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Trader Seeks Wider Market for Diamonds

Company hopes to
give gems the same
liquidity as gold, other
commodities

By RyAN DEZEMBER

A diamond is forever, but
maybe not for much longer.

Spot trading in commod-
itized clusters of diamonds
started in September and the
firm behind the electronic ex-
change aims to launch a futures
contract next year on the Min-
neapolis Grain Exchange. An ex-
change-traded fund is next up
in Diamond Standard Inc.s
plans to get the gems included
in the indexes that steer com-
modity fund investments.

“That’s the inflection point
our early investors are waiting
for,” said Cormac Kinney,
founder and chief executive of
Diamond Standard, which has
been buying about 10,000 dia-
monds a week and selling plas-
tic-encased, equally valued
clusters to investors.

Mr. Kinney is aiming for

CEO Cormac Kinney and wife Mimi So at Di

subjective appraisal. You can
cut a gold bar in two and the
halves will equal the whole, but
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an engagement diamond for
someone like her was daunting.
He had access to a trove of

Zimnisky Global Rough
Diamond Price Index

Avenue offices near Manhat-
tan’s diamond district, got
started last year by raising $75
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amond Standard’s Manhattan office. The firm packages equally valued clusters of diamonds on coins to be sold to investors.

$5,700 on Diamond Standard’s
electronic exchange, and the
average spread between bids

something similar to what hap- two half-carat diamonds don’t market data from her business 200 million in an offering of its and asking prices has been
pened when gold became finan- add up to a 1-carat stone. and went about choosing a dia- coins, using the money to buy about 1%.
cialized. Once investors could Fungibility, more than mond the same way he ap- 180 the stones that would go in Diamond prices rose during
buy and sell gold without haul- opaque pricing or illiquidity, is proached quantitative trading. them. the pandemic when competi-
ing around bars of it, commod- the biggest hurdle for invest- “I put together a huge Priced at $5,000, each coin tion from fancy vacations and
ity funds and others made allo- ment diamonds, said Olya spreadsheet of different dia- 160 wound up with either eight or other experiential spending
cations that elevated the price Linde, a Zurich-based partner monds and analyzed how their nine stones, or between about dried up. They exploded during
of the precious metal to new at consulting firm Bain & Co., price changed based on carat, 1, 3.125 carats and 3.4 carats. The the bonanza of betrothal that
heights. who specializes in energy and the color, clarity,” Mr. Kinney stones are suspended in a disc followed the lockdowns. “It
ETFs and new futures con- natural resources. said. He bought a 5.01-carat D of plastic resin along with a went nuts,” said Paul Zimnisky,
tracts flop all the time, to be “If anyone solves that, that’s VVS1 diamond for his bride. A 120 wafer that works like a credit- who publishes a price index for

sure. And functioning markets
in investment diamonds have
been elusive, despite investor
interest that flares up during
periods of high inflation, like
now, when people are anxious
to squirrel away wealth.
Buying diamonds is the easy
part. The problem is selling
them. Many buyers pay retail
but sell to dealers at wholesale
prices. Though diamonds have
dependably risen in value over
the decades, it can take years
to make up for the markup.
Diamonds also are idiosyn-
cratic, with thousands of com-
binations of color, clarity, carat
and cut, and usually valued by

the first big step toward un-
locking the investment de-
mand,” she said. “This is where
the real technology, artificial
intelligence and machine learn-
ing, probably can come in.”

Mr. Kinney, a computer sci-
entist, believes he has cracked
the code to commoditizing dia-
monds. He has run a quantita-
tive hedge fund and created
and sold trading programs and
other software, including to
News Corp, which owns The
Wall Street Journal.

He got into diamonds when
he met his wife, Mimi So, a
dealer of gemstones and de-
signer of fine jewelry. Buying

decade later, after building
trading systems and working
on statistical arbitrage and op-
timization of factor models, Mr.
Kinney returned to diamonds.

“He always questioned, ‘Why
would the price change so
much? Why if you buy some-
thing at one price, and the next
day you went to unload it,
would it be so different,” Ms.
So said.

Mr. Kinney decided that the
way to commoditize diamonds
was to group them in equally
valued clusters. To do that, he
would need to create a type of
yield curve that organized val-
ues by thousands of combina-
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tions of characteristics, so that
diamonds could be organized in
equal bunches.

The values were constantly
changing. The data set could
never be completed. He decided
he couldn’t write an algorithm
to produce the curve. Diamond
Standard would discover prices
instead by buying thousands of
diamonds.

The firm, which has Fifth

card chip and uses blockchain
technology to ensure authentic-
ity. Bars, which will be sold in a
coming offering, will be worth
10 coins. The futures contracts
will be for 20 coins, or two
bars.

Diamond Standard now buys
diamonds from dealers as
needed to meet demand for its
coins, which are minted in New
York after the stones are exam-
ined by the Gemological Insti-
tute of America. Some buyers
have coins delivered to their
homes. Most are stored in a
vault in Delaware, where there
is no sales tax.

Coins recently traded for

rough diamonds.
was sold out.”

After reaching records early
this year, prices have declined.
Though demand is threatened
by economic uncertainty,
China’s Covid-19 lockdowns and
a more normal pace of engage-
ments, Mr. Zimnisky said sanc-
tions on Russian diamonds and
the lack of major new mines
should support prices.

If Diamond Standard’s coins
take off, it will need a lot of
stones. Mr. Kinney said he is
counting on the market liquid-
ity to encourage people who
have been holding diamonds
forever to finally sell.

“Everyone

Ridgemont Equity Closes $2.35 Billion Midmarket Fund

By LAURA KREUTZER

Ridgemont Equity Part-
ners has collected $2.35 billion
for its latest midmarket
growth fund just as the envi-
ronment for overall private-eq-
uity fundraising is getting
tougher.

The Charlotte, N.C.-based
firm, which traces its roots to
a private investment unit of
Bank of America Corp., said it
closed Ridgemont Equity Part-
ners IV LP ahead of its $2 bil-
lion goal. The firm garnered
support from investors that in-
clude the El Paso Firemen &
Policemen’s Pension Fund in
Texas and the State of Wiscon-

sin Investment Board, accord-
ing to pension disclosures.

Ridgemont has raised a
larger fund than the firm’s
predecessor vehicle, which
closed on $1.65 billion in 2018,
as overall private-equity fund-
raising has slowed. During the
third quarter of the year, firms
brought in $119.6 billion glob-
ally, down more than 17% from
the second quarter, according
to a report from law firm Paul,
Weiss, Rifkind, Wharton &
Garrison LLP.

Overall private-equity fund-
raising has steadily declined
from the highs of 2021. During
the first half of this year, fund-
raising hit $247 billion, a 43%

drop from the same period in
2021, WSJ Pro Private Equity
has reported, citing data from
Preqin Ltd.

At least $1.8 billion of com-
mitments to the new Ridge-
mont fund came from inves-
tors that had backed the firm’s
previous funds, according to
Managing Partner Jack Purcell.

“Over time, there’s been
such resiliency of the [private-
equity] asset class,” Mr. Pur-
cell said. “Smart asset alloca-
tors recognize that.”

Ridgemont typically makes
investments ranging from $100
million at the smaller end to
$400 million or $500 million
at the larger end in midsize

companies across three broad
industry categories: business
and technology services, in-
dustrial growth products or
services and healthcare, ac-
cording to Mr. Purcell. He
added that the firm often
backs founder- or family-
owned companies in which it
is the first institutional inves-
tor.

Ridgemont has already
backed its first deal out of the
new fund with an investment in
Crete Mechanical Group. The
company provides heating, ven-
tilation, and air conditioning, or
HVAGC; electrical, plumbing and
building automation services to
customers in industrial, multi-

family real estate, government,
healthcare, education and other
sectors.

“It’s emblematic of the type
of opportunities we invest in,”
said Mr. Purcell. “It was
founder-owned by two individ-
uals. We did a bespoke recapi-
talization, but the founders re-
tained a stake.”

Ridgemont connected with
Crete in part thanks to an ear-
lier investment the firm had
made in the HVAC sector
through its third fund. In 2019,
the private-equity firm in-
vested in Munch’s Supply LLC,
a Chicago-area supplier of
HVAC equipment that in 2021
combined with appliance parts

distributor Marcone, a portfo-
lio company of private-equity
firm Genstar Capital. Ridge-
mont retained a minority stake
in Munch’s, which, since the
firm’s initial investment, has
more than tripled its earnings,
according to Ridgemont Man-
aging Partner John Shimp.
Mr. Shimp said that Ridge-
mont had been evaluating the
HVAC sector for many years
before backing Munch’s Supply
and through that work, as well
as its ownership of Munch’s,
built relationships with bank-
ers and executives in the mar-
ket and established a reputa-
tion for its sector expertise,
ultimately leading it to Crete.
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