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Hedg!

hasn't paid off

Indian art funds have
not yet delivered their
promise of

fantastic returns.

In many cases, art
fumd managers
xaggerated their own
expertise. Theyear
ahead though, looks
promising for the
Indian art market

Ihataiun. VDL

Anupa Mehta

AT EONSULTANT

ART FUND

THF ARSEMCE OF MONITORING SYSTEMS & Al ACK OF C1FAR

CHECKS & BALANCES VIS A VIS FINANCIAL DUE DILIGENCE,

GRISIS

HAVE ALL PLAYED A ROLC IN PRECIPITATING THE SITUATION

daily finally came out with a
stromgly worded story that

list—as per avail:ble figures,
has proved (as yet) fo be
anon-performerin-sa-
fazasde-livarshles go: the promise of fan-
tastic returms wed by fand manazers
waved at the maive and occasionally
hapless mvestor remains, till this day,
just that. But, say trade experts, it's not
all as bleak as it soumds

Placing the murrent situation within a

items, is Ligud, tramsparent and well
RS s e
illegal, knovm to all, and infringements
are punished rapidly. Hevertheless, even
imrvesting in an ideal market camot be
risk fiee. In 2eality, no market mests
this ideal. Inperfections are seen as
appartunities by the shnevd and patient,
bt e obstacles to the naive or

aving advised an art fand, Mabiste
adds, 'Its cbvious that mo art market
can mateh the bove ideal and the
Indian art macket doss mef, om any
count. In spite of this, most axt fimd
promoters (when they set ont) proxrised

ity and retums within a short time
or even regularly. They also exaggerated
thair own expert -ise. People bebieved
that the bull-run, fust like the bull-mn in
the equity market, would persist longer
than it 4id."

In short, what we aze witnessing is &
cunmlative fallout of & collsion
hetween larger recessiomary trends and
the specific peculiarities of trading that
excist within the Indian art market. 4
portion of the dismal picture, opine ex-
perts, i abio mired in the irvezularities
of trade practice. As is known, this
markst &5 in the sarly stages of
development, The shsemce of mon-

checks and balances vis-a-vis financial
dne diligence, have all played a role in
pmclp)talmg(}le situation.

Founder and cl Osants and
<hief adwsor, Osian's Ant Fund, Neville
Tul, contin-

3. Ser

orae weeks ago, a financial ues however to believe that there is no

"Art Fand Crisis' as such, He describes the
cument  situation as'.. only a lew
mament in the larger istorizal jowmey
which cammot be shert-cheuited into
success.” He adds, "Fon have to e the
present problem in the context of trans-
forming the art ohject into 2 credble
capital asset in a cash driven economy,

iwstitational flow of aathentic ant
financial mformation, and 2 host of
other financial facilties [ez M1
discommting, collaterali-sation of art fimd
iterms, ndeoiting framenwork) that are

fust mot avadlable "
Mok e (e
Arts Dmitiative opines:” One would not

say that thers is a crisis rea].ly, Tut the
at fands floated in 2005-08, when the
at market was hooming, have foumd
themselves faing difficult times due to
the downtum in the global market which
has had an mpact on the Indian art
market a5 well Another contrbuting
factor is that this asset is not as liqud
The at frd which we are advising & in
the nature of 2 Private Trust which op-
eratas for the Thenefit of the
beneficiaries." He holds that there is a
chance of getting hz((er retms in the
coming years and the "same would eam
restonibia semams by 201010

4 serior art exitic though is skeptical
Citing zeasons of aesthetic judgment, he
explains, "Wot all fnd managers aze
necessavily qualified  to  assess the
aesthetics of everyfall work. Selecting
at for collectionsfimds is 2 specialised
task. In fact it's an wrweitten nle that
seasoned collectors are famibiar with
every work of at by even established
artists s uot likely to apprsciste. An
asssssment of works anquired for the
pwpose of appreciation within the
collection of the many art fimds may
reveal that almost 30-40 % are not
lkely to make the grade." & well knovm
art collector, whe chooses not to be
named adds, 'In the case of soms art
fnds it all & case of Dusider trading at
itz warst!

Assessing the situation in more candid
vein, Swapan Seth, managing partner,
Henry § Clark, an art honse, says: "We
had it coming. It was greed on the part
of fmd howes that vished to over
leversze their grandiose abitions and

part of the investoy, who had Little
Jmowledge of the intricacies of the art
Tusiness, that mads it all topple like 2
pack of cards in the wind."

Bt to give the devil its dus, certain
fiunds are faking oms and quick steps to
rectify the mess Speaking for Osian's,
Tl claims, "We have abmost completed
the zedemption of 8 5 % of the capital
to all Unit Holders. Five ont of the
11.72 income were paid 13 months azo)
Thy for every 100 unit bwvested
15+6.72 mzeds tobe zepaid to close the
Fad, which will be completed within
Febmary 2010."

“nwmenrhs  eome, 10

WHEN
OTHERS ARE
GREEDY BE CAREFLIL.
WHEN OTHERS ARE
CAREFUL, BE GREEDY. IF
YOU'VE BEEN CAREFUL
BLUY MORE NOW AS
THERE'S NC BETTER TIME

whether those will yield attractive
setums for those who bonght in 2006 or
2007, 2t peak macket prices and bore
the whiplash of the 2008-2009 slids
vemuains to be seen.”

Seth adds, "Whils comection has
taken place, nmch remains to be done. I
see  the punters losing  steam,
strangulated by the money they had
frrvested and cammot get back. On the
other  hand  for the  seriows
invastorfeollector, 1 see lizht at the end
of what will be 2 termons homel. At the
end of three years, the wheat will be
separated from the chaff. But sbout one
thing 1 am sure. Art as 2 market will be
chastered  after having realised as
Richard n did, that its ., xash, fierce
blaze of riot cannot last.”

For the future, Seth touts a Buffet Eke
perspective to investing Laconically, he
urges, " when others axe greedy be
carefl. When others ae casfil, be
areedy. So if you have been carefil buy
more now since there is no better time.
If you have been greedy, Oliver Twist
lilke, vrait fn line for your gmel. To those
seeking to vest, do it becanse you want
ta invest and not speedily divest. Invest
becawse there i intrinsic vahie i ant.
Mot prodigions retums, pethaps. If you
view from an equity perspactive and see
it flnough the lews of shoxt, midterm
and long term investment, you will see
potential in it. If you view it from The
Golden Goose perspeetive, then your
goose 5 coshed and on your table
already.”

Mahiste's advice to the already
invasted 35, “Be patient. Imagine you
have invested in Indian 1sal estats.
Modern and contemporary art still holds
potential as an asset class provided one
i not thinking short term. The rich
throughout the world, inchding India,
have always patronized ant, with a
variety of matives. Over the long zun,
they have done amazingly well. I think
the market is hesding for contimed
gxowth over the medbim and long texms
Hot only are Indians becoming more
affluent and appreciative of our art and
artists, but forsigners are increasingly
getting mterested Essentially, 25 has
passad into the pogular idiomn since the
2002 Goldman Sachs repont, the ERIC
countries wrill ecomamicall;
ascendant, in case of India at least till
2050, Financial and eulfural attention

urate the entive chain, from aist to
callector.”

The last word ironically emough,
could come from Tuli, who holds that:
"There are very few guidelines for
Leaders, and 50 we mast absorb all lessoms
writh equanirity” Indeed the art fand
situation’ in India affords a wefl primer
for thase who have singed their hairs,
and for thase aspizing to enfer 3 market,
nzy aworld, that holds the potential to
yield several sweet retums, many of
which canmot be meas -wed in
commercial terms
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