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Introduction
1 Background

According the International Diamond Consultants forecast from 2008 to 2016 , (Figure 1, pg2) it is
predicted that the future demand for diamonds will continue to increase for the period stretching
over the next ten years with the maximum relative percentage increase coming from the Asian
markets. It is now generally accepted that the period of rapid diamond-led growth is over, and since
the mid-1990s economic growth rates have been lower, although still respectable by international
standards, with a trend expected growth around 6% p.a as indicated in the GDP vs Jewellery sales
within the USA for example (Figure 2, pg2) that accounts for around S 21 B
York annually that is estimated at 91% supply from Israel directly.

diamonds in New

It is important to note, that since 9/11 the "Terrorist" organization UNITA in
the DRC are increasingly using diamonds as their common cas s to avoid
cash and wire transaction being tracked by the anti-terror nforcement agencies. We

will take in account the latest UN report indicating the spread
such as Iran and other regions without any pre-Justl

with growing threats of terrorism support gro Wi
manufacturing capability. \ \
that ml‘ngaded as much as $1.2 Billion in

estimate hese diamonds might have been sold
potheses irectly poses a threat to countries such
by threatening their large economical value in the

try. This repost deal
h specific countries or their

Intelligence sources in the DRC indica

diamonds for arms during 2012,
into European and American
as Belgium, Netherland, Engl
trade of Diamonds wit Israel.>These economical and political threats will be

discussed in detail duri ecurity threat analyst process.

nds for Arms" will increase rapidly over the next 10 years as
s" commodity in the AML arms trade schemes. In this report we

a whole and effect all member states and nations who has economical
as Israel and Belgium.

This report deal with both the growing terrorist threats within the USA and European
economical stability that could result in a "High Impact" on its economical stability during any future
terrorist attack, should such occur.

This Report will also focus on the present trends and interest of terrorist group to legally acquire
diamonds operations in Africa to hide their presence in the Diamonds for arms trade and possible
links to the Middle east involvement. In conclusion this gives a growing concern and need for
attention with the growing war on terror within the Horn of Africa that is rapidly spreading South of
the equator towards South African Borders in the African Union's territory.
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2 Interest of Terrorist organizations and the Current Market Conditions of diamonds

The growing trade in the diamonds for arms is driven by the current market conditions and the
demand for rough diamond supply coming from Africa. Global commodity prices are strongly
affected by the current global financial turmoil with rough diamond prices experiencing commodity
price drops of 35 — 40 % , primarily driven by trade and inventory financing issues. The chart in
figure 3 show polished diamonds prices experiencing minimal price decrease measured against
other commodity prices.

This off-course has been a offset against the growing need from terrorist organizations to acquire
arms for their operations and with the least experiences of a price decrease the is of diamonds for
arms has been perpetuated. The decreasing US dollar had exactly the oppos edicted effect and

have made the Diamonds for arms trade a lucrative business for business in“¢ertain regions

within the diamond industry to participate. Thus a "New Threat" have e
business industry directly to the growing concerns in Africa.
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ater, the "New Treat" has shifted the way Arms is linked to Diamonds and
ave no direct relation as the method of Diamonds for arms sales has
outes to the Middle east as indicated in Figure 6 and 7.

The growing ds for diamonds from Asian and Middle Eastern countries has lead to the

development of‘new large Diamond centre's such as Dubai with the closes economical trade being
China and India as the highest consumer consumption of diamonds. Chinese consumers consumes
approximately 61% of the worlds diamonds annually and would accounts for more than 60% of the

South African Diamond Production at present.

It is noteworthy to note, that prior to 1976, diamonds where mostly sold to European and American
markets as a commodity, but only became a terrorist interest in the mid 80's with the growing
changes of dictatorship control in Africa with the anti western policy approach and its Africa war
lords that rose all over Africa.
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3 Understanding why the Diamond for arms trade is GROWING ?

The global annual diamond trade reported $351 Billion trade during 2009 as indicated by the ICN
figures. USA reported a $14.3 Billion (2008) trade whilst Israel reported figures of $19.1 Billion and
South Africa a $3.2 Billion export trade as indicated in Figure 4 below. In conclusion far more
diamonds were sold than officially mined if the ICN figures are correctly analysed, This raises the
question, where did these diamonds come from ?

It is important to note, that the International Trade organization ICN reported figures as indicated
for period 2006 and 2008 might only account for a percentage of the real diamond trade as these

does not include illicit trade figures. Some expert predicts it could exceed present official trade

figures and that ICN figures are vastly underestimated. Note that ICN have
since 2010 as the author of the present script have questioned them a

producing figures
the validly of their
figures that could not be explained by ICN till date.

It's also important to note that official illicit trade figures (pre

that as much as a $100 Million per month of illicit Diamo gh rossed the boarders from
Namibia via Port Nolloth, Northern Cape. This same are icated as a high risk
potential for instability in the future. The sales rout (o) arms have taken on new form
in the modern world of the illicit diamond trader \ \
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Thus the low risk of being tracked and brought to justice in the diamonds for arms sales coupled
with its high profits margins, has made it a very secure profit destination for some and is
perpetuating the wars in Africa.

The latest report by James Bevan, a former United Nations investigator and arms specialist

indicates that the arms trade has reached critical point in the African union with its growing illicit
arms trade that undoubtedly will substantiate this claim by the author. (see references)
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4 Iranian Ammunition already identified African Countries
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5 Pre 9/11 and after diamond sales routes from Africa

Pre 9/11 diamond sales route in Africa indicated that diamonds had mostly singular routes of sales
to either Antwerp or Tel viv Israel as indicated in Figure 6. These old routes have underwent some
dramatic changes after 9/11 indicating that diamonds sales to middle east is rapidly increasing and
changing its sales routes from Israel to Dubai. The international import and export statistics from
global customs organizations supports this data. Yet the official imports reported by Israel have not
declined in recent years since 9/11 as predicted post 9/11.
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The official production of diamonds in Africa recorded has remained unchanged since 9/11. In
principle this would then indicate, that that more diamonds were sold that was produced and
therefore could not have been from legitimate sources as production rates have been unchanged in
the official markets in Africa. This is again substantiated by ICN figures from period 2002 to 2008. It's
important to note, in addition, that South African diamond production dropped by 36% during 2012
as per the official indicated figures released from the South African department of Mining.

Thus there is a conflict detected in the diamond imports to Israel from South Africa. in conclusion,
these figures on both ends differs with approximation $1.2 Billion and thus could not have
sustained the present exports that eventually lead to the decrease of exports from South Africa. In
conclusion the can only assume that these diamonds have to come from s here ells that have

largely been re-routed to Middle Eastern countries.

This could very well indicate that terrorist organizations is dealing ories they
bute to the

ging threats

can trust other than westerns markets such as Israel and Eur
hostile environment surrounding Israel's stability as recent
towards Israeli territory.

During this research we have found that South Afrim
also appear to be the central in the organization’s fundraising eff

use by Al Qaeda but
. The case of Yassin al-Qadi, a

illion a percent interest in Global

s in SOUW but one such example. He also
controlled New Diamond Corporat%n offs compan at had mining interests in South

Africa. The case of Abd al-Muhsi rahim Tantouche also points to how
terrorists secure financing in ica. He set up two Al Qaeda financing fronts — the Afghan

Drug for di;
from South

+——— Diamonds flow to major Diamond Centers

Drugs flow to major Diamond Centers

Figure 6
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It's important to note that Figure 7 indicates a stronger link to sales in China and Middle east. It is
unknown how many diamonds were sold from Iran within the Diamond centre of Dubai and no such
figures were released since the diamond centre opening after 9/11. It is predicted that this has been
a very profitable business for certain business men and have directly affected the increase of AML

transactions worldwide.

“—————  Diamonds flow 1o major Diamond Centers
Drugs flow to major Diamond Centers
“  New Roules of African Diamond sales to world diamond centers
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6 What is the Risks for the USA ?

The US Consumer consumptions is estimated at about $18 Billion whilst ICN imports figures
indicated a $14.3 Billion for the same year, indicating that these figures tells a different picture of
the diamond "REAL" trade. These figures is by no doubt not matching and therefore the emphasis
on illicit trade should not be ignored as this hold the key to terrorist funding in Africa.

Diamond for Arms, or Diamond for Narcotics as a growing concern, is predicted that this problem
could escalate and double or even triple in the next 10 years. to a $60 Billion industry in Africa. The
funding of Terrorist originations and their interest in the diamond industry is a rapidly growing
industry, and little has been done to combat this growing problems. It is ver
organization to shift money using diamonds from one country to another co

asy for any terrorist
d cash the cash

by middle eastern bankers.
Larger terrorist organizations has shifted its policy and bus
tracing of terrorist organizations cash flow virtually impossib

of international crime and Diamonds for Arms trah ar
example of the failure to make such trade connifiio

7 Failure of the Kimberly process and combating of the

report: 1) Only 27% of shops
30% of the shops that said the i unable to produce a hard copy of or explain it. 3)

re us that they had a policy on conflict diamonds. 2)

inaccurate definition of is. nly:28% of the shops were aware of the Kimberley Process.
6)29% of t
understandi

f the Kimberley Process had only a minimal or limited

and Lab-Grown Diamonds” by Gary Roskin, G.G., FGA appeared one the JCK media. The presented
risk of new synthetics entering the markets such as the new CVD synthetic produced diamonds and

the HPHT( High Pressure, High Temperature) synthetics and treatments.

Dialab Pty Limited conducted a research from 2009 to 2010 in South Africa to estimate the existing
problems in South Africa. It compiled of over 1500 Man hours and focused on 1776 diamonds and
gems taken from 56 Shops and Diamond dealers that buy diamonds and gems mostly from the
second-hand industry. Findings were shocking. An estimated 27% of all diamonds were treated or
chemically altered to inflate the price in the name of higher profits. Most of the diamonds would

pass all tests and that would mean that they are recertified and sold as natural in the markets.
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Approximately 17% are identified as from Zimbabwe and technically should not be for sale within
South African borders. And more interesting, less than 1% of diamonds mined are cut and polished
in South Africa. These problems is lastly resourceful due to the high influx of Cultured diamonds and
illegal cash trade transactions within the USA and Europe.

Some research papers published during 2002- 2003 after global Media pressure on the Diamond
industry, indicates that almost 70% of diamonds and gems might have undergone a treatment
process of some sort or kind.

We cannot exclude other gems such a rubies and sapphires fro arm trade. We know that Burmese

rubies has been use in Burma by rebel groups in the purchase of arms and ammunition. This lead to

the ban on all rubies imported from Burma to the US initiated by the B ration in their

ongoing effort to weight the war on terror.

Most important is the "NEW PECVD" synthetic diamond that can ec laboratories.
Reasons is parallel and clear. During 2011 over 600 of these di iscov by the -----

laboraty in Antwerp Belgium and were confiscated by % ice orities. What makes this
synthetic special is that it is a clone of a natural diamond an i atural diamond is used
to created the diamond. These patents are ownedm

patent case against General Electric LLC USA. testing for this syntl
test each diamond individual by the Laboratoé \ \
t organi ationsManufacturing of these synthetic

diamonds in Africa using the lates VD clone ods‘nd use it in the illicit Arms trade, then
han prethought. This could potentially threaten
s trade as a whole. Its therefore possible that these

e already been successful . It is important to note
ave reported hundreds of these diamonds. Presently

n a 25 year ongoing
ic would make it too costly to

In hypothetical reason, should terr

this would possess more serio
the legitimate industries of the
foreseen threats of syntheti
that several diamon
have already been sold into the markets due to a lack

this report. Prescnt reassure is predicted 1/40

9 Conclusions and Global Security Threats
money laundering and arms deals

This could in essence give terrorist access to monetary control should their capability increase to
incorporate diamonds trades as whole in Africa

Therefore the threat of "Money Laundering" using Diamonds for Drugs and arms is predicted to
increase rapidly of the next 10 years as the "fastest cash commodity" for AML Money laundering
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schemes. This poses the number one threat to the GDP as diamonds as cash commodity is the best
selling investments as indicates in Fig 2 of the international commodity trade-prices.

These growing concerns poses as the number one threat to the GDP as diamonds as cash commodity
is the best selling investments as indicates in Fig 2 of the international commodity trade-prices.

Isreal economy coudl face a threat asdiamodns trade

This failing of the present system therefore leads to various dishonest and fraudulent practices in
which the customer is generally the ultimate loser, typically not being sufficiently equipped with

and fraudulent sales and that even governments lose considerabl
by way of duties and taxes if the sale of all diamonds were conducte

In conclusion the tracking of "Terrorism Funding" via thei
posing a threat for the USA as the leading Anti Ter
lead to the GDP collapse in coming years is not paid

It is even more important to understand the
potentially sold into markets via illicit trade or
global threat of the future and it is e |oned

de deals. This is by no doubt the
the most profitable business in
future to come.

The global industry is prese aci reat and very few organizations have successfully
managed the issue if managed a i all. Vake matters worse. Most large Diamond dealers
has been stock piling over 3 e risk of stockpiling treated diamonds or gems that are

certified as natural is
Gem prices.

those opposed to inventory control and database management by
ganizations that link to governments. Minerals and the flow of their production
is an increasing need to enhance the financial module within the governments and its revenue gains

on minerals.
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