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Riding on the back
of high-value art

LONDON

Specialist advisers
seek new ways to make
money out of collections

BY S5COTT REYBURN

1f today's art market had 10 be summed
upbya visualmetaphor, a watering hole
packed with buifaloes might come to
mind Water bufinloes are the big col-
lectors who dominate the art world, sur-
rounded by a highly competitive eco-
system  of smaller creatures who
depend on them for their survival,

Art financiers are the latest species
hoping to survive and thrive on the
backs of the world's richest collectors,
Last year, the planet was estimated to
have a popolation of 211,275 so-calied ul-
trahigh-net-worth indiduals with o
combined wealth of §297 trithon, of
‘which soime 526 hilllon was spent on art,
according to a report published last
month by the European Fine Art Foun-
dation;

Before the economie crists of 2008
managing art was viewed by many in-
wvestment banks as-a way of gaining ac-
cees to these individuals, those with ut

ulture

that have emerged since 2000, Before
thee crisis, art funds were all the talk of
“art and finance!’ conferences, Now
that individuals from the hedge fund and
private equity industries have become.
adept at making money out of their own
collections, finance itself i€ viewed as a
Dbetter way to make a margin out of the
art-owning 1 percent. More and more in-
dividuals and families are using their art
as collateral and then reinvesting the
cashiin ether more art or other assets.
“When 1 first started 15 yvears ago, |
thought o loan was a painting youlent to
a musetim, said Suzanne Gynrgy, head
of art adyisory and finance ot Citi
Privite Bank in New York Although
Citi has been providing wealthy clients
with art advisory services since 1975,
ehe added, the bank has significantly in-
creased its art-based finance within the
past (e years. Ultrahigh-net-worth
people, Ms, Gyorgy said, are *'using art
1o generate liquidity, and typically
they're not using the loan to buy more

"TFor example," she added, “‘collect-
ars who are hedge fund or private
equity principles will often reinvest in
thelr own funds."

She said Citi's art-based loans ranged
from §5 million to hundreds of millions
put would pot divulge the number of
hese or their interest rates.

Jeast $30 million of dispesable income,
to win the more lucrative business of
managing their wealth.

It was casier to engage their inlerest
by talking about art” saxd Luke Dugdale,
@ formet head of art in wealth manage-
ment at the Royal Bank of Canada. *Once
“yatt got them talking about something
they were passimate about, then you
cotsld goon to talk about other things™

Mr Dugdale (s now co-founder and
chief executive of Cadell & Co., a London
compary that says it offers portfolio
management expertise for art held in
private trusts. Cadell, which started its
business in Febiruary, 1s one of a Jock of
specialist companies that present art-
collection management services and
loans to owners of High-value art and

JPMorgan Chase is also active in art-
related finance, as are the New York-
based specialist lenders Art Capital
Group and Emigrant Bank Fine Art Fi-
nance. List year, Sotheby s finance divi-
ston generated $42 million in interest
and fee income from art-related loans, a
35 percent increase from 2013, accord-
ing toa flling with the Securities and Ex-
change Commission. Jan Prasens, the
managing director of Sotheby's Finan-
cial Services, said about two-thirds of
these loans were secured on works not
earmarked foratction.

Thomas Ganzéles, a Berlin boutique
lender who has been in the art finance
business since 2009, typically charges
abaut 8 percent on loans 1o collectors

inWaltzers," by
Jack Vettriano,
Sothihy's finance
division has report-
ed a sharp increase
Im interest and fee
Income fram art-
related loans,
Faleon Fine Art is
among the recently
opened specinlist
finance companies
in London.

and dealers, mainly from London and
Switzerland. ;
“These days, there's not such a differ-

leverage your art, bt you can keep it on
your wall It creates greater Liquidity
ambng collectars, and the number of

ence between dealers and
Mr. Gonzales said. "“They re buying and.
selling all the time.'*

His loans usually range from 1 million
euros (o 15 million euros, secured with
20th-century works by artists that have
traded in the mocket for at least 20

years.

Falcon Fine Art, founded i London in
October, also lends at sirgle-digit rates
and, a5 with Mr. Gonzales, loans never
exceed more than 50 percent of the
value of the secured artworks. Right
Capital, also in London, offers a mix of
ari-hased loans and advisory services.
Stonehage, with 15 Iocations world wide,
s part of a new wave of “multifamily of-

o that

Joans i5 rel v small, 5o itisn't going
1o create a bubhble'

There ion thatart ¢
tas become financialized. A 2014 Art &
Flnance Report' by Deloitte and
AriTactic found that 76 percent of sur-
veyed collectors acquired art and col-
lectibles as an Investment strategy in
2013, up from 53 percent in 2012

1f thie art market 1s booming, what's
the prablem?

Thiere might be at least one, As the.
European Fine Art report pamted out,
postwar and contemporary art 1s the
dominant force in the market. In 2014,
auctipn sales in that sactor reached €5.9
billion, or about §6.4 billion at current

Ange rates, more than four tmes

nancial  affairs  and  inheritance
strategies of seyeral ull althy famil-

the fotal in 2008. Yet just 20 artists ac-
A for 42 percent of those sales.

ies, though with a dedicated London-
based art § service.

“iArt finance is a smart way to use
- presic

~ Onee adding value 1o an investment
portfolio becomes the primary reason

for acquiring art, buyers tend t0 focts.

anan

arrow Fange of proven artisis.
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drop away alarmingly.

Take the case of Jack Vettriano, the
sell-taught Scottish painter who wasan
auction sensation when his “Singing
Butler” sold for 744800 pounds, or
abaut $11 million at current exchange
rates, at an auction in Edinburgh in
2004, Since then, M. Vettriano's brand
of nostalgic fantasy has fallen out of fa:
vor On Tuesclay, Banhams Edinburgh
offered 12 of his paintings from a Seot-
tish private collection. Just seven of
them were sold, the most expensive be-
ing n 1992 canvas, “Waltzers,' which
sold toward the low end of its estimate
for £236,500, including fees, or about
$450,000, ]

Or what about the o ighty Dami-
en Hirst? The artist's 2002 150 Vit-
rine piece, "Lullaby Winter! had sold for
74 million at Christie’s in New York in
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“These days, there’s notsuch
a difference between dealers
and colleetors.”




