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Dedicated to My Father: VMozalfar (Ala)l Khazal

| dedicate this work to my father - a man who ignited the passion |
have for thinking ambitiously and having big dreams. Acting as a
living example, he nurtured the virtues of discipline and hard work
within me, which have led to my life's achieverments and overall
success. His unending generosity, courage, friendship, networking,

and ability to live large will always leave me in awe.



About producer

Producer David Khazai comes by his unparalleled experience and
knowledge of fine rugs the old-fashioned way - his family has been
in the business for decades. Directly involved for much of his life in

every phase of the Oriental rug industry, from design to production,

from distribution to wholesale and retail sales, David is recognized

nationally and internationally for his industry expertise in the Oriental rug business. Perhaps
more importantly, he has brought new world thinking to an old world enterprise, through lev-
eraging the use of technology. Throughout his career, the key to David's success has been an
ability to anticipate new technological developments on both the operational and marketing
sides of retail business. An avid and extensive reader, he pursues knowledge on the web as
well, and stays on top of changing consumer and marketplace dynamics and how they affect
the sales environment, and he uses this knowledge and information to develop and enhance
his retail solutions. David's passion for the independent retailer led to the creation of his com-
pany, Innovations International, which provides technology solutions that allow independent
rug retailers to thrive in an increasingly difficult environment. Nonetheless, along the way he
has never lost touch with the history, culture, and yes, the magic of the handmade works of art

that are the foundation of the business.



Not long ago, the JCICkSOﬂ pOllOCk painting shown at right, titled only
‘Number 12, 1949, sold for $-| -I 65 mlllIOh Recently, a piCC‘ SSO sold
for $-| 04 m||.|.|0n In fact, the works of celebrated artists routinely sell for mil-
lions of dollars. On the other hand, works of art like the Hel’iZ I‘ug* above right,
have usually brought only a fraction of that amount.

Just recently however, investors getting burned by stock market gyrations and other spec-
ulation have begun looking for SA fel’ p[ClCEi‘S to put their mOI"Ieg... invest-
ments with plenty of upside and no downside. Some are turning to gOI.d or
gems, but we all know that the value of these still can fluctuate up and douJn signifi-
cantly. Over the decades, ﬂ Nne d I’t has consistently g FfouJn ih \V{® I.u e
and now, smart investors are recognizing - and realizing - the same return on investment
nauthentic Oriental rugs.some ruUgs have increased in
value as much as 10009 over the last 2 decades, and It 1S
just the beginning of an inevitable trend.

Number 12, 1949 by Jackson Pollock
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Heriz rug, c. 1900 by unknown lranian artisans
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New appreciation for an old art

On June 5, 2008, in Rhode Island, auctioneers for C h HStle’S famed auction house
brought the gavel douwn on a winning bid of $ 445 mll.l.lon for a singular
UJO I’k OF d rt - and no one even knows who created it -- because this work of art
wasn't a pdinting or a sculpture created by a I’ecog nized G ' hd
mCISteI', It was A S||.k pe I’SiCI N I’ug. uJoven in anonymity. Measuring
just 7 feet 7 inches by 5 feet 7 inches, the rug sold for approximately $S730 per square inch.
Quite an investment property. Similarly, SOthe bg IrS in New York not long ago ac-

cepted a winning bidﬂfwellmversz m||.|.|0n foran Ol’ientCll rug.uﬂc:l

bids of a half-million and more are becoming commonplace.

In fact, some Pe I’SiG N rugS have doubled their value in a single year. In 2010,
a 17th century PErSIAN Laver Kirman rug obtained a record
$959 m | I.I.ion bid at auction, more than twice the previous record. But it's not

just antigue rugs that are appreciating in value. New rug prices, specifically on finer rugs,

have skyrocketed as much as 3 to 4 times
and more in the last few years

CHRISTIE'S = Sothebys

INTERNATIONAL REALTY




A dying art appreciates in value

Wwith Western art, the VA LU Of Ehe WJOrK seems inevitably EO INCrease after
the d I’tiSt’S d ed th Once we know there will be no more works from that artist, the ones that

remain become infinitely more important - and valuable.

A similar phenomenon is at play with Oriental rugs,
bECGUSE the CII'IZ |tS€'|.f iS dU”-\g The outsourcing of Western industry to cheaper

labor markets has resulted in a sharp decline in the number of people willing to put in the hundreds of hours
required to produce authentic, hand-made rugs.

Consider that even the most accomplished weavers can Onl.g t|e d mGX| MmMum Of 25
kﬁOl:S or so per minute, and that a million or more knots in a single rug is not uncommon. The
people who have woven rugs for generations are turning to more profitable, less labeorious work. Rug
production is declining at an extraordinary rate. n et
some experts predict that within this generation, weaving rugs by hand could fade into the past.

As that day approaches, the wvalue of hand-made rugs continues to climb, and l.-Uhen

hand-woven rugs are no longer produced, existing
I’ugS UJI“. SOdr Ih vVd l.ue.ﬂlrecldg.rug production in Chll"l(] is virtually gone, and will

disappear within 5 years. Similarly in RO MANIA, a former high-volume producer, more than 20% of
that production is gone. Rug production in II’CI N will be history within 15 years, and most experts in Iran

predict it will be sooner than that.
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Economic influences at work

While we may see the US dOllOl’ ds declining in

le.ue it's important to remember that by comparison to cur-
rencies in rug-producing countries, the exchange rate remains very
favorable to U.S. consumers for the time being. These countries lag in

standard of living and per capita income, and rugs dre frequently

uoven either in U.JOI’kShOpS that are primitive by Uestern
standards or by tr| b(] l r‘IOI’ﬂCIdS.

Consider this: for decades, a typical weaver's wage has remained
around $2.00 per day! But the g lO bO “ZO tIO [l cr€CO-
ﬂOI’ﬂIC trehdS is changing this wage StI’UCtU [
The world is changing very rapidly and most of these changes are
occurring in Ch|nd Iﬂd'G and many under-developed
countries uwhere labor was under $2. If - and it's really not if, it's
when - wages rise to just $2.00/hr., still a pittance by UWestern stand-
ards, the impact on the cost and value OF hG hd que
rugS will be staggering.

Most of these laborers work 16 hours a day, so labor costs alone will
make rug production 16 times more costly. At market here in the
U.S., a rug costing $3,000 today will sell for a minimum of
$48,000 As startling as that is, it is still the best case scenario.
The truth is that those laborers
are, as mentioned earlier, disap-
pearing.



As that happens, those who know how to create the fle tu I’Ol
d geS and apply them to the LUOOI. or those who know how
to weave rugs will quite properly seen as skilled artisans.
Skl[[@d d I’tiSCI NS can command wages in the neigh-
borhood of $30/hr., resulting in an almost unimaginable jump in
costs..another 15 times that $48,000 figure.

Even if their work day was cut to 12 hours a day, that would still be
$S360 per day. Compared to today’s $2 per day, that would represent

an increase of 180 times the current price. The $3,000 rug would be

conservatively priced at SS#U.OOD...OV@I' d hGlF mll.'
lion dollars

But just for the sake of argument, let's say we could get skilled arti-
sans to accept minimum wage, roughly $8/ hr. for that long 16 hour

day. The daily rate would be $128, or an increase of 64 times today’s

ws. dNd the rug that costs $3,000
today would be “bargain-base-
ment” priced at $192,000!

This i1s not fanciful thinking or o
Mathematics exercise: i is o reatistic assess-
ment of where the rug market is headed based on obvious changes
in demographics. JlOAL economIcCs, and tabor
costs. And while it may be bad news for those who put off buying an
Oriental FUQ for the next few years, it forecasts an abso-
lute windfall in appreciated value for those UJNO allread Y
ouJn rugs or who buy them now




Decline In :
Rug Production
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