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Hancock Family Revisited-Best collector ever?

by Robert Genis

Back in the mid-nineties when the
internet just started, we wrote an
article, How to Collect Gems for
Fun and Profit, and posted it on
our web site. It starts with the
true story of the colored
diamonds of the Hancock family.
After all these years, it's
surprising to us, according to
Google Analytics, this article is
still the most read part of our web
site. It coincidentally catalogs the
beginning of the colored diamond
bull market.

Despite being written over 20
years ago, the main points of the
article remain valid today. We
contend it never hurts to review
our original assumptions.

Here is the intro from 1995-

In the mid-eighties, the Hancock
family faced a dilemma. As heirs
to a ranching family, they owed
the IRS approximately $1 million.
Although the family business was
asset-rich, they were cash poor.
They did not have the money to
pay the IRS. The choice was
either sell the family business, or
sell Mr. Hancock's collection of
colored diamonds that he had
been hoarding for years.
Everyone in the family thought
the patriarch was a little crazy for
collecting diamonds; but it was
his money so what could they
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say? He enjoyed his colored
diamond collection.

The heirs loaded up his entire
collection of hundreds of colored
diamonds and sent them to
Christie's of New York. They were
hoping the selling of all the
colored diamonds would help
offset some of the tax due. They
explained their situation to
Christie's. To their surprise,
Christie's chose three diamonds,
and sent the rest back! The three
stones were a .95 red, a .59
purple-pink, and a .54 reddish
purple.

On April 28, 1987, at Christie's of
New York, an agent allegedly
representing The Sultan Of
Brunei bought the .95 red round
diamond for $880,000, plus a
10% buyers commission. This set
a new world record per carat
price for $926,000 per carat. The
previous record was $127,000
per carat for a 7.27 pink diamond
in 1980. During the same 1987
auction the two other stones also
sold: the .54 fancy reddish purple
diamond for $65,880 or $122,000
per carat, and the .59 purple/pink
went for $135,000 or $229,000
per carat.

Needless to say, the auction
house sent the heirs over $1
million which was used to pay off
the IRS debt. Not only did this
save the family business, but the
family retains over 99% of the
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original colored diamond collection. Another
amazing fact is that Mr. Hancock bought all of
the diamonds from his local jeweler at retail
prices. The jeweler would routinely mark-up the
stones 100% before selling the stones to Mr.
Hancock. The three diamonds that sold were
purchased in the 1950s and were said to be from
Brazil. Mr. Hancock paid $13,500 for the .95 red
that sold for almost a million dollars. Mr. Hancock
had less than $20,000 into the three diamonds
that sold for over a million dollars total.

What are the lessons to be learned from this true
story? First, collect what you love. Maybe in the
back of Mr. Hancock's mind he planned to sell
the stones someday to make a profit. However,
he just acquired a fascination for colored
diamonds and held on to them. His pleasure
came from buying and owning colored
diamonds. Secondly, Mr.Hancock bought colored
diamonds relentlessly. It mattered little to him
about price increases or price decreases. He
bought consistently. The business cycle was
irrelevant to Mr. Hancock. If he had the money,
he bought. He did not care if the US economy
was in an expansionary or recessionary phase.
As a matter of fact, when prices dipped, his
dollars went further in that down market.

Not everyone will experience the phenomenal
success of Mr. Hancock. No one knows what
the future will hold. It is impossible to predict, if
by collecting fine gemstones, your portfolio will
repeat the success of Mr. Hancock's. A great
deal of collecting is timing and luck. The
philosophies of collecting gemstones are varied
and complex. Some collectors only collect one
specific gem. For example, some collectors
purchase every spinel, emerald, or colored
diamond they can afford. They are viewed as
specialists. Others collect one specific color
such as green; they collect emerald, green
Paraiba tourmaline, demantoid garnet, and
tsavorite. Some collect one species; for
example, every color of sapphire. Others collect
the finest specimen of every collectible gem
available. They believe diversity is the key.
Some collectors use a combination of these
philosophies.

Irrespective of which portfolio theory you
believe, the key is to collect gems you love. The
buying, the possessing, the occasional viewing
of your gems in your safety deposit box at the
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Price (millions)

bank, should give you a feeling that is
indescribable. The true goal of collecting is the
pride you incur with owning some of the finest
gems presently available in the world. Building a
collection of fine gems should be fun.

If you buy, sell, and trade properly your gem
collection should grow and grow. In a sense, it is
almost a forced savings plan, but often viewed
by collectors as considerably more fun than
looking at a bank or stock portfolio, given the
beauty and rarity of the gems. As time passes
your gem portfolio may grow in value. If
economic conditions change and inflation heats
up, watch out, your portfolio may be worth a
fortune. These two conditions, time and inflation,
made Mr. Hancock's $20,000 investment worth
over $1 million.

However, even if you are not the next Mr.
Hancock, the thrill of chasing fine stones and the
thrill of ownership is unparalleled in the collecting
arena. The rest is just gravy. Good luck and have
fun!

Victoria's Secret Fantasy Bra: Long term view
We always considered these bras as social
mood indicators. Prices would rise if people were
happy and fall if the mood turned negative. The
2018 Fantasy Bra is supposed to be worth $1
million, but experts contend $100,000 is a more
realistic number, with 71 carats of Swarovski
created diamonds. Although you could argue the
world is experiencing a negative social mood
right now, maybe the price of these bras are
merely indications of the success or failure of
owner L Brands, Inc.? The stock is down 50%
this year.

B VS Fantasy Bras
16

12

0
1996

2000

2005 2010 2015 2018

rgenis@preciousgemstones.com



http://www.preciousgemstones.com
mailto:rgenis@preciousgemstones.com

GEMSTONE FORECASTER NEWSLETTER WINTER, 2018

Winter Auction Highlights

An 8.11 Red Burma ruby sold for $2.775 million
or $242,000 per carat. The stone was graded
by the AGL as Burma no heat. Although it is
difficult to tell via a photograph, the stone does
not look lightly included to us.

The Peacock Necklace had a presale estimate of
$12 million to $15 million. It sold for $15 million
or $137,146 per carat. The piece contains 21
cushion Kashmir sapphires weighing a total of
109.08 carats. The average sapphire is over 5
carats, with the largest sapphire in the suite
weighing 10.56 carats and the smallest 3.02. |t
is alleged to have taken 100 years to find and
build. Who knows? It's now the most expensive
Kashmir sapphire necklace ever sold at auction.
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Gem Lab News

State of the Colored Gemstone Market: All
Together Now?

NationalJeweler

November 5,2018

By Brecken Branstrator

Gem grading is a hot mess today. What we
have today is one lab, the American Gemological
Laboratory (AGL), with an easy to learn linear
comparative system, while the rest utilize vague
verbal terminology. Let's review history one
more time. In 1977, the AGL became the first
laboratory with a numerical grading system.
Suddenly, people wanted 3.5 colors and 75
tones instead of using often improperly
described rubies as "pigeon blood" or sapphires
as "cornflower blue". During the gem investment
boom of the late 70's and early 80's, there were
many colored gem labs with full grading
systems. AGL was the only lab standing as time
went on. As stated in this article, GIA was really
late on board and started doing origin in 2006
because the trade wanted it. Regretfully, the
other labs today use terms like "pigeon blood"
and "royal blue" as color descriptions because
the trade wants these vague descriptions to sell
gemstones for top dollar. The dealers feel, the
less you know, the better. They do not tell the
consumer anything about the tone (how light or
dark is the stone) of the stone (which is critical).
They also don't tell you anything about the
clarity, cutting, finish or brilliancy. Totally
inadequate to make an intelligent high dollar
gemstone decision, in our opinion.

You have to hand it to Richard Hughes for being
honest. He states, “‘we were told by several
potential customers, in no uncertain terms, that if
we did not offer origins and appearance types,
they would not send us stones for testing.” Yes,
labs have real business concerns and their
biggest fear is not having enough dealer
business. This dynamic often spells disaster for
the ultimate collector consumer, whose needs
should be paramount, not secondary in these
transactions. ED

Given today’s savvy and information-hungry
consumers, it’'s no surprise that laboratory
reports—once mostly the domain of diamonds—
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are becoming increasingly common for colored
gemstones, especially high-end goods.
Shoppers are looking for third parties to confirm
what a seller is telling them and validate the
factors influencing a gemstone’s price.

As the importance of lab reports for colored
gemstones has grown, so too has the level of
information included.

Many labs now offer origin determination and
color designations beyond the standard color
grades, employing terms like “pigeon’s blood”
and “royal blue.”

Like with everything else in the trade, there are
myriad opinions about colored gemstone reports,
including whether or not to include origin and
color nomenclature at all.

Regardless, it seems that colored stone reports
are not only here to stay but will continue to grow
in importance. So the trade has to come together
to figure out what role reports should play, and
how to get labs on the same page with
information that is clearly, accurately and
consistently communicated to dealers, retailers
and consumers. Some experts wonder if that’s
even possible.

"Today, laboratory reports perform an essential
role in the marketplace, and | see their use
growing rather than diminishing,” says Kenneth
Scarratt, CEO of the Bahrain Institute for Pearls
and Gemstones (Danat). “But there will come a
breakpoint whereby reports shall be required to
be in line with a yet-to-be-determined
international standard, rather than today’s
‘preferred branding’ options.”

The Lab Gap

Origin determination started with the Gubelin
Gem Lab in Switzerland in the early 1950s, when
Eduard Gubelin became the first person to start
disclosing it on reports.

In the decades since, more labs have started
adding origin to colored gemstone reports and
expanding them in others ways, including with
the addition of color nomenclature.

The Gemological Institute of America, for
example, offers two different colored stone report
formats: one that provides just stone
identification and an expanded version that
includes origin determination, but only for natural
ruby, sapphire, emerald, Paraiba tourmaline and
red spinel in polished, rough, loose or mounted
form.
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Shane McClure, GIA’s global director of colored
stone services, says the institute started origin
determination around 2006, opting to provide it
based on market needs and slowly expanding
the service over time to include different
gemstones as research has allowed.

While GIA originally was not in favor of providing
it as a service, McClure says the industry went
on to do it anyway and so GIA got on board.
“[We] decided at some point that this is here to
stay—and it is—so we might as well provide that
to the best of our ability to the trade.”

GIA stresses that all of its origin reporting is
based on science and backed by research.

For color, GIA uses only pigeon’s blood (for
rubies) and royal blue (for sapphires) on reports,
which McClure also says was based on market
needs. GIA has no plans to expand beyond the
use of these two terms at this point.

He adds there’s more demand for these terms in
Asian markets than in the West, which helps to
explain the approach taken by two Thailand-
based gem labs.

The Bangkok-based Asian Institute of
Gemological Sciences (AIGS) reports on origin,
when possible, and trade names of colors—if the
client requests. Chairman Kennedy Ho says, in
his opinion, neither are needed in a report but he
did not elaborate on the lab’s choice to include
them.

Gemologist Richard Hughes opened Lotus
Gemology in Bangkok in 2014. When he and his
team did so, “we were told by several potential
customers, in no uncertain terms, that if we did
not offer origins and appearance types, they
would not send us stones for testing,” he says.
Four years later, there’s no going back.

“Now origins are so entrenched in the market
that all labs must offer this service or they will go
broke,” Hughes says.

In New York, the American Gemological
Laboratories has different levels of reporting.

All submitted materials receive identification and
enhancement details. Upon request, AGL also
provides an opinion on the country of origin for
select gem varieties.

Additionally, AGL offers a full grading report,
which details a gem’s color, clarity and cut.

AGL does not include color nomenclature
beyond pigeon’s blood or royal blue on its
reports.
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Instead, AGL offers the potential for additional
documents on special or exclusive items, says
President Christopher Smith, allowing for more
details on the stone: quality and characteristics,
as well as origin and, when appropriate, the
reference to certain color terms.

“It is our policy that the technical details and
results for stones are the domain of the
laboratory report, while extra information, to
place exceptional stones into a certain
perspective, are better suited for supplementary
documents,” he says.

Bahrain lab Danat, which opened late last year,
gives more details, including origin determination
when requested, as well as color designators
commonly used in the market today, like pigeon’s
blood.

The lab includes these market-driven additions
on the second page of its reports under
“Professional Judgments,” while the main results
such as species, variety and gem weight are
printed on the first page under “Technical/
Scientific Results.”

Meanwhile, Swiss lab Gubelin offers origin
determination for certain gem types upon
request but doesn’t apply a comprehensive color
grading system or use a vast range of color
descriptors on its reports.

Managing Director Daniel Nyfeler adds, however,
that they do use “pigeon blood red” and royal
blue for rubies and blue sapphires, respectively,
because those terms “have a history and a
certain global acceptance in the trade.”

So, that’s six different labs and six variations on
what information is and isn’t included on colored
gemstone reports. All use different sets of
standards and guidelines to establish results and
communicate them.

It is not surprising, given they each have their
own proprietary methods, but it can lead to
confusion within the trade.

“The problem is, there’s no uniformity,” says
American Gem Trade Association CEO Doug
Hucker.

One stone may get two different color calls from
two different labs, he says, and when it comes to
communicating treatments, there are no set
guidelines for indicating those findings on a
report.
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Gemstone dealer Edward Boehm of RareSource
says; “We’re at a critical point now because
some of the parameters are too loose or too tight
with some overlap, and there isn’t enough
agreement as to where those parameters should
be.”

Streamlining communication or even methods
could go a long way, some say, to helping the
trade understand the standards labs are using
when they evaluate colored gemstones.
Communicating Confidence

Just as the labs differ in how they reach lab
report conclusions, using a variety of machines
and techniques, so too do they differ in how they
communicate those methods to the end user.
Most labs are careful to include vocabulary that
clearly spells out that its reports represent
graders’ opinions while some go even further.
“By separating the ‘opinion’ elements of our
reporting from the technical/scientific results and
placing them in a section clearly marked as
‘Professional Judgments,’ | think we convey the
attributable level of confidence,” Danat’s Scarratt
says.

“[But],” he notes, “such professional judgements
are not the result of guesswork, but rather an
interpretation of some data that may sometimes
straddle a definitive line.”

The way labs communicate the nature of their
opinions in lab reports was recently addressed in
an article by Jack Ogden, gemologist, jewelry
historian and former CEO of the Gemmological
Association of Great Britain, in Gem-A’s The
Journal of Gemmology.

There is not a set standard to which all labs are
held but, according to Ogden, a “distinction
between the objective and the subjective” is
required for labs accredited under International
Standard ISO/IEC 17025.

He writes that in this spirit, and for best
practices, “it would make things clearer if all gem
labs clearly stated that opinions are simply
opinions where they are presented in a report,
and not relegated to some generality about it all
being an opinion in the typically small print of the
‘terms and conditions,” sometimes even on the
reverse of the report.”

Gemworld International Vice President Stuart
Robertson says one of the issues in the market
is that the labs aren’t providing a code or
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reference on reports explaining the degree of
confidence they have in the information
presented.

Ogden’s article echoes this, stating that while
labs have started disclosing more information
about how they reach their conclusions on origin,
there is still little to help the user gauge how
much confidence the laboratory has in the report.
Communication about their level of confidence in
an origin or color call on reports would go a long
way to help alleviate confusion, they say.

Views on this stance vary.

AGL does, in fact, express levels of confidence
in regards to its origin determinations.

Overlaps can and do exist when it comes to
trying to determine origin, Smith says, stemming
from the fact that gems form as a result of
geologic conditions that don’t necessarily
conform to geographic boundaries and because
similar geologic environments can be found in
different geographic locations.

So the lab looks for details to help separate
origins, which can range from more distinct to
quite subtle and come as a result of both science
and the experience of the gemologist examining
the stone.

As a result, some stones have properties and
characteristics that indicate a particular source
with a high confidence level, whereas others
might only have properties and characteristics
suggesting a particular origin that in actuality
may overlap with more than one source. Still
other stones contain properties overlapping so
significantly that two or more sources can be the
most probable origin.

Additionally, treatments, like the heating of
corundum, could further complicate things.

For these reasons, AGL expresses its levels of
confidence and does so through specific
vocabulary.

When the collection of observations, gemological
data and experience of the examiner used to
establish origin allow for a higher degree of
confidence in the determination, the comments
under the Provenance section of an AGL report
will start with: “Based on available gemological
information...”

When the observations and data suggest more
than one origin but the experience of the
examiner lends she or he to believe one
particular source is more probable, the
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comments on the AGL report will begin with: “It is
the opinion of the laboratory, based on the
weight of evidence...”

Meanwhile, if there isn't enough information
available from a gemstone to make an origin
determination, or if the information collected
overlaps to a large extent between two or more
geographic locations, the result on the AGL
report will indicate that the country of origin is
“currently not determinable with a high enough
degree of certainty.”

Then, when it comes to the specific color of a
gemstone, the standard color descriptions found
on AGL reports follow a policy of straight verbal/
written descriptions. When additional color
information is requested, the lab service is
modified to a grading report, which includes
additional details relating to color and its
classification.

AGL addresses treatments under the
“Enhancements” section. The lab separates
enhancements into two categories: standard and
additional, referring to those enhancements that
are routinely found in certain gem varieties and
those that are less common.

Hughes, meanwhile, says Lotus Gemology is
“extremely proactive” about treatment disclosure,
color coding its lab reports by treatment or the
lack thereof.

But when it comes to disclosing degrees of
confidence, Hughes says that while he has
advocated for this approach in the past, he now
realizes it wouldn’t make any difference because
many dealers wouldn’t use a lab that supplies
such a scale.

“What would happen if one lab put 80 percent
and another 70 percent on the same stone? This
would be incredibly confusing,” he says.

Not to mention that, “Anything less than 100
percent would be regarded as a negative, which
sellers would not want.”

“With the current understanding of science, there
are a lot of cases where we really can’t prove
where a stone came from. We can say the
preponderance of evidence shows that it should
be from there, but that’s not proof.”

He adds, “Does the trade really want us to say
we think it's 70 percent Burma? What they would
say then is, ‘Well is it from Burma or not?’ It can’t
be 70 percent from Burma and 30 percent from
somewhere else.
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“It wouldn’t work. They wouldn't like it if they had
it.”

Ogden does acknowledge in the Gem-A article
that quantification of overall confidence “is
problematic,” noting that labs could not
consistently calculate the overall likelihood of a
gem’s origin, among other issues.

But he does add that just because numerical
quantification might not be realistic, “it doesn’t
mean that all quantification is unrealistic,”
pointing to options like including statistical results
as a way to compare the results of a chemical
analysis with a database of reference materials
in a way that wouldn’t disclose labs’ intellectual
property.

In his article, Ogden also comes back to the
same obstacles addressed by McClure and
Hughes: the trade, meaning those
commissioning the reports, “ideally want black-
and-white answers.”

And, as many labs remind the trade, there are
numerous different factors that go into the origin
determination: completeness and reliability of the
reference stone collection, the amount and
quality of the collected analytical data, the
consistency of the data processing and
minimizing the human factor.

Even when a lab is working in a “highly
standardized and reproducible way,” origin
determination will always be imperfect, Nyfeler
says, as it is a work-around using forensic
methods due to a supply chain that is not fully
transparent.

And Boehm points out that even though
conflicting origin reports have put pressure on
the labs to disclose more about their research
methodology, the advanced gemology required
to make origin determinations today is so
complex and proprietary that it would be
“impossible to explain every instance.”

He says there are steps the major labs are
taking, though, like regularly publishing updates
on their research and working together to create
more harmonization on the parameters and
nomenclature, which is another conversation in
and of itself.

Come Together

For some, in an ideal world the labs would stop
including opinion-based findings such as origin
and color designation altogether.
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The AIGS’s Ho says his idea of harmonization is
“all the labs remov(ing) the subjective comments
from their reports.” (He did not respond to a
follow-up email from National Jeweler asking if
AIGS had plans to do so.)

Gemworld’s Robertson says, “l think we’re at a
point now where it’s very difficult for the labs to
withdraw from some of these practices because
there’s so much paper in circulation. But | do
think what they can do is start to phase it out.”
But Boehm says that while some dealers feel
that origin reports create confusion, many more
feel they add value, credibility and confidence.
What’s more, the spigot has been turned on, so
to speak, and so the flow of grading reports
containing origin and terms like “pigeon’s blood
ruby” might not be so easy to turn off.

One solution advocated by some that would
allow for the inclusion of these factors while also
potentially clearing up some of the confusion is
lab harmonization.

There’s already some groundwork being laid in
this area.

To start, labs sometimes communicate about
individual stones when requested and permitted
by the client, which might also include the
exchange of analytical data and a discussion
about how the conclusion has been reached,
Nyfeler says.

Hughes says Lotus Gemology regularly meets
with other gemologists and shares information—
privately, in scheduled meetings, at conferences
and through publications—and notes that most
of the major labs do the same.

On a larger scale, conversations among labs
about a more formal harmonization are taking
place.

A Laboratory Manual Harmonisation Committee
has existed for many years, comprised of a
number of the top labs in the trade that are
working together to harmonize report language.
They have published a number of informational
handouts regarding use of language available for
all laboratories to utilize.

“I think most of the major labs, we don’t disagree
that it would be a good thing to try to come
closer, or to at least compare, what we’re doing
with those colors,” the GlIA’s McClure says. ‘I
think we will do that.”
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He says they are working toward understanding
the differences among labs and how they can or
should adjust.

Nearly three years ago, Gubelin and SSEF
announced they had harmonized the criteria and
the definition of the terms pigeon blood red and
royal blue in an attempt to decrease the
discrepancies between the two labs.

“However, the devil is in the details, and minute
differences in the interpretation of the criteria can
make a specific stone pass the test at SSEF and
make the same stone fail at Gubelin, or vice
versa,” Nyfeler allows.

Operating three labs on three continents,
Gubelin knows that ensuring consistent color
calls requires highly standardized tools, methods
and processes, permanent quality control and
continuous training.

“Consistency that goes beyond one company is
even more demanding, and will never be 100
percent,” he says. “While the desire of the
industry to have consistent results among all
labs is understandable, it is also unrealistic to
expect different labs to [achieve full] global
consistency.”

There are some who still believe an international
standard can and should happen.

But Danat’s Scarratt says he doesn’t think it will
—until the trade insists on seeing not only the
reported results but also the supporting data and
justified interpretation, which he would welcome.
‘I would like to see labs having a greater
transparency in their operations.”

Gubelin, for its part, is attempting to go this route
by giving clients access not only to the final
conclusion written on the lab report, but also to
the underlying data collected for the stone.
Nyfeler says by the end of this year, the lab
plans to offer clients the option to get the
analytical data and additional documentation,
like microscopic imagery, to help end users
understand the basis on which the lab is drawing
a conclusion.

But he also notes that while such measures
might help in understanding a lab result, they
don’t necessarily solve the issue of
inconsistencies among labs.

“The most sustainable solution to overcome
inconsistencies of gem lab results, specifically on
origin and treatment, is a transparent supply
chain/a proper chain of custody, tracking every
step of a stone along its way from the mine to
the retail shop,” Nyfeler says.
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