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ARTFUL BEGINNINGS

Our collecting strategies should ensure that our love for fine art
makes financial, as well as aesthetic, sense. By Aline Sullivan

Top view

onisiees b Muoten (1449-14921,
the Homentine prince kmown
contempoerics 2 1 Magnifico,”
i regarded 1@ the mistermind
behimd the Malim Remaisemce,
Ini hiz wnne, collecung contempo-
FArY 3rt Meant commissoning
wintks by the hket of Michelangels and
Samechro Botticell. Yot Lorenmo the Mg
nificent lrvithed mone mrenion—amnd fr
more money—on a sngle, somewhat
obooure cup than he did on any other
sngle piece of anwork. A shrewd imvest-
ment it W not
The s-called Tarzn Famete was the
centerpiece of Lorenzos collection of
carved precious and semipreciow tones.
Fashioned from a dngle piece of agate.
probably m the fint or second century
ALY im Egyvpt, it depiot cvonimng gods in
bces melict, Afier |r.1'l.'i.'r|g IEE}Tr. it el
to Rome, then Congantnople, then
Sweden. then Perzia and finally o

Collectors often find it useful fo articulate a theme around which their collecting

Mrategy may coalesie After we decide what common thread we want FuUnning

through our collection, the Tinamnd il aspects and challenges of Imesting tn &t quecikly

corme 1o the Tore. Howwenwar, with the Belp of & well-Lhosen ddvieod, we Can ddemble

u portfolio of art that workd both a2 sn sesthetic skatement snd 53 an investment
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Naples before falling into Lorenzo’s
handk.

He paid a heady sum for the Tazza
Farmeze, several dmee mone than what hie
coutin, Lorenzo di Pierdrancesco de
Medha, would pry Botticell for his Liest
pamiing, but it war mot entinely in vain
Thousmmds of peaple each year admire
the Tares i MNapher’ archeobogical muse-
um, However, they are but 2 tiny Frac-
tion of the throng: tha ilood Florences
Uffiri to admire Botticelli’s Birth of
Penas, With the benefit of hindaght, u
appeans that the gdories of antiquity so
dazded 1l Magnifico that he was binded,
relutively speaking, to the masterpiece in
his oom time.

Half 3 millennium later. on May 5,
2004, an anonymous patron purchased
Pablo Picazo’s 1903 Hoy ndh & Pipe at
F.nthq:'l'r:."'i for 104 milkon {1"]‘.1 million,
phis the auction house's commeion).
Like Loremzo de Medici, the new owmner
of By with a Mpe & manibeang hic Jove
of the sesthetic by placing a sizeable
weager om it futuee value,

When we becoane ant collectors, wa
tike dmilar rigks, Thete investments gain
most of their komg-term value from did-
ficult-to-quantity fand more dithoult to
predict) vagaries of style and the pasion:
of our fellow aficionados.

Degpite his miscalculanon over the
Tazea (at least by wodays standards)
Lommo establithed himself 2 2 beading
patron by commistoning mnumerable
picces from the .'I'El;".l. bt artict:, Thic
contributed to his "miguficence,” ot
just in bis oo timse but aleo i the eyes
of posterity—anather [somewhar Jos
eatily calculared)] payoft to his many
commizdons. We have the opportunity
1 bvwe o sirmilar lagsey, of the wisdom of
our collecting strategy matches the andor



of our love for are. While we uaally
think of the artist 2= vidonaries, 22 col-
lectors we must be, too, 1f we are o
wwmble collection: that serve = both
fmancial and acsthetic legacses.

CENTEE OF GRAVITY

Mot all eollecrors begin wath a theme,
but ome wenally emergs as a collection
grovws. A aiceesiu] feal stare developer
in France hae decorsted esch of hic
three homes with paintings by an arist
trom his hometown; he feels comtorted
by the images: of the villige square and
other places that framed hie childhood.
A couple in Mew York hark back to
their socul md culural orging by col-
lecting works of American artists who
aleo came of age in the carly 1980

Like them, we must find our own
kedegones, and this may ke nme. “As
you bary. your eye gets beter, nd you
start to like better and betver thing:.”
en Robert Hizcox, founder and chair-
man of the Lloyd’s of London under-
wrihing sgency that bears lue name, and
3 nowable collector (and insurer] of con-
temparary art. Fe notes that hit own
tastes hawve evolved from “truly awful”
representational art ko increasingly
abetract works wo what he jokes is "wruly
obscure,” He has long been a collector
al’ Lucian Freud and Francye Pacon. e
has recently acquired an odl painting by
Pokmnd Hicks of 2 spilled botde of typ-
ing correction tuid entitled, The Mo [
Cave, the Less 1 Col. Many works are on
exhibit in hiz offices and ar public
spaces in London,

AL a time when gratosphenic prices
for art are making headlines, some have
chosen to purue genbed thal femain
relatively undervalued, erpecially in the
contamparary art scene, which may
hide fuwture masters. Indoed. financually.
thit i ome of the mot negonable soctore
in which to collect. Only two living
artits, Jarper Johne aed Bruce Mauman,
appear on Chreises Lt of the 200 most
expensive worke sld at Christie’s and
Sothebys dnce 1985, Buying contem-
porary works aleo afforde u the oppor-
tumnity & gerve not onby s collector, but
aleo a2 patron. fohns might not need the
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oy, but moary others do
Contemporary antists aleo reflect the
pulse of the dme, which, for many of us,
makes their work compelling Sue Han-
cock began buying contemporary art
five years ago, and has focumed full-time
an her collection dnce 2001, when dhe
and her hishand, Ray Ous, wold their
marketing firm. Today, she it on the
acquisition boards of bath her kocal
minseum—the Orlando Mutenm of
Art—and the Whitney Museum of
American Art im Mew York, She travels
widehy in search of new works for both
the museum: mmd for her oem collec-
tion, which i leavened with humor, 1
admare those collectors of comtem
art who buy the really challenging.
emotionally disturbing works, bur 1 ke
the anes chat make me smilke” the notes.
Several worls by American artiss Ay
Sillman and Tim Hodges and Japanese
artists Takathi Murakami and Yechitome
MNara highlight her 200-piece collaction.

RESPECT THE AGED

A Less Dismal Science

At experts aver that there w still vahae
o be discovered i older works, particu-
Larky in comegories that remain somewha
checure. Pre- Impresionist French 19th-
cemtury painting has never fully recov-
ered from the succes the Impresicnios
achieved at the so-callod sslow des mefiuses
in the 18608 The Ber that muoch of the
work from this period i dark, heawvy and
acadetmie b6 partly o blane. However,
there are many exceptions. Honore
Daumier’s lithographs, for example, ane
treh. often humorous, and rich in pey-
chological inssght. Fdgar Degar, no less,
wig 2 bm. W are far bemer wrved, adw-
sore mggest, by investing in the hect
works of lemer-knoan artists than o
buy srcond- or third-rate works by even
the mest revered T,

What drives the price of art, apart
from trends and Gstes One important
factor seemse o be the degree of Fech-
nes to the market. Picamo’s recornd-
breaker reached an astronomscal price
parthy became it had been out of cincu-
Lincn for 40 long. Mansel E Gonaler,

Annual sales of art amaount 1o S0 billon in the United States slane, ecording Eo various
industry estimates. in the past seveml years, cansultants and econcmints have turmed thes
5l ghits 1o Ehe problem of tracking this secters investment perfarmance. Research by Ranping
Wi and Michael Moses, professars st NYLS Skern Sehool of Business, and firms such as Art
Mar ket Ressarch in Mew York, Kusin & Co_in Dallas and Gabrius in Milan, shows that art can
complement equities, bonds 3nd ot her maore tesditional investments because kts price move
merts are not correlabed with those of financ 3l assets,

One thing is clear: fine art appreciates ower time, and may outperfonm equities in same
instances. The Mel/Moses M Art Anruad Index tracks the auction prices of 6,000 pleces of arl,
including pre-wgge Anerican paiatings, Old Masters, sgih-century masters and Impressionists.
Lust year, the MelMoses index mae 17 percent. bquities fased bether: the S4P poo rose 283
percent. Longer term, the arf indexshines. The MelMoses benchmark had an anruali md com-
pound refum of 126 percent over the past go years, beating the 58P coo’s wy percent. The
gains ae not anly In aggregate mexswes, of course. Masss—himsalf 3 callector of what he
terms “represeniationa Smencan pinting” from the second half of the zath centuy—nobes
thizt Boy with a Pige outperformed the mafket, posting 30 swerage snraual return of round shg
percent since Betsey and John Hay ‘Whitney bought i inwgge for S30,000. Altematively, the
bwro Edgar Degas rmding scenss from the same lot retumed & parcent per year for their owners.
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global ari executive at [P Mongan, pre-
dicte that were it to come vp for ale
agin in another vear, & woukd not fetch
more than £40 million. Consider that
Vimcent ¥an Crogh's Pesiest of D Coha,
purchased by a jj.rn.ln-.*r.1 businezman for
852 5 milliom m 1990, has gince sold or
ome-ighth that price,

M e rpanying Eor art i mad uneoimmon
ardor can overwhelm even our st
careful mvestment strategy Nevertheles,
thesr mcicents dhionld amoant o leseons
bear ned—albe it CXPETSIG Ones for the
perceptive callector. " We might pay
||||-.'-!.:||.'-|| prices at Hines,”
Faab, a coll sctor of Latin American and

wrve Hruce

F.]u:ll.llh art, who it aleo chairman of

Fernwood At Inveamenis in Boson, 2
firm that focwee on the art cconony
"Bu over tme we do not over pay in
the mujority of cases, became wo grow
o umcherstamd the Beld and whan s nea-
sonable to pay!” Mamy collectors hold on
ko past purchuces they have grown 1o e
& mistakes becavse either they paid wo
much or the quality was not quite up o
sandards, They keep them out of the
public eye, but visit them now and then,
like delingquent children, or & Hisoox
ikes to call his, “old friends.”

Cal wee woorking ae salee director for

the intermaticonal privabe chent HroAL of

Merrill Lynich in Phosnix when he
begm to dabble in collecting, & broker
in hiz divizion, who happened w be
president of an onganization called
Frienck of Mexicom Are, inteochu ced him
o a deaber who had a 6-foot by S-foo
painting that Taub decided he had to
oo, Since then, he haz jound that by
collecting the best works of artist: in hi
category. he can add povenial value o
his holdngs by secking opportunities o
show them, This past sprima, the  Instiour
du Monde Arabe m Paris showed throe

of hiz Cludic Bravo painting: of

Morocoo; one oven appeared on the
cover of the exhibinon catabeg. Taub
contimmes o collect with an eve towand
passing his pastion wo his I'_'l|1|.|". e choes
not proanise hiz children any specibc
dollr Bpunes vis-a-vie hie collection, bu
he erps. “An exhibition doss contribae
to the pedigree nd prostige”
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Tactical

Considerations

Keep these Bsues in mind whes consideing vestment-quality art:

E,]h#mﬂrsrtim#rn bary a piece of art is immediately after a bighly
trumpeted sale, especially of awork in the same category “Heard
pices calich people’s attention and makos them mone eodibed "
says lanine Racarse I, 3wealth advisor a1 P Mangan. = Ser hous
ool lectiors will think very hard about &he timing of their purchases
and be wery strategic.”

Eﬂunud.m and halding aoets ower 3 yo-year period sy fun as
muich a5 2g percent of the price we pay for an arbwolk ot aucion.

E,In-;.ur:lnn;p Costs run approximately §1 10510 3 year fioe ey
srooo of market value.

(05 Seek the counsel of 3 epulable advisor, preferably somesne who
willwork on a fee basis. Always check refenences

(- Employ 2 curator to ablog acquisktions, and peek occasions to

e b, buny ad sell.



Maceha Fead, who advized clients
am art purchass at Circline and Sothe-
by's before che started her own wealth
advisory firm, Aston Pearl. in MNew
York, ako advocates adding value to an
nnihcﬂmh.rglﬂngipdﬂkqn-
sure, w N 3 msenm, 3 restu-
rant, a retail bank or corporate offices.
anggeas pubhchang an accompanying
catalog with a hard cover o make the
exhibition forever accemible. A collec-
tor cam have a full-color edition cata-
hE Flhted for about §10,000, an
investment Pearl contends: ix well

worth it in the long run,

CANNY COUNSELORS
We cannet expect to sdentify the best
works o fit our paston, ac well 22 exhi-
hition ruraties, Ml on our cwn.
The great art colbectors of the 19th and
20th centuries relied beavily on the
advice of xmate art dealers. Dealers are
still importamt art market plovers, bat
collecton now reby moneass an am
experts at private banks who cm help
with both aethetic and pracoeal iwwe:.
Thewe experts work on a fee basis,
rather than on comenision.
Akermatively, we can wok the guid-
ance of an independent art advicor.
Banks without in-howse at expertie
thould be able to provide mtrocdict o
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to reputable advicors. Pearl suggests
checking with a number of ingide souroes
for referrale: other collectorn, muxeums
and dealers. We should ale ook to ard-

We are far better served,
advisors suggest,
by investing in the best
works of lesser-known
artists than to buy second-
or third-rate works
by even the most revered
NAMmes.

ches in art publications for knowledgeable
toufoes. Names are esy Lo e the
challenge is fincling the right one for our
neock We doild colladbsarte with some=
ome who iz an expert in the type of an
wie wigh to collect, md & 2= u'n]:-.lmmn-d
about it a2 we are. Lucky collector: may
find a rusted advior with whom to
bl a lifelong relatiomehip.

Most advizors work on a commision
bazis. Pearl fers to steer her cliomes
toevard advicors who work on a fee
bagiz, since they luve no intenest in see-
ing cliente buy at the highest price.
Unfortimately, this is moee the excep-

ton than the rule “I'd gues that less than 20
pevcent of art advisors work on a fee basie,” she
admies. “Certainly there are very good advisors
who are working on commisgion. Whart iz
important ic that you check out market prices
through online anction necends, and by speaking
with deabers and curators”

Apare from the sulbjectve mager of tate and
the moler comter of Buhion, an artworks prove-
romes, ewiry, quality and feshnes: o the ourket
determuine it valoe, Wery few amateur colleciomn
are qualified to mesnane all of thete Bactors, bue
the bew art advizon cm. Even experienced callec-
tnr:tmﬁ::thtlhq:ﬁ]utrdamﬂapim,
gomeone who wall make certain tha they are not
swept up in the moment, Well-connected advicom
can also serve & their chent’ eyes amed ears, open-
ing buying md celling opportunities in the inter-
natonal marketplice, notes Mary Hoeveler, mun-
aging director of the Citbank Ant Adviory Ser-
vice. They can fimction 2 their chents” advocates,
introsducing them to weighty dealers and ensuring
that they stoy on the deales’ frvored -client hiee.

Peard coumeels that we also either hire or con-
tract with 2 consulting curator who chould work
with us at least twice a year to catalog our aoquisi-
tions and ek occamions (o exhibit, by and oo,
We can employ an mdependent curator, akbough
we might deire the prestige of 2 rmiseum-afilat-
ed curator. In that cace, there is one potential
cavet, “Evennualhy: the museem will pressure you
o domate,” erye Pewrl Thae could be blesang or 2
burden, depending on our plane down the wad
W]
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