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Dear reader

In the first quarter of 2021, the capital market was charac-
terised by the unexpected rapid rise in yields on the bond
markets. The financial markets are confident and also expect
a recovery of the economy in the course of an easing with
the Corona situation.

Despite the recent rise, interest rates remain very low and
investment alternatives are in demand. In an interview,

a proven expert explains how and to what extent the art
market is benefiting from this market environment.

Gerhard Seger Michael Birzle
Member of the Director
Management Board Investment Controlling
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@ MARKET DATA

MARKETS AND STRATEGIES

The unexpected rapid rise in yields on the bond mar-
kets - the globally observed interest rate for 10-
year US government bonds rose from 0.9% to 1.6 %
in the meantime - led to a change of favourites

on the stock markets. Value stocks were favoured
over growth and technology stocks. The passing

of the USD 1.9 trillion stimulus package in the USA
gave a strong boost to individual equity sectors,

and sectors such as energy and finance posted strong
gains. Rising inflation expectations, supportive sti-

mulus packages and confidence in accelerated econo-

mic growth after the end of the pandemic will con-
tinue to influence the markets in the coming weeks.

%QTD %YTD Currency

a EUR/CHF +2.28 +2.28
Il EUR/USD -394 -394
S USD/ CHF 1647 +647
il USD/ JPY +7.03 +7.03
Switzerland -1.20 -1.20 CHF
Europe -1.90 -190 EUR
K USA =887 =887 usD
S EMMA -367 -367 usD
mll |nflation linked -342 -342  USD
High Yield -0.95 -0.95 UsbD
World -4.46 -4.46 UsbD
Switzerland +4.35 +4.35 CHF
Pl Europe +835 +835 EUR
:g North America +5.37 +5.37 usD
ug-" Pacific +253 +253  USD
EMMA +2.29 +2.29 UsbD
World +4.57 +457 usD
Pl Recal Estate +6.11 +6.11 usD
.g Commodities +691 +691 usD
3l Gold -1004  -1004  USD
g Private Equity +1280 +1280 usD
< Hedge Fonds +1.29 +1.29 usD

Calculation LMM: reference date 31032021
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As in 2020, equities were the main performance driver
in the first quarter of 2021. Consequently, riskier in-
vestment strategies outperformed thanks to the higher
equity allocation. In equities, the Asia and Emerging
Markets regions lagged behind North America and
Europe. The interest income-focused investment stra-
tegies achieved a negative performance in the first
quarter due to the rise in bond yields. Inflation-linked
bonds were able to offer some protection in this envi-
ronment. High yield bonds benefited from the further
decline in risk premiums.

Investment strategies in CHF =QTD mYTD
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Investment strategies in EUR =QTD mYTD
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Note: the figures are before costs (exclusive of custody- and management fees)
Calculation LMM:; Period 0101.-31.032021
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ART AS AN ASSET CLASS

Can art be considered an investment?

Art is first and foremost art. But "secondarily”, art -
in certain areas — works very well as an investment.
Especially in times when many real investments
are already quite "hyped’. The art market is still far
from that.

What is the minimum investment amount and
when does it make sense (as an investment)?

It is always a question of the "risk/return” ratio at
which one feels comfortable. In principle, it starts
at EUR 5,000 for "emerging art’. Valuable and liquid
investments start at EUR 50,000.

How do you deal with issues such as the lack

of transparency, valuation models, market / stock
exchange as an investor?

That's a lot of questions at once, about which entire
books have been written. The art market is quite a
“Wild West” in many areas. But of course - if you
know your way around - that can be a great advan-
tage. We support our clients in precisely this point:
they usually have their expertise in other areas, and
also don't have an infinite amount of time. With
our support, however, they shop like professionals
and also have all the access.

Are there any indices for the development of

the art market that investors can use as a guide?
How have they developed?

Yes, there are. There are indices from artprice, from
Sotheby’s, from UBS and many others. The latter says
that prices have risen by 62% from 2009-2019. In
2020 we saw a decent decrease in prices.

Is art currently expensive or in which segments

are there opportunities for investors?

Unlike some other “alternative investments’, art has
not gone through the roof. And yes, we get offers
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VALENTIN KENNDLER

is an art consultant and court-

certified expert for “art after 1945,

He supports his business partners

in buying and selling art objects.

www.contemporaryartadvisors.com

N

on the table every day, some of them are real oppor-
tunities. Even if you calculate it complete transpa-
rently and objectively.

How do | value art?

Usually on the basis of comparative values. But
often you have to be very familiar with an artist to
know what is comparable.

Do the lack of investment alternatives also lead

to an increase in demand for art?

We felt that very clearly in 2020. Definitely. Many
people don't necessarily want to have their money in
the bank account, so art sometimes becomes a topic.

How did prices develop in the “Corona year” 20207
If you look at the entire art and antiques market, the
volume fell by around 25% in 2020. Of course, prices
are also under pressure, which is in principle good for
buyers. But you have to look very carefully: In a crisis,
you don't sell the crown jewels first but tend to sell
the “leftovers”. By the way, online sales have doubled.

What are the current trends?

Well, the prices of "Banksy” have really gone through
the roof. For a "Girl with Balloon™ in an edition of 600,
you currently pay over USD 200,000. The state of
preservation is very relevant. The field of "digital art”
is interesting in the long term. The blockchain and
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non-fungible tokens (NFTs) offer interesting possibi-
lities for the future. Most recently, a record sum

of USD 69.3 million was paid at a Christie’s auction
for the work “The First 5000 Days” by the digital
artist Beeple. It becomes apparent that there is a
lot of attention here.

The global art market: Value of transections

Sbn

The global art market 2020 in figures:

Global art and antiques sales have reached
USD 50.1 bn, down 22 % vs. 2019.

Online sales have reached a record 12.4 bn,

a doubling compared to the previous year. The
online market share is 25% for the first time.
US, UK and China account for 82 % of global

sales. The US market is the largest market with
a share of 42%.

Source: Art Basel & UBS Report 2021
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LMM Investment Controlling Ltd. (Head office)
Zollstrasse 32 - P.O. Box 174 - LI-9490 Vaduz
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www.lmm-ic.com

LMM Investment Controlling Ltd. is an independent provider of Investment Controlling services and represents the interests of

private and institutional clients towards banks and asset managers. Apart from the head office in Vaduz, LMM is present in Zurich,

Frankfurt, Vienna, Dubai and Sydney.

Disclaimer: LMM takes the utmost care in compiling the information. We don't grant any warranty, including liability towards third parties, with respect to
the accuracy, relevance and completeness of the information and opinions published in this newsletter. Pease take note of our amended data privacy policy

on our website.
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