize on the Belgian 35. Attract international
government initiative towards investments in the field through
supporting the industry in Egypt pr omot i ng Egypt ¢
by partnering with them to become the regional cutting and
acquire know-how and develop  polishing hub.

skills.

36. Establish Egypt Diamond Exchange to trade in rough and
polished diamond.

37. Explore the potential of Asia as a future market for Egyptian
jewellery exports after establishing the exporting base in USA and
EU markets.
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8. Conclusion

According to the benchmarking analysis, India, China and Turkey have taken
several initiatives to develop and grow their jewellery industry over the last
decade despite the unfavorable global economic conditions. Therefore, our vision
for 2020 is heavily dependent on industry deregulation and support, as reflected

in the recommended strategies.

Our expected results based on all the recommended action points, is that by
2020 Egypt will be able to reach once again the 125 ton production volume and
to export around 45 tons i.e. 36% of total production. These figures are very
moderate compared to other emerging countries such as Turkey, China and
India that fabricated 185 tons, 255 tons and 544 tons respectively in 2006. In
addition, while the total jewellery industry export value for Egypt in 2005 was
$43.8 million, in Turkey it reached $1.3 billion, China $5.5 billion, UAE $7.7
billion, and India $15.8 billion. According to the new vision, Egypt will export
jewellery with the value of $1 billion in 2020, which is again very conservative
compared to benchmarked countries. However, because of the several obstacles
that greatly affect the performance of the local industry, it will take an element of

time to change course and grow once again.

Based on the estimated production growth from 52 tons to 125 tons, as explained
earlier, almost 1,000 new factories are expected to open to supply this new
demand. Consequently, 100,000 new direct employment opportunities will be
created from both fabrication and retail business. EGP 3 billion will be pushed
into the economy in the form of new investments to establish and operate those

1,000 factories, from which 50% is expected to be in the form of FDI.
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1. INTRODUCTION

1.1.Project Objective and Scope

The Industrial Modernization Center has commissioned LOGIC Management
Consulting to conduct a sector study covering the local jewellery industry. The
objective of the study is to develop a deep understanding of the industry, the
main challenges it is currently facing and the key hindrances to its development.
The study also analyses and evaluates the performance of leading countries in
the industry and benchmarks their performance versus that of the Egyptian
industry. The main objective of this study is to serve the benefit of producers,
exporters and traders operating in the sector through developing strategies and a
resulting action plan to enhance the global competitiveness of the Egyptian

jewellery industry and maximize its export potential.

1.2.Terms of Reference

Following are the general activities as requested by the terms of reference issued
by the IMC;

1. A global and national industry market analysis. This includes international
trends in production, market shares, prices, competition, applied
technology, policies and regulations governing trade, links to global value

chains, and identification of world leaders.

2. ldentify different product groups (by carat, and type, colour) within the

sector.
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3. Develop criteria for the selection of specific product groups/items, if
necessary or if applicable, for analysis. The final selection of these items

shall be done in consultancy with the project's steering committee.

4. A value chain performance measurement to assess the current

performance of the Egyptian Jewellery sector through:

a. Value Chain Mapping identifying and linking the economic activities in
the chain as the product is transformed throughout its lifecycle.

b. Activity Measurement through conducting desk research and field

studies to assess selected performance indicators.

5. Benchmark selected performance indicators of the Egyptian Jewellery

industry against best practices in order to assess its competitiveness.

6. Based on (1), (2) and (3) identify the current strategic position of the

industry.

7. Analyze performance gaps in order to identify binding constraints related
to enterprise conditions, policy and regulatory environment, institutional

setup, etc.
8. Recommend one or more strategies for the development of the sector.

9. Recommend targeted initiatives to address the above binding constraints

inorder to enhance the sectords competitiv
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1.3. Study Methodology

Based on the above terms of reference, the study was divided into four

main phases as follows;

1. Global Overview: an understanding of the international jewellery

sector, its development, main players, trading formats, key success
factors and new emerging trends. This was done through mostly
secondary research and the assistance of our international expert

consultant.

2. Local Industry Assessment: an evaluation of the current state of the

industry through primary interviews and secondary research, with the

support of a number of local and international industry experts

3. Global Benchmarking and Gap Analysis: a deep evaluation of selected

benchmarking countries in terms of fabrication, consumption, export
and legislation; in addition to comparing their practices to Egypt and

identifying the key gap areas.

4. Strategy and Action Plan: based on the previous phases, a

development of a development strategy for the sector, along with a
strategic action plan detailing actions and timings.
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2. GLOBAL OVERVIEW

2.1.Objective and Methodology

In order to undertake this sector study, one of the most crucial steps was to
develop a clear understanding of the global jewellery industry, its historical
developments, key players, market structure and future trends. This section of
the report starts with a general overview of the industry, and moves on to
detailing the current status of major jewellery fabricating and exporting countries
with the objective of benchmarking them against Egypt to formulate development

strategies for the sector.

The research and data gathering for the global review was done with the help of
our international expert partner Nigel Desebrock, founder of Grendon
International Research which is a consultancy, research and promotional

company that focuses on the gold industry.

The information and data concerning the jewellery industry was collected through
various studies and international publications including sector magazines,
international agencies for development, and export support entities. The Gold
Demand Trend and the Silver Jewelry Report prepared by GFMS for the World
Gold Council and the Silver Institute respectively were also reviewed and some
of the data were analyzed to meet the requirements of the report. In addition,
Gold Survey 2007 and World Silver Survey 2007, prepared by GFMS, were used

for fabrication figures specifically.

One of the main associations in the industry, World Gold Council, has also been
a source of valuable information and its publications were used as a guiding

component for the global review.
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2.2.Main Product Categories

Jewellery is made out of a lot of different materials; however, high-quality
jewellery is made of various combinations of precious metals and gemstones.
Gold is the oldest metal known in the world; it was initially used by the ancient
Egyptians in 5000B.C. There are three gold colors: yellow gold, which is formed
by adding silver to gold; white gold, which is formed by adding platinum to gold;
and red gold, which is formed by adding copper to gold. Silver and Platinum are
also popular options for jewellery worldwide. Diamond is considered the most

valued gemstone. It was first mined in India.

As shown in the below figure, diamond studded jewellery is dominating the retalil
market globally contributing to 47% of the total jewellery industry value, followed

by plain gold jewellery, which represents 42%.

Figure 2.1: Global Market Share of Jewellery Product Categories by Retail Sales
(2005)

Silver
Others Platinum
5% 6%

Source: The Global Gems and Jewellery Industry, A KPMG Report
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2.3.Prices of Raw Material

The price of jewellery is closely related to the prices of the raw metal which are
decided globally based on market forces relating to supply and demand.
However, in the case of diamond, due to the difference in shape, clarity, and

color, average price per carat of rough diamonds is used instead.

2.3.1. Prices of Rough Diamond

Average rough diamond prices are calculated based on global production value
by global production volume. In 2006, global diamond production value reached
almost $12 billion, where global production volume was 175,538,127 carats. By
comparing 2004 average price of rough diamond to 2006, results show a

continuous increase. In 2006, prices grew by 5%.

Figure 2.2: Rough Diamond Production Price in USD per Carat
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2.3.2. Prices of Raw Gold

In terms of raw gold, prices have been increasing steadily over time. However, in
2006 there was a very sharp rise when the nominal price of gold grew by 36% to
reach a record level of $19.4 per gram ($19.4 million per ton). However, by late
2007, gold prices hit a 28-year peak of $27 per gram. Gold demand and the
instability of the global economy remained the main drivers behind the

continuous price surge.

Figure 2.3: Average Gold Price in USD per Gram
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2.3.3. Prices of Raw Silver

There has also been a steady increase in the prices of silver due to a rise in
demand for both jewellery fabrication and industrial uses. In 2006, the price of
silver was $0.37 per gram ($372,948 per ton), which was an increase of 54%
versus 2005. Moreover, there was a steep increase by end of 2007 where silver
prices reached $0.48 per gram ($475,831 per ton).
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Figure 2.4: Average Silver Price in USD per Gram
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2.4.Global Fabrication

There has been a continuous growth in global jewellery fabrication value, despite
the drop in fabrication volume due to precious metal price volatility, where the
value of global jewellery fabrication reached $79 billion in 2005; an increase of

almost 32% over 2002 as shown below.

Figure 2.5: Global Jewellery Fabrication Value in USD Billion
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Source: The Global Gems and Jewellery Industry, A KPMG Report

2.4.1. Diamond Fabrication

The diamond value chain starts with exploration and mining, where the biggest
reserves of rough diamond are located in Australia and southern countries in
Africa. Rough diamonds are then sorted and traded globally to then be cut and
polished, the stages where the highest value is added to the product. In 2006,
rough diamond production value stood at almost $12 billion, as shown in the next
graph, while global cutting centers sold polished diamonds at a value of $18.5

billion as a producer wholesale price.
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Figure 2.6: Global Rough Diamond Production in Volume and Value
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Diamond can either be used in jewellery as a gemstone or it can be used in
industrial diamond. Almost 80% of mined diamond is used as industrial diamond
since it is unsuitable as a gemstone diamond. The dominant industrial use of
diamond is in cutting, drilling, grinding, and polishing, which do not require
large diamonds, however, they are most valued for their hardness and heat

conductivity.

The leading countries in diamond cutting and polishing are India (possessing an
overwhelming 92% in value terms), followed by Israel, Belgium, and USA. As a
result of higher labor costs, factories in the USA tend to cut larger and higher
guality stones. Belgium and Israel have average labor costs allowing them to cut
stones of intermediate size and quality. On the other end of the spectrum, India
depends on its extremely low labor costs to cut and polish the highest volume of
diamond, which usually falls within the smallest and least expensive category
(bel ow 0. 5K). Thi s has positioned l ndi a as

polishing center.
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Cut and Polished diamonds are then sold through worldwide diamond bourses or
directly to manufacturers who transform the product into jewellery to be then sold

through retail channels.

DeBeers is one of the largest diamond companies in the world. Consisting of a
group of companies, it is involved in different phases of the value chain including
rough diamond exploration, diamond mining and diamond trading. DeBeers
controsaround 40% of the worl ddés diamond prodt
mar keting company of De Beers (DTC) sell s

diamond value.

2.4.2. Gold Fabrication

The use of precious metals is not confined to jewellery manufacturing; rather

such elements enter into other industrial uses. Hence, the difference between

global gold supply and gold jewellery fabrication is the use of gold in industries

other than jewellery. Gold supply consists of mine production, which is raw gold

produced during the year, official sector sales (bullion), which is gold reserves

held by central banks and official organizations, old gold scrap, which is gold

fabricated in previous years but sold during the current year, and net producer
hedging, which is the change in the physical
gold loans, forwards and options positions.

According to Gold Demand Trends, in 2007, total gold supply decreased by 14%
in 2 years time to reach almost 3,470 tons. This was the result of a 4% decline in
mine production in 2007 versus 2005, a 6% increase in scrap supply, and a 27%
drop in net official sector sales leading to net bullion inflow into official stocks,
where mining represents 60% of total gold supply, old scrap supply represents

27%, and official sector sales 13%.
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Total gold jewellery fabrication, including scrap, fell by 16% in 2006 versus 2005
to reach 2,283 tons but increased in 2007 versus 2006 by 6% to reach 2,426
tons. The fall in 2006 was the result of weaker jewellery volume demand due to
the impact of high and volatile gold prices, specifically in the domestic
consumption of the Middle East, India, and USA, which are some of the highest
consuming markets. While in 2007 the 6% increase was the result of increasing
fabrication in China, India and the Middle East by 11%.

Gold enters in the production of industrial items other than jewellery; however,

gold jewellery fabrication almost represents 70% of total gold supply.

Gold fabrication is mainly clustered in India, Italy, Turkey, and China which
constitute the top gold jewellery manufacturing countries worldwide. There is a
clear transition in fabrication from Italy to India, Turkey and China due to lower

manufacturing costs in the latter countries.

2.4.3. Silver Fabrication

Supply of silver has been on the rise for the last few years, driven by the increase
in demand of non-jewellery items. According to World Silver Survey, in 2006,
total silver supply reached 28,360 tons. Unlike gold, industrial use of silver is the
main driver for silver demand, which represented almost 50% of total silver
fabrication in 2006, followed by silver jewellery 18%, photography 16%, and
finally silverware 6%. In 2006, silver jewellery fabrication showed a decrease of
5% versus 2005 and stood at 5,157 tons, mainly due to lower fabrication volume

in India.
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Mining is the largest source of silver supply with almost 70% contribution,
followed by silver scrap which contributed with 20% in 2006, and the rest are net

government sales (bullion).

The global silver fabrication is concentrated in East Asia, Europe and the Indian
Sub-continent. Although the global fabrication volume is dropping, | ndi ads share
in silver fabrication is dropping at a steeper rate than in the rest of the market. On

the contrary, East Asia is growing against market trends.

As far as countries are concerned, silver fabrication is mainly clustered in
Thailand, Italy, Mexico, India and China. Main silver fabricating countries depend
on exporting activities, usually to the USA market considering its large

consumption volumes.
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2.5.Global Consumption

The size of the global jewellery industry, including gems, gold, and silver is
estimated at $146 billion at retail prices in 2005 according to the KPMG report. It
is clear from the below illustration that total jewellery sales value has been

growing at an average annual rate of 6% during the last 6 years.

Figure 2.7: Global Jewellery Consumption Value in USD Billion
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Source: The Global Gems and Jewellery Industry, A KPMG Report

The global jewellery industry has been growing steadily since 2000 with diamond
studded jewellery leading this growth, followed by plain gold jewellery. One third
of the world jewellery is consumed in the USA, making it a prime global market
and export destination. On the other hand, consumption figures in other
developed markets like Western Europe and Japan is declining mainly due to the
consistent price increase. On the other hand, there is a clear growth in the
consumption of emerging markets such as the Middle East, China and India, with

the latter two forecasted to grow even more significantly in the future.
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Figure 2.8: Market Share of Total Jewellery Consuming Countries by Sales Value

(2005)
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2.5.1. Diamond Consumption

Global diamond jewellery retail sales have been growing at a rate of 5% over the

last five years to reach $68.9 billion in 2005.

Figure 2.9: Global Diamond Jewellery Consumption in USD Billion
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The USA market is the biggest consumer of diamond studded jewellery, which
depends mainly on importing. In 2005, USA had 45% market share of diamond
retail sales value, followed by Japan, the Middle East, and Italy with14%, 11%,
and 6% respectively.

Figure 2.10: Market Share of Diamond Jewellery Consuming Countries by Sales
Value (2005)
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Source: The Global Gems and Jewellery Industry, A KPMG Report

2.5.2. Gold Consumption

Globally, consumption and fabrication of gold is almost similar, which have
increased by 6% in 2007 versus 2006 to reach 2,425.7 tons, according to Gold
Demand Trends. Il n 200 7, Chinabés gold jewellery
by 23% versus 2006 to reach more than 300 tons (12.5% market share), the
Middle East grew by 11% and stood at almost 330 tons (13.5% market share). In
addition, India grew by 6% in 2007 (23% market share) while on the other hand,
developed countries like USA, Italy, and UK declined in gold jewellery

consumption by an average of 10% each.
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