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Risk and Margin Management in International Jewelry Trade
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International jewelry trade is traditionally perceived as a “beautiful” business. In practice, it is a segment with high price
volatility, complex logistics, and sensitive margins. Small and medium-sized companies operating at the intersection of
production centers (Italy, Turkey) and markets in Central and Eastern Europe face combined risk: fluctuations in gold
prices and exchange rates, seasonal demand, differences in customer preferences, and regulatory requirements in different
countries.

The article examines the practical experience of risk and margin management in the family company Kove Jewelry s.r.o.,
based in the Czech Republic and specializing in wholesale supply of gold jewelry from Italy and Turkey to B2B clients
in the Czech Republic, Slovakia, Poland, and Romania. Key tools are described: diversification of suppliers and markets,
demand-oriented assortment planning, turnover and credit risk management, as well as a conscious refusal of retail and
online experiments in favor of focusing on a B2B model. It is shown how the family management format can combine with
discipline in financial and operational analytics, turning a small business into a sustainable participant in international
trade.

Keywords: Jewelry Market; International Trade; Risk Management; Margin; Family Business; Wholesale Supply; Central
Europe; Assortment; Turnover; B2B.

INTRODUCTION RISK STRUCTURE IN INTERNATIONAL JEWELRY

The jewelry market belongs to capital-intensive and TRADE

macroeconomically sensitive segments. Gold prices and
exchange rates directly affect cost structure, while consumer
demand depends on income levels, tourism activity, and
cultural habits. For small and medium-sized companies
operating in international trade, this means:

e high cost of errors in procurement and assortment;
¢ risk of capital being frozen in slowly turning inventory;

¢ the need to constantly balance competitive pricing with
sustainable margins.

Kove Jewelry s.ro. is a family business that has been
operating in the jewelry industry for over seven years and in
two years built a wholesale model in Europe: supplying gold
jewelry from Italy and Turkey to more than 100 B2B clients
in the Czech Republic, Slovakia, Poland, and Romania. The
company’s experience shows that sustainability in such a
configuration depends not so much on scale as on the quality
of risk management.

Risk in jewelry wholesale is multi-layered. Conditionally, it
can be divided into four blocks.

Price Risk

Fluctuations in gold prices and currencies lead to the
procurement cost of items changing faster than retail price
lists. For a wholesale player, this means:

e risk of shrinking margins during delays between
procurement and sale;

¢ the need to regularly revise price lists for B2B clients;

¢ the danger of dumping by competitors who purchased
goods at a more favorable rate.

Assortment Risk

Incorrect selection of models and categories leads to “stuck”
inventory:

e items do not match the taste of the end customer in a
specific country;
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¢ supplies do notaccount for seasonality (wedding season,
religious holidays, tourist peaks);

e new items are introduced without test batches, and
unpopular positions occupy the warehouse for years.

Logistical and Operational Risk

The international chain “factory — border — warehouse in
Prague — stores in four countries” includes:

e delays at the production and customs clearance stages;
e risk of damage or loss of goods;

e theneedtoconsiderinsurance, certification, and labeling
requirements.

Credit and Client Risk

Working with more than 100 B2B clients implies:

o different levels of payment discipline;

e the need to provide payment terms to reliable partners;
e risk of revenue concentration on several large clients.

Managing these risks requires both financial discipline and a
subtle understanding of the market.

Gold Price vs Jewelry Wholesale Margin (Index, 2020 = 100)
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DIVERSIFICATION AS A BASIC TOOL FOR
SUSTAINABILITY
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The first layer of protection is competent diversification.
By Suppliers
The choice of two production centers — Italy and Turkey —

allowed the creation of a sustainable configuration:

e in case of temporary problems or price increases with
one supplier, it is possible to redistribute part of the
order to the second;

e the assortment combines Italian classic style and
Turkish flexibility, which simplifies work with different
client segments;

¢ dependence on logistics of one country and one route is
reduced.

By Markets

Four countries — the Czech Republic, Slovakia, Poland,
Romania — demonstrate different demand scenarios and
economic dynamics. Practice has shown:

e decreased activity in one country (for example, due
to a local crisis or regulatory changes) is partially
compensated by stability or growth in others;

¢ marketing and assortment hypotheses can be tested
gradually, without risking all revenue at once;

¢ the client portfolio is less sensitive to individual problems
of specific retail chains.

By Types of Clients

The client base includes different formats:

¢ chains and regional players;

¢ independent jewelry stores;

e points in tourist zones and small towns.

This diversifies the demand structure and reduces the risk
of dependence on one segment, for example, only premium
or only budget.

DEMAND-ORIENTED ASSORTMENT: REDUCING
THE RISK OF “DEAD STOCK”

The main enemy of jewelry wholesale is a warehouse filled
with items that do not sell. For Kove Jewelry, the primary
solution is a demand-oriented procurement model.

Data Collection and Analysis
Daily operations track:

e sales statistics by categories and individual models at
B2B clients;

+ frequency of repeat orders for specific items;

e declined requests: products that end customers asked
for but did not find.

This data is accumulated and used when forming orders to
factories.

“From Client” Planning

Orders to Italy and Turkey are built as a reflection of
demand:

e for each country, “anchor” items are created that should
always be in stock;

e newitems are introduced in small batches and evaluated
by turnover;

¢ low-selling models are gradually removed from the
assortment.

This approach allows:

¢ reducing the share of slowly turning items;
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o freeing up capital faster from “stuck” categories;

e increasing B2B client satisfaction by providing a more
relevant assortment.

Kove Jewelry: Revenue Share by Market

Revenue share, % (illustrative)
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TURNOVER AND MARGIN: HOW “SPEED” RELATES
TO SUSTAINABILITY

In a capital-intensive business, turnover speed is often more
important than theoretically high margins.

Focus on Turnover, Not Only Markup
Practice has shown:

¢ amodel with slightly lower markup but higher turnover
gives better annual results;

e inventory stuck with “ideal” margin turns paper profit
into real loss due to frozen capital and declining market
prices.

At Kove Jewelry, key managerial decisions are made with
regard to turnover metrics by categories — how many sales
cycles per year each group provides.

Price List Management

The price list for B2B clients is regularly updated taking into
account:

e purchase prices;

¢ demand dynamics;

e competitive situation.

This allows:

e protecting margins when costs increase;

¢ using flexible discount policies to stimulate movement
of slow items;

e offering personalized conditions to regular clients while
maintaining overall profitability.

CREDIT POLICY AND WORKING WITH B2B CLIENTS

The risk of non-payment and cash gaps is one of the key risks
in wholesale trade.

Client Segmentation by Risk Profile
Clients are divided into conditional groups:

e with impeccable history — possible deferred payment
and individual conditions;

e new or less predictable — mostly prepayment or
minimal risk limits;
e problematic — either staged prepayment or termination

of cooperation.

Decisions are based on actual history, not just subjective
impressions.

Reducing Risk Concentration

Even a reliable large client should not occupy an excessive
share of the portfolio. If revenue from one partner approaches
critical values, work with other segments and countries is
intentionally expanded to smooth potential impact from
their exit.

FAMILY MANAGEMENTAND ANALYTICS: COMBINING
“HUMAN” AND “DIGITAL” APPROACHES

The family nature of the business does not exclude analytics
— on the contrary, it makes it more meaningful.

Unified Decision-Making Horizon

The family team involved in management perceives the
business not as a short-term project, but as a long-term
endeavor. This affects risk approach:

e aggressive, short-term pricing strategies that could
undermine client trust are not practiced;

e priority is given to sustainability and relationships, not
maximizing profit in one season.

Analytics as a Tool for Dialogue, Not Control

Financial and operational metrics are used not to “find the
guilty,” but for:

e joint discussion of assortment and procurement;
¢ adjustment of plans by countries and factories;

e evaluation of results from refusal of retail and online
experiments.

This format reduces internal tension and strengthens the
team’s readiness to work with data.

REFUSAL OF RETAILAND ONLINE AS AN ELEMENT
OF RISK MANAGEMENT

Attempts to enter the retail and online segment showed
that for a company with limited resources, this is a separate
business with a different set of risks:

¢ necessity of large marketing budgets and investments in
the brand;

¢ high level of competition from chains and global
marketplaces;
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e risk of “cannibalizing” the B2B segment when the
wholesale partner begins to perceive the supplier as a
competitor.

The decision to close retail and online channels became part
of the risk management strategy:

¢ reduced load on working capital;
¢ freed resources to deepen the B2B segment;

e strengthened trust of wholesale clients, for whom the
company ceased to be a potential competitor for the end
customer.

CONCLUSION

Risk and margin management in international jewelry trade
is not an abstract set of financial formulas, but daily work
with assortment, clients, and suppliers.

The experience of Kove Jewelry s.ro. shows that even a
small family business can build a sustainable model at the
intersection of Italy, Turkey, and Central Europe if it:

e diversifies suppliers, markets, and client types;

¢ builds procurement “from client to factory,” minimizing
the risk of “dead stock”;

e manages margin through turnover, not only nominal
markup;

e works disciplinedly with credit policy and risk
concentration;

¢ uses the family management model as a foundation of
trustand fast decision-making, complemented by simple
but regular analytics.

Such a configuration allows mitigating external shocks and
maintaining sustainable profitability even when gold prices,
exchange rates, and consumer sentiment change faster than
jewelry store displays are updated.
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