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The Big Picture

Art & Finance is an emerging industry

Art trends

Globalization & demaocratization

Transparency, regulation,
professionalism

Art & technology, digitization
& virtualization

New economic reality for public
cultural institutions, soft power
of culture, economic driver, world
cultural heritage

New business models & sales
channels, creative sectors,
cultural citizenship

Source: Delofite Luxembourg and Artlactic Art & Finance Report 2019
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Finance trends

Expanding class of
Ultra-High-Net-Worth (UHNWI)
buyers and Millennials’ aspirations

Financialization:
art as a capital asset

Art-secured lending

Philanthropy, tax and estate
assistance

Risk management, collection
management and asset allocation



Deloitte Art & Finance
The art and finance industry is uniquely positioned at the intersection of these three
interconnected sectors

Finance Culture

* Private bankers * Large public museums
* Wealth managers * Private museums

* Family offices * Corporate collectors

* Private * Private collectors
investors/collectors 4 i ;
Art & - * Public authorities
» Art/collectible Finance {country, region, city, etc.)

fund promoters

Q

¢ Artinsurance
companles
» Arttrading

companies

Business

+ Companies selling art » Art & media companies

* Digital art companies + ArtTech companies

* Art logistics companies » Cultural and creative sectors
» Art fairs
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Agenda

Morning program

TIME FRAME

SUBJECT

SPEAKERS

08:30 | 09:00

Registration and welcome coffee

09:00 | 09:15

Welcome speech and
introduction

Vincent Gouverneur - Partner, EMEA Investment Management Leader, Art & Finance Leader, Deloitte Luxembourg
Peter Brigham - CEO, Rosemont Monaco SAM
Jean Castellini - Minister of Finance and Economy, Principality of Monaco

09:15 | 10:15

Panel 1
Estate Planning: structuring
art collection in an era of greater transparency

Moderator: Pascal Noel - Director of Operations, Deloitte Monaco
Panelists: Peter Brigham - CEO, Rosemont Monaco SAM
Melanie Damani - Managing Director, Hottinger Art Limited
Emmanuelle Ragot - Partner, Head of Data/IP/TMT/Employment, Wildgen

Pietro Ripa - Private Banker, Fideuram Bank
Freya Stewart - CEO, Art Lending and Group General Counsel, The Fine Art Group

10:15 | 10:45

Coffee break - Salon de la mer

10:45 | 11:45

Panel 2
Art on Yachts:
Monaco’s unique vision

Moderator: Janet Xanthopoulos - Head of Yacht Ownership & Administration, Rosemont
Yacht Services
Panelists: Olivier Blanchet - Head of Jet & Yacht Finance, BNP Paribas SA

Daniela Boutsen - President, Boutsen Design
Thierry Cognard - Managing Director, WES Monaco
Bruno Peretti - Director, Société Monégasque de Transports/ Monaco Freeport

Mike Taylor-West - Director Global Markets, Private Client, Marine & Aviation, La Playa
Insurance

11:45 | 12:30

Presentation of the 6t Deloitte Luxembourg
& ArtTactic Art & Finance Report

Anders Petterson - Founder & Managing Director, ArtTactic
Adriano Picinati di Torcello - Director, Global Art & Finance Coordinator, Deloitte Luxembourg

12:30 | 14:00

Lunch - Salon de lamer

© 2019 Deloitte Tax & Consulting



Agenda
Afternoon program

TIME FRAME SUBJECT SPEAKERS
14:00 | 15:00 Panel 3 Moderator: Simon de Pury - Founder and Owner, de Pury
Transformation of the art market Panelists: Tiqui Atencio - Art Collector
2 : iti hall f . . . . .
by 2030: opportunities and challenges for Martin Guesnet - Senior Associate Director, Artcurial
art collectors . .
Dr. Thomas Kellein - Director, Bergos Berenberg Art Consult
David Nahmad - Art Collector
Sophie Neuendorf - VP, Strategic Partnerships, artnet
15:00 | 16:00 Panel 4 Moderator: Solenne Blanc - Managing Director, New BusinessLines, Beaux-Art & Cie
How collectors can better manage Panelists: Curt Bilby - President & CEO, Art Analysis & Research
their collection and reducerisks through Nanne Dekking - Founder and CEO, Artory
technolo ! .
ay Philippe Gellman - Co-founder and CEO, Artefa
Niko Kipouros - Founder & CEO, 4ARTechnologies
Dorit Straus - Senior Advisor, Wondeur Al
16:00 | 16:30 Coffee break - Salon de la mer
16:30 | 17:30 Panel 5 Moderator: Henry Blundell - CEO, MasterArt
_Prlvate Mus_eums: trel_1ds andthe Panelists: Vitomir Jevremovic - Founder & CEO, VR-AIlI-Art
impact of Virtual Reality Joel Kremer - Co-founder & Director, The Kremer Collection
Sylvain Levy - Co-founder, DSLcollection
Allegra Shorto - Art Director, Khora Contemporary - Faurschou Foundation
17:30 | 17:45 Closing Speech Inna Bazhenova

(with consecutive translation)

Owner, Publisher, The Art Newspaper international network

17:45 | 18:00 Closing Remarks

Guillaume Rose

CEO, Monaco Economic Board

18:00 | 19:00 Cocktail reception - Horizon deck
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Deloitte Luxembourg

Partner, EMEA Investment Management Leader,
Art & Finance Leader

New Collector Trends in Art & Finance ART
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Rosemont Monaco
Managing Director, CEO

New Collector Trends in Art & Finance ART
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Principality of Monaco
Minister of Finance and Economy

New Collector Trends in Art & Finance = AKT
12th Art & Finance Conference | BLSINESS
14 October 2019
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Panel 1

Estate Planning:
structuring art collection in an
era of greater transparency

Pascal Noel
Deloitte Monaco
Director of Operations

12th Art & Finance Conference | 14 October 2019
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Panel 1

Estate Planning:

structuring art collection in an era of greater

transparency

Pascal Noel
Director of Operations
Deloitte Monaco

Peter Brigham
CEO
Rosemont Monaco SAM

Pietro Ripa
Private Banker
Fideuram Bank
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Melanie Damani
Managing Director
Hottinger Art Limited

Freya Stewart

CEO, Art Lending and Group
General Counsel

The Fine Art Group

Emmanuelle Ragot
Partner, Head of
Data/IP/TMT/Employment
Wildgen
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Structuring art collection in an era of greater transparency

Foreign
Account Tax
Compliance
Act (FATCA)

Automatic
Exchange Of
Information

(AEOI)

Anti Money
Laundering
(AML)

© 2019 Deloitte Tax & Consulting

Transparency

INTRODUCTION

Register of
Beneficial
Owners

Know Your
Customer
(KYC)

Common

Reporting

Standard
(CRS)

Base
Erosion and
Profit
Shifting
(BEPS)

Mandatory
Disclosure

Rules
(MDR)



New Transparency rules
Why structuring an art collection

WHAT are the good reasons to hold art
collection through dedicated structures?

Tax and legal reasons :

avoiding taxation on sales maximize funds available for
reinvestments, inheritance planning, contribute assets to a
philanthropic entity...

Management:

a dedicated structure can allow the acquisition of an art collection
by multiple investors and family join ownership, and can facilitate
the financing by third parties and the management of the assets
by professionals.

Confidentiality:
using a dedicated structure allow to purchase or sell of assets even
through auctions without being publicly ...

© 2019 Deloitte Tax & Consulting

Different type of vehicles can be used to
purchase fine art:

Vehicles are generally country specific

Different vehicles are used depending on the objective of the

structure.

Most common structures used are:

Trust

Onshore vehicles (LLC, SCI)
Offshore entities
Foundations

Investment funds

14



Global transparency
Ensuring greater financial stability

&

How does it apply to the art market ?

2008 financial crisis forced governments to rescue the banking
system, leading to a deficit increase, massive funds needs and the
implementation of low interests rates.

Art collections are considered as a highly valuable asset evolving
in a confidential environment are facing a new complex and
challenging regulation framework :

« Ultimate Beneficial Ownership information, i.e. the natural
person behind a legal entity or arrangement, is now a key
requirement of international tax transparency to fight against
tax evasion and other financial crimes

Several tax fraud scandals increased the public pressure on
politicians for adopting new transparency standards:

« Luxleaks, Panama Papers, Paradise Papers, ... highlight the

artnetn

Prosecutors E

Illicitly Acquire $137 Million in Art

scale of tax optimizations schemes of certain economical
players.

Enquiries brought the attention towards multinational
corporations using aggressive tax planification such as Google,
IKEA, Mittal, Starbucks, Amazon, Apple ...

The Teleqraph

Wildenstein art heirs acquitted
of massive tax fraud

xpose Jho Low’s Secret Schemes to

Funds were used to buy works by Van Gogh and Monet

© 2019 Deloitte Tax & Consulting

Due diligence in terms of research, monitoring and risk scoring
of the identification and origin of fund are required to reduce
risks of money laundering and counter financing of terrorism

International communication and controls in terms of tax
evasion by individuals to stop the use of shell structures in tax
haven countries

Regulation around tax optimization by multinational groups and
tax evasion by individuals requires banks and advisors to
identify the purpose and substance of investment structures

FT FINANCIAL
TIMES

How transparent is the art
market ?



Automatic Exchange of information
Focus on FATCA & CRS (2014/2016)

Foreign Account Tax Compliance Act (FATCA) @

New reporting obligation adopted in 2010 by the US Congress in order to
identify “"US persons” escaping their US tax obligations by holding assets
through non-US structures & products. Implementation started in 2014
and foreseen application of US withholding tax on US income / proceeds
paid in favor of non compliant intermediaries/ recalcitrant or dormant
account holders. Targeted US taxpayers include US tax resident as well
as non resident nationals. No reciprocity except with countries signing an Common Reporting Standards (CRS)
IGA allowing partial reciprocity. Exchange of information on specified US

persons (individual/ entity) being direct account holder or substantial US European answer to FATCA based on FATCA

owner of passive foreign entities (NFFE). IGA and full reciprocity. Regulation developed
IRS controlling annually the BE= FATCA targets millions of :jn r(e)sE%oSsCe to t_r?e_: Gzzglzeqluesf and ?pgroved Financial Institutions
reports communicated by ~ individual tax payers specified Y ouncitin - \mpiemented as Collecting d
foreign countries exchanging US Person from 2016. ollecting data
financial account information 6 + Requiring local tax authorities to obtain
BANK TRUST information from financial institutions on Q
investment made by non resident investors Transferring ,
: : : Tax department’s
@ More than and automatically exchange that information data to the local d platform
120 dicti Foreign with other jurisdictions on an annual basis. jurisdiction secured platfor
e 'an'r%"efj/ MXV'\'IEAA'G-;E: . Financial BROKER  No withholding tax but information reporting
signed an IGA (F:::')“g'ﬁgz_ on all reportable accounts of non-residents
forcing local Foreign (individuals, non financial entities, _ I
institutions to Financial controlling persons of passive entities) Usmg,the
f‘EXChaT‘%e Entities OCDE'’s @) OCDE
i (NFFE) ) sumance co - platform to et plat
on specified INV. FUND : All E_U_ cogntrl_es_an_d more_than 100 exchange and
US persons participating jurisdictions in total transfer data
CUSTODIAN have committed to exchange from one |
6 financial account information, reportable Reportable jurisdictions
generally on a reciprocal basis and :urisdiction t
Certain US source income; stock/debt proceeds based on CRS MCAA. Jur'ihlc lon to
another

Withholding agents

© 2019 Deloitte Tax & Consulting



AML compliance

From requirements to identify UBO to public Register of Beneficial Owners

At the European level, each country must
adopt the European Anti-Money Laundering
(AML) Directives by adapting and transposing
the regulations into national law. Those
financing rules aim to create a highly exigent
level playing field

i) the settlor(s);
(ii) the trustee(s);
(iii) the protector(s), if any;

(v) any other natural person exercising ultimate control over the trust
by means of direct or indirect ownership or by other means;

,,,,,,,,,,,,,,,,,,,,,,,, UBO of Trusts
v

No restriction at EU level of cash payments

Individual decision of Member states (France

(iv) the beneficiaries or where the individuals benefiting from the legal 3.000€ but 15.000€ fqr non resident, Portugal
arrangement or entity have yet to be determined, the class of persons 1.000€, Germany no limit)

in whose main interest the legal arrangement or entity is set up or v Public consultation organized by EU commission
operates; rejected a EU wide limitation (95% objection)

1991: 2001: 2006: 2015: 2020: 2021:
1st AML Directive 2nd AML Directive 31 AML Directive 4th AML Directive 5th AML Directive 6th AML Directive

Infractions linked Extending the range Extending to counter Extension to tax crime, Extension to RE Agent, tax advisers and Common list of primary infractions

to drug traffic pf infra.ctions, terrorism finar_7cing risk based approach, tr.’ader's/ int_erme.diari_es on trac{e of_ work of fart, Reinforcing the role of EBA for the

u?d.u.str/gs and rules and'detalls on group apgroac:.‘r,_ PEF ldent/f/catlon. high risk countr_les, introduction supervision of financial institutions

activities impacted customer information redefined, identification of BO register for companies and trusts st theni . i

due diligence of UBO. Implemented by allowing public access and interconnection c tr eng en;ng .m_'””lﬂ;_m; _Is_z_ang ICI)I’IS. ;

MS in 2017. with other EU countries, introduction of a xtension of criminal liability to lega

Register of Bank accounts and safe deposit persons
boxes (2020) Enter into force in 2021

REAL ESTATE ART DEALERS

B) o N\
 FAMILY OFFICE | ~ CASINO |

T 3 . SUPERVISED v
‘ . entities ?

SPORTS AGENT

Implementing a client risk scoring approach

Ensuring the identification and availability of
Beneficial Owners information

Verify, monitor and record the background
of the intended transaction, source of funds
and wealth

Particular attention to Politically Exposed Persons
(PEP)

© 2019 Deloitte Tax & Consulting

©

Controlling persons of companies, trust and similar arrangements
are reported in public registry
All bank accounts and safe deposit boxes will be reported on a

Who is impacted?

local register, interconnection foreseen at EU level.
As from 2020, will impact the art industry (galleries, auction
houses, agent...).

17




OECD BEPS initiative/ EU blacklist
New requirements regarding substance and transparency for offshore companies

©

Who is impacted?

Owners of offshore entities located in blacklisted countries or in jurisdictions

Base Erosion and Profit Shifting (BEPS) refers to tax planning strategies used

by multinational enterprises exploiting cross countries’ gaps in tax policies to avoid

taxpayer's overall tax bill. requiring additional substance

BEPs action 5: harmful tax practices:

Assessment of preferential tax Multilateral
Review and monitoring of the Action 5 transparency framework (exchange P il IS M

of on taxpayer-specific rulings) o Ta
y practices

Review of substantial activities requirements (substance) in no or only
nominal tax jurisdictions to ensure a level playing field.

W ccos as
EU list of uncooperative jurisdictions e S

92 countries reviewed : commitment to stop harmful tax practice, application
of BEPS minimum standards, participation in CRS. Application of minimum
substance requirements in low tax jurisdictions: office space, employees,
board meetings held locally, level of local expenses....

To be anticipated : Restrictive measures by EU members, Difficulties to open
bank accounts/ justify cash transfer for offshore entities located in such
jurisdictions.

Most offshore centers answered by applying CRS/ BEPS minimum standards " - i Financing
and requiring additional substance (Panama, Cayman, BVI, Channel - "
Islands....)

Current list: 11 jurisdictions: American Samoa, Belize, Fiji, Guam, the
Marshall Islands, Oman, Samoa, Trinidad and Tobago, the United Arab
Emirates, the US Virgin Islands, and Vanuatu.

Discussions regarding integration of USA on the list.

© 2019 Deloitte Tax & Consulting 18



Reporting of tax driven transactions to tax authorities
OECD Mandatory Disclosure Rules (MDR)/ EU DAC 6

BEPS action 12: identify Loopholes in CRS

Require identification of CRS avoidance arrangement by _ Rez::,r::.me
intermediaries Intermedia _ border Relevant
ry taxpayer
arrangeme
(114

European Council Directive 2018/822 (DAC 6) (applicable as

from 2020)

v Objective: The goal of the implementation of DAC6 is to provide
the tax authorities of EU member states with information to enable
them to react against harmful tax practices and to close loopholes

v DAC6 imposes the obligation to disclose reportable cross-border _
arrangements) (RCBA'’s) on EU Intermediaries authorities e d authorities

v Intermediairies : professionals responsible for the design, I"forrTatiO
marketing, set up of the scheme (i.e. an opaque offshore exchange
structure, cross border avoidance arrangement)

Y 52—?6 generally applies to all kind of taxes with the exception of e If non of the intermediaries are reporting the tax optimization
scheme, it is to the Beneficial Owner’s responsibility to report it.
Application dates: MDR first reporting will start on August @
31, 2020 (quarterly reporting) but the initial reporting will Who is impacted?
cover transactions and structures that have been set up as Potentially all EU UBO using offshore entities and tax driven structure / offshore
from June 25, 2018. entities, as well as all EU intermediaries active in setting up tax efficient structures

to the benefit of EU resident UBO

© 2019 Deloitte Tax & Consulting 19



Panel 2

Art on Yachts:
Monaco’s unique vision

Janet Xanthopoulos
Head of Yacht Ownership
& Administration
Rosemont Yacht Services

12th Art & Finance Conference | 14 October 2019
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Panel 2

Art on Yachts:
Monaco’s unique vision

Janet Xanthopoulos

Head of Yacht Ownership
& Administration

Rosemont Yacht Services

Olivier Blanchet

Head of Jet & Yacht Finance
BNP Paribas SA

Bruno Peretti
Director

Société Monégasque de
Transports/Monaco Freeport
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Daniela Boutsen
President
Boutsen Design

Mike Taylor-West

Director Global Markets, Private
Client, Marine & Aviation

La Playa Insurance

Nhithong Nguyen
Overseas & Douane
WES Monaco
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Art & Finance
Report 2019

Adriano Picinati di Torcello
Director, Advisory & Consulting,
Global Art & Finance Coordinator
Deloitte Luxembourg

Anders Petterson
Founder & Managing Director
ArtTactic

12th Art & Finance Conference | 14 October 2019
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487 Horas Pensando - Galeria El Museo © Lina Sinisterra (2009)




Art & Finance Report 2019
Introduction
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Content
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Art & Collectible
Wealth 2019

Art-Secured
Lending
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The Art Market 2019
& beyond

(5)

Art as and
Investment

Art & Wealth
Management Trends

&

Art &
Technology

Art & Estate
Planning

/\

Regulation &
Risk Management
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Art & Finance Report 2019
Art & Collectible Wealth
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Art & Collectible Wealth 2019

Estimated $1.74 trillion in art and collectible wealth in 2018

North America Europe Russia & CIS
$744., $492 $41 6
B $630.5:. EZR $403.. EI $33.3.
36% m;L']:"Sm 23% market 2% market
share share 2018 / share 2018

.....
-----

)

5% market 1% market 5% market 21% market
share 2018 share 2018 | share 2018 | share 2018
$79.3um e $13s e $92.7 1 ez $370.

$96.. $15m e $1117. Bz $455.,
Latin America Africa Middle East Asia

1houre and Artlactic At & Finance Report 2012

© 2019 Deloitte Tax & Consulting

Estimated $1.74 trillion in art and
collectible wealth in 2018 (up from
$1.62 trillion in 2016).

US accounts for 36% market share of
art and collectible wealth, against
Europe’s 23% followed by Asia with
21%

The projection or 2023 that this will
grow to an estimated $2.125 trillion
(assuming a linear relationship between
wealth growth and art sales, BUT...)

26



Art & Collectible Wealth 2019
BUT art market sales is not keeping up with wealth accumulation

250

214

200

+  Widening gap between wealth accumulation and
art market growth in the last 10 years.

150

« Anemic growth of the art market: HNWI
financial wealth more than doubled between 2008
and 2018, but global art market sales only saw a

100 nominal increase of 9%in the same period.

« What does this tell us about the state of the art
market and its ability to grow beyond current
boundaries?

50

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

©

Trust and transparency remains key obstacles to
future art market growth

B HNwWI Wealth Index B Global Art Sales Index

© 2019 Deloitte Tax & Consulting 27



Art & Finance Report 2019
Art Market 2019 and beyond
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The Art Market 2019 and beyond
Auction sales 2000 - 2019 1st Half

(10-yr
average)

$5621 ' $5,313

$4,365
$3,967

$2,820 $2,875
$2,393

$1,519 -
$1,267 $1,275 $1,396

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
1= Half

B Chinese Art B 0ld Masters B mpressionist & Modern Contemporary

© 2019 Deloitte Tax & Consulting

Key Trends

Top-end of the market: 4.6% annual

auction sales growth between 2008-2018.

Contemporary art sales drives the top-
end of the market, accounting for 43% of
auction sales in 2018

Financial guarantees and its role as a
‘visible hand’ in today’s art market (58%
of the pre-sale value in 2018 in
Contemporary auctions at Sotheby’s,
Christie’s and Phillips)

-

29



The Art Market 2019 and beyond
1st Half 2019 vs 1st Half 2018

Total auction sales in US$ million (all 1st Half 2019 vs 1st Half 2018

categories) at Sotheby's, Christie's, and Phillips)

0 8.000 New York @
= London @
6.000 5.546
Hong Kong @
5.000
4.000 Paris @
3.000 1st Half 2019 vs 1st Half 2018
2.000
Contemporary
1.000
Modern & Imps
1st Half 2019 1st Half 2018

Chinese Art -499%,

000

Old Masters

© 2019 Deloitte Tax & Consulting 30



The Art Market 2019 and beyond
Art Market Confidence & Outlook

100~
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Deteriorating confidence: 29%
decrease in art market confidence since
May 2019.

Outlook: 29% of experts believe that the
market will go up in the next six months
versus 51% who said the same in May
2019. 60% said the market likely to
consolidate around current levels.

©

Economic and political risks cited as

the biggest threats to the art market

31



Art & Finance Report 2019
Art & Wealth Management
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The Big Picture
Evolution of Art & Wealth Services

Accumulating
wealth growing

Protecting
wealth managing

<l
\Y

-— .
assets — risks
* Museum = = + Artadvisory
endowments * Valuation
= Art investment » Assets consolidation

N

Art funds Reporting
Stock of art N * Artinsurance
businesses

Passive portfolio

Private Equity

3

management

lh Startups + Art collection
¢ Enancing olart Wealth management

business manager V/ « Artrisk management
* Social impact

investment
Transfering Wealth Converting wealth
Creating a legacy 2 © to income - Creating Not included
« Philanthropy advice ¢ $ = e S 7 an income stream + Client entertainment

jo - .

e Art related » Art-secured lending * Internal education

inheritance * Artsponsoring

& estate planning

@\

 Corporate collection

= Securitization

© 2019 Deloitte Tax & Consulting 33



Art & Wealth Management
Strong arguments for including art in wealth management service offering

Figure 18. Do you think that art and collectibles should be part of a wealth management offering?

% answering Yes - Source: Deloitte Luxembourg and ArtTactic Art & Finance Keport 2079
100%

88%

90% 86%

82% 86%

80% 78% 81%
oo 80%

. percent

66% of wealth managers said they

thought there was a convincing
argument for including art in their
wealth management service offering

60%

50%

40%

30%

20%

10%

Collectors want more from
2011 2012 2014 2015 2017 2019 their trusted advisors

0%

B Strong awareness among wealth managers =0= Art Professionals =o0= Art Collectors =0= Wealth Managers

Value propositions focused on personal and emotional connections will become
© 2019 Deloitte Tax & Consulting increasingly important as a way to stand out from the competition 34



Shift towards a more financially motivated art ownership model

Figure 13. Collectors: which of the following motivations are most important

in buying art?

100%

BO%

40%

20%

8%

2011

——
——
——

2012

Emational Value
Luxury Good
Investment Returns
Safe haven

Partfolio Diversification
Inflation Hedge

Social Value

© 2019 Deloitte Tax & Consulting

2014 2016 2017 2019

Changing
perceptions
around the
financial aspects
of art ownership

Figure 14. Emotion vs investment: why do your clients buy art? (art professionals)

2017

2016 [

0% 20% 40% 60% 80% 100%

B Investment purpose | | Collecting purpose [ ] Collecting purpose but
with an investment view

Figure 15. Emotion vs investment: why do you buy art? (art collectors)

e Artfoenc Art & Finar
2019

2017 [EiL

2016 [

0% 20% 40% 60% 80% 100%

M Investment purpose B Collecting purpose B Collecting purpose but
with an investment view
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Art & Wealth Management
Demand & future supply for art wealth management services

Figure 16. Collectors: which of the art wealth management services are most relevant to you? 1 : i , i
8 B y Figure 19. Future: which services will you focus on in the next 12 months?

B0%

T
T0%
60%
50%
409
40%
30%
0%
o c |
20% e Art-Secured Lending
Art estment Funds
1 0% 0 i
=0= Art & Philanthropy
-
) . o
o o . . . 10%
2011 2012 2014 2016 2017 2019 5
Art & Finance
=0 |rvestmMent funds  ==o= Art Philanthrophy Collection management Art & Estate planning Future Indicator
=0= Art Market Research and Information - A advisory =0 At Waluation/Appraisal 201 2012 2014 016 2017 1
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Top art-related services offered by wealth managers
Client Engagement & Art Wealth Planning Services rank high in this year’s survey

Estate Planning Client Entertainment Education Art advisory
77%o of wealth managers « 77% of wealth managers « 719% of wealth managers «  69% of wealth managers
said they offered this said they offered this said they offered this said they offered this
service service service service
889%o of this was done « 889% of this was done « 739%o of this was done « 5390 of this was

in-house in-house in-house outsourced to 3™ parties

© 2019 Deloitte Tax & Consulting 37



Consolidated reporting is needed

Collectors increasingly see their art as an integral part of their total wealth

"Nowadays it has become
almost a kind of social
responsibility to give the
general public the chance
to see artworks that had
previously been kept

behind closed doors.”

Christian Kaspar Schwarm, Founder
of Independent Collectors

© 2019 Deloitte Tax & Consulting

Figure 20. Future trend: do you expect your clients to want to include art and
other collectible assets in their wealth reports so as to have a consolidated
overview of their wealth and a better understanding of their exposure?

B0%

70%

B0%

50%

40%

0%

20%

10%

40
23% I
201 2012

W wealth m anagers

B collectors

Art-related wealth and consolidated
reporting

67 percent of wealth managers said they
expected their clients to wani to include art
and cther collectible assets in their wealth
have a consolidated
vealth and have a

reports in arder

averview of th
better unders

ng of ther expasure
{compared with 69 percent who said the
same in 2017). There was no difference of
opinion between private banks and family
offices on this paint.

Although private banks are aware aof the
need for cansolidated reparting, anly 28
ently offered this

In contrast, 77 percent of family
offices said they already included art and
other collectible assets in their clients’
weaith reports.

This year, 84 percent of collectars and

art professianals surveyed said that their
clients were likely towant to include art
and other collectible assets in their wealth
reports. Again, this finding suggests that
there is a difference between what wealth
managers are offering and what their
clients would like 1o see.

This could represent an apportunity for
wealth managers and be an effective

way to introduce an art-related wealth
mansgement affering in arder to offer a
proactive and meaningful value proposition
to clients
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Art & Wealth Management
Challenges in developing and delivering art wealth management services

Figure 24, Wealth managers: what do you see as the biggest challenge in offering art-related services/products?
Source: Deloitte Luxembourg and ArtTactic Art & Finance Report 2019

Transparency |
Lack of information and research on these markets 50%

Expertise - Difficult to find the right expertise m‘m 55% LaCk Of transparency and
=

art market regulation,

Unregulated nature of the art and ColectDles market B ——————— 5% combined with the difficulties
finding the right expertise
Costs/Benefit -Easy to measure the costs, =gm are perceived as the biggest
but difficult to measure the benefits I 5% chaIIenges facing wealth
b managers when developing

Lack of Internal expertise _—mlssw art related services.

Lack of interest internally in focusing on I 7

art-related services IS 75

0%  10% 20% 30% 40% 50% 60% 70% 80%

Wz W27 W 2016
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Art & Finance Report 2019
Art & Estate Planning
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Art & Estate Planning : most relevant service for 76% of collectors

Figure 24. My clients have estate plans
that suff'ciently address their
art collectlon

_II"_n’ |’I (5|

ourg and

Wealth
Managers
2019

Wealth
Managers
2017

10%

27%

| REE Not sure - e

Figure 26. Private banks: my clients maintain an inventory of their collection that
at a minimum identifies each piece, its present location, and its approximate
value SO that we could help to admlnlster the estate without the collector’s input

Source: Deloitte Luxembourg and ArtTactic Art & Finance Report 2018

I'm not sure, we haven't discussed it | e

No, we've discussed it and have decided [

not to do it right now

No, but we're thinking about doing that |

" I 2 5 %)
Yes, but it's probably outdated .

Yes, and we keep it updated | "

T

0% 5% 10% 15% 20% 25% 30% 35%

. Private Banks 2019 Private Banks 2017 o

© 2019 Deloitte Tax & Consulting

New transparency requirements!!!

41



Art & Finance Report 2019
Art-Secured Lending
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Art-Secured Lending Market

Estimated $21-24bn loans outstanding against art in 2019

Collectors would be
interested in using their art
collection as a collateral for a
loan (up from 57% in 2017).

Private banks:
$18-20bn

Arts professionals surveyed
said that art-secured lending

most relevant service.

Auction Houses
$1.3-1.9bn

wn

|

o
©

C
@

e

S

&'\.

©
o

U4
5
)

)

o)
M

Private banks in Europe

surveyed said they would
« Estimated 10% annual growth between 2016 and 2018 focus on this area in the

« Approximately 90% of the market in the US coming 12 months.
+ 90-929% of the loans are to individuals, the remaining share is to the art trade.
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Art-Secured Lending Market

Key Challenges

&

\/

Assessing Risks

« 719% of wealth managers .
said difficulties in assessing
risks was a key obstacle to
provide art—backed loans
(same as in 2017)

© 2019 Deloitte Tax & Consulting

\/

Lack of liquidity

66%o of wealth managers
said that lack of market
liquidity was a key obstacle
to provide art—backed
loans (down from 73% in
2017)

Valuation

639%o of wealth managers
said that lack of mark-to-
market valuation was a key
obstacle to provide art—
backed loans (down from
71% in 2017)

Lack of regulation

61%o of wealth managers
said that lack of regulation
was a key obstacle to

provide art—backed loans
(down from 71% in 2017)
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Art & Finance Report 2019
Art Investment — A Changing Landscape
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Art Investment
Return and Correlation

Art is thought of as an asset class that holds its value

Figure 30. artnet Price Indices: Top 100 Artists

Seurce. 20719 © artnet Woridwide Corporatior
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artnet Index for Top 10 Artists

2172018
9142018

Growth 2000 - 2018

CAGR for Top 100 artists: 8% vs 3%
for S&P 500

CAGR of between 2% and 9% across

the various collecting categories

Correlation

Across the board for all collecting
categories, art as an asset class has a
stronger positive correlation with the
price of gold indicating art more as a

value-preserving asset class than

as an investment vehicle /
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Art Investment
"The Holding Period Effect”

Contemporary Art < 3years 3-10 years > 10 years
Number of repeat sales 681 2,423 2,453
Median CAR 7.0% 3.8% 7.5%
% resold for higher price 65% 64% 88%
Impressionist & Modern Art < 3years 3-10 years > 10 years
Number of repeat sales 373 1,359 3,280
Median CAR 5.4% 1.4% 3.7%

% resold for higher price 57% 59% 80%

© 2019 Deloitte Tax & Consulting

A total of 88% of Contemporary works and
80% of Impressionist & Modern works held for
over ten years had a resale price higher than
their purchase price and less volatile Compound
Annual Returns.

Q

Most auction consignors who held works of
art for at least ten years benefitted from the
“holding period effect” as their art grew

in value.
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Art Investment
Art Investment Models

Figure 42. In terms of investing in art, which of the following art investment

products would be of most interest to you? Broadening the offering for different kinds of art
investments:
Saclal Responsiale Investment This year’s survey shows a broad interest in different
praducts in Culture (a5 already exists for 31% z i “
environment and ed_ication) ks types of art investment models from social impact
investment models to fractional ownership models,
Dermatie oroducrs T 14 and derivative products, as well as traditional art
ernvative products &
gl I 3 investment funds.

hedging products
RETEPERE — v

Fractional Investments =

(l.e.Securlty tokens linked to an artwork) -
10% @

Art | fund c g .
e — o Could private-public partnerships pave the way
for new social impact investment models in the
o6 om  oow  am  am sow 6o cultural sector?
B Wwealth Manzgers B Collectors B Art Professionals
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Art & Finance Report 2019
Art & Technology
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Art & Technology
New Art & Tech Eco-system emerging

Generation 1:
Selling Art Online
(transactions)

Online Platforms
- Artsy

- Artspace

- artnet

- SaatchiArt

- Invaluable

- LiveAuctioneer
etc..

Generation 2:
Trust & Transparency
(support services)

Blockchain AI - Data Analysis
- Artory - Wondeur

- Verisart

- Arteia

- Art4Technologies

User cases: Provenance tracking, certification,
standardization.

Art Investment
(new ownership models)

Fractional Ownership
- Masterworks

- Maecenas

- Feral Horses

- Look Lateral

Slowing Growth: 9.8% online sales growth 2018 (down from 12% growth).
NextGen buying habits: More Millennials bought art online in the last 12 months, and 79% said they had bought more than once
(up from 64% last year).

© 2019 Deloitte Tax & Consulting




Art & Technology

ArtTech Investment Trends

Type of Business (#)

ArtTech
startups
funding by %,

2000-2018

Source: Fuelarts

Type of Business (US$)

Transactions
50%

Logistics & Collection
Management
15%

Data
10%

Discovery & Social
25%

Type of Technology

ArtTech
startups
emerged
after 2017

Source: Fuelarts

Type of Investor

Without blockchain
20%

B Using blockchain
technology
80%

Is there a need
for a new

investor model
in the Art & Tech

Industry?
M Transactions
$438,900,000
Institutional Investors
ArtTech Logistics & Collection 38%
startups funding Management Investors of B Tech Companies
by numbers, $15,200,000 ArtTech startups, 24%
2000:2013 B Data Ry category B Art Collectors
Source: Fuelarts $T 07‘0001000 Sourre: Fuelorts 33%
B Discovery & Social W Crowd-Investing (ICO)
5%

$25,800,000
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Art & Technology

Which areas will technology have the most impact?

© 2019 Deloitte Tax & Consulting

Information and educating

Broadening the investor/collector
base for art

Creating more transparency

Creating more market liquidity

Reduce transaction cost

Improving valuation

Increasing demand for art investments

Improving provenance and traceability

Leading to a more regulated market

Improving authenticity

51%

47%
48%

52%
48%
49%

|
58
64%

35%
43%
48%

53%
56%
51%

79%

B4%

|
76%
75%)

76%

73%

79%

?6?&

B9%
80%
75%

84%

0% 10% 20% 30% 40% 50% 50% 70% 80%

M ‘Wealth Managers-2019 [l Collectors-2019 M Art Professionals - 2019

90%
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Art & Finance Report 2019
Regulation and Risk Management
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Regulation and Risk Management
Main threats to the reputation of the art market

Figure 50. Which of the following sues do you feel are the most threatening/damsging to the reputation of the art market?
Sewaren: Dot Lumaibauryg avid Arelictic AT & Financs Rpart X000

Authenticicy, lack of provenance, - Figure 51. What level of trust do you have in the art market data (qualitative &
RHEIEY S8 SO quantitative) currently available? (Percentage respondents saying 4 or 5)

Source:De gt and ArtTectc Art & Finamce

Lack of rransparency

Price manipulation and other
anti-competithve behadour

Lack of title register / unigue identifier - - - - - .
far abjects m n m m = Art Professionnals

Lack of intermational standands arouwnd
profestional qualifications in e art market

Maoney sundering

Collectors
Undisdosed conflicts =it

ofinterest
Secret commissions

Insider dealing Wealth Ma nagers

Confidentiality srownd
the sellers and buyers

Action Eacantees D i 10% 5% 20% 250 30% 35%

I Wesith Marsgers 2018 [l Collectors 2019 Art Professionsts 2015
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Regulation and Risk Management
Government vs Self-Regulation

Figure 52. Wealth managers: which regulatory approach do you favor when it
comes to establishing trust and credibility in the art market?

Source: Deloitte Luxembourg and ArtTactic Art & Finance Report 2019
|
Wealth Managers 2019 54% 46%
Wealth Managers 2017 60% 40%
Wealth Managers 2016 64% 36%
| | |
0% 20% 40% 60% 80% 100%

Figure 53. Collectors: which regulatory approach do you favor when it comes to
establlshmg trust and cred |h|llty in the art market"

Saurce; Delaitte Luxembourg and Artlc t& Financ 2019

Collectors 2019

Collecters 2017

Collectors 2016

0% 20% 40% 50% S{I}% 100%
© 2019 Deloitte Tax & Consulting

There are mounting
calls for art business
practices to be

More wealth managers believe modernized :
lati il Vs 77 81% of art collectors
regulation will establish more 80% of art

professionals
76% of wealth
managers

trust in the art market '

B Self-Regulation

M Government Regulation

Figure 54. Art professionals: which regulatory approach do you favor when it
comes to establishing trust and credibility in the art market?
Source: Deloitte Luxembourg ond ArtTactic Art & Finance Report 2019

Art Professionals 2019 72% 28%
Art Professionals 2017 77% 23%
Art Professionals 2016 76% 24%
|
0% 20% 40% 60% 80% 100%
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Regulation and Risk Management
Anti-Money Laundering & the Art Market

By January 2020, all EU
member states are due
to transpose Directive
2018/843 (also referred
to as the fifth anti-money
laundering directive, or
AMLDYS) into national law

© 2019 Deloitte Tax & Consulting

The fifth directive extends
its scope to “"persons
trading or acting as
intermediaries in the
trade of works of art,
including when this is
carried out by art galleries
and auction houses, where
the value of the transaction
or series of linked
transactions amounts to
€10,000 or more”
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Priorities

Wealth managers need
to rethink the client
experience and take a
new strategic approach
to art and wealth

management

© 2019 Deloitte Tax & Consulting

Collaboration between Supporting ArtTech: Social impact

Art & Finance new investment investment models for
stakeholders is models required art and culture should
essential in order to be explored

develop common
guidelines and
standards to address
deteriorating trust in
the art market

8))e))5))®

The new anti-money
laundering regulation
is an opportunity for
the art industry to
become a more
transparent and
trusted marketplace
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Agenda
Afternoon program

TIME FRAME SUBJECT SPEAKERS
14:00 | 15:00 Panel 3 Moderator: Simon de Pury - Founder and Owner, de Pury
Transformation of Fh_e artmarket Panelists: Tiqui Atencio - Art Collector
by 2030: opportunities and challenges for Martin Guesnet - Senior Associate Director, Artcurial
art collectors . .
Dr. Thomas Kellein - Director, Bergos Berenberg Art Consult
David Nahmad - Art Collector
Sophie Neuendorf - VP, Strategic Partnerships, artnet
15:00 | 16:00 Panel 4 Moderator: Solenne Blanc - Managing Director, New BusinessLines, Beaux-Art & Cie
How collectors can better manage Panelists: Curt Bilby - President & CEO, Art Analysis & Research
their collection and reduce risks through Nanne Dekking - Founder and CEO, Artory
technolo ! .
ay Philippe Gellman - Co-founder and CEO, Artefa
Niko Kipouros - Founder & CEO, 4ARTechnologies
Dorit Straus - Senior Advisor, Wondeur Al
16:00 | 16:30 Coffee break - Salon de la mer
16:30 | 17:30 Panel 5 Moderator: Henry Blundell - CEO, MasterArt
Private Museums: trends and the Panelists: Vitomir Jevremovic - Founder & CEO, VR-AIlI-Art

impact of Virtual Reality

Joel Kremer - Co-founder & Director, The Kremer Collection

Sylvain Levy - Co-founder, DSLcollection
Allegra Shorto - Art Director, Khora Contemporary - Faurschou Foundation

17:30 | 17:45 Closing Speech
(with consecutive translation)

Inna Bazhenova
Owner, Publisher, The Art Newspaper international network

17:45 | 18:00 Closing Remarks

Guillaume Rose
CEO, Monaco Economic Board

18:00 | 19:00 Cocktail reception - Horizon deck

© 2019 Deloitte Tax & Consulting
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Panel 3

Transformation of the art market
by 2030:

Opportunities and challenges for
art collectors

Simon de Pury
Founder and Owner,
de Pury

12th Art & Finance Conference | 14 October 2019
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Panel 3
Transformation of the art market by 2030:

Opportunities and challenges for art collectors

Simon de Pury
Founder and Owner
de Pury

Dr. Thomas Kellein
Director
Bergos Berenberg Art Consult

Martin Guesnet

Senior Associate Director
Artcurial

Tiqui Atencio
Art Collector

Sophie Neuendorf
VP, Strategic Partnerships
artnet

i DEVWT I ELInET
= ‘a8 Art Collector
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Panel 4

How collectors can better
manage their collection and
reduce risks through technology

Solenne Blanc
Managing Director
New Business Lines
Beaux-Art & Cie

12th Art & Finance Conference | 14 October 2019
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Panel 4

How collectors can better manage their collection
and reduce risks through technology

Solenne Blanc
Managing Director
New Business Lines
Beaux-Art & Cie

Curt Bilby
President & CEO
Art Analysis & Research

Niko Kipouros
Founder & CEO
4ARTechnologies

© 2019 Deloitte Tax & Consulting

Nanne Dekking
Founder and CEO
Artory

Dorit Straus
Senior Advisor
Wondeur Al

Philippe Gellman
Co-founder and CEO
Arteia
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Panel 5

Private Museums:
Trends and the impact
of Virtual Reality

Henry Blundell
CEO

MasterArt

12th Art & Finance Conference | 14 October 2019
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Panel 5

Private Museums:
Trends and the impact of Virtual Reality

Henry Blundell
CEO
MasterArt

Joel Kremer
Co-founder & Director
The Kremer Collection

Vitomir Jevremovic
Founder & CEO
VR-AIl-Art

Allegra Shorto
Art Director
Khora Contemporary - Faurschou Foundation

Sylvain Levy
Co-founder
DSLcollection

© 2019 Deloitte Tax & Consulting

65



Panel 5

Private Museums:
Trends and the impact of Virtual Reality

Sylvain Levy
Co-founder
DSLcollection

© 2019 Deloitte Tax & Consulting
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DSLcollection
A familly adventure

© 2019 Deloitte Tax & Consulting
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GOING PUBLIC
The challenges

With a $450 Million Expansion,

MoMA Is Bigger. Is That Better?

The museum added 47,000 square feet of gallery space, a

spiffy new canopy and a restaurant. “Its smart, surgical,

sprawling and slightly soulless,” our eritic writes.

© 2019 Deloitte Tax & Consulting

Sustainability

I Revenue vs. Expenses per Visitor

On average, most visitors spend under $8 per museum visit, including
the cost of admission and any ancillary purchases. Since 1 age .
investment per visitor is $563, visilation revenue only covers 15% of the ﬂn

total expense for each individual, As previously seen, admissions revenue

compriges only 7% of the total average revenue for art museums. $53.17
Source: 220 AAMD muteums across tha U.S., Canada, and Mesic
& ==
$7 93
$3.70
J——
Revenue per Visitor Ravanuu per \hsltur Art Museum Expanm
(admissions) (admissions, shop, per Visitor

and restaurant)

Revenue per visitor: $ 8
Expenses per visitors: $ 53

Longetivity

La Maison Rouge, a Parisian Gem, Will Close in
2018

MNews of the closure came as a surprise.

Lorena Mufioz-Alonso, January 12, 2017
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GOING PUBLIC
Our response: To be disruptive and a nomadic collection

Disruption:

A process whereby a smaller company
with fewer resources is able to

successfully challenge incumbent
businesses.

© 2019 Deloitte Tax & Consulting
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GOING PUBLIC
To be phy-gital

18.114

persons view this post

1 3 4 comments

[ I Jet]

crmais
Rescrions
Qe.QREGO

o 0
&y uke S commen 2y share Top Commants =

=

[ef 818 views. of your post in te fued
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GOING PUBLIC
From a website to a virtual museum

Sl e e

ferrs e B oy
N = P ——— h ) F‘ K = L ey o T al a
Seconc T€& T » Z 1 1
- ¥ J[ﬂ:.\ 1l B el % y A"
e e s = = =

|

3D museum 2009

DSL Cyber MoCA
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GOING PUBLIC
Our main takeaways

MORI Building DIGITAL ART MUSEUM: teamLab Borderless in
Tokyo marks 1 million visitors in first five months of
operation

3 & Jos Kleiman & Asia, Atiractions, Museums, News

As Museums Fall in Love With
‘Experiences,’ Their Core Missions Face
Redefinition

Experience has become a buzzword in marketing—and now it's
museums' favorite noun, too.

Naomi Rea, March 14, 2019

Opened on June 21, 2018, MORI Building DIGITAL ART MUSEUM: teamLab Borderless in Tokyo, a

© 2019 Deloitte Tax & Consulting

Motivators For Cultural Participation

To—
v e s
P—
]

Interacting with athers

Feeling transported
™ 81 % is for having fun

Gives life a deeper meaning.

Connecting to my community
Bettering health/well-being
Grew up participating .

Beingable to go by myse!f | ]| The evolution of culture.

20 40
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2005-2019: TAKEAWAYS OF GOING PUBLIC

BEING ACCESSIBLE BEYOND THE WALLS REACHING THE MISSING AUDIENCE

Virtual reality brings Barnes collection

VR Tour of Versailles Lets You S ed sy mu e
: e ' ; neighborhoods
Fxplore the Historic Chateau in |g r
Dazzling Detail

The future of sightseeing: Skip the lineup and see the Mona Lisa in VR
instead

O mmepas [ vjolc]slal.)
WA 2T S e

Silver hair group: China's new driver of the digital economy

(People's Daily Online)  0%:54, October 12, 2019 *  Follow on Apple News

© 2019 Deloitte Tax & Consulting
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FINAL THOUGHT

THE NEW HUMANISM

© 2019 Deloitte Tax & Consulting 74



Panel 5

Private Museums:
Trends and the impact of Virtual Reality

Vitomir Jevremovic
Founder & CEO
VR-AIl-Art

© 2019 Deloitte Tax & Consulting
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Platform for creating Virtual Reality exhibitions

VR-ALL-ART is a platform and a new marketplace for
collectors, galleries, museums and the general public to exhibit,
explore and acquire art in the virtual and augmented worlds.

VR-ALL-ART sets the foundation for an unprecedented
evolution of art exhibitions, art spaces and art trading.

Noospheres © Lina Sinisterra (2019)

© 2019 Deloitte Tax & Consulting




Panel 5

Private Museums:
Trends and the impact of Virtual Reality

Joel Kremer
Co-founder & Director
The Kremer Collection




Panel 5

Private Museums:
Trends and the impact of Virtual Reality

Allegra Shorto

Art Director
Khora Contemporary - Faurschou Foundation

© 2019 Deloitte Tax & Consulting
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CLOSING SPEECH

Inna Bazhenova
Owner, Publisher
The Art Newspaper international network

12th Art & Finance Conference | 14 October 2019
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For hundreds of years the art market has been
one of the most closed and conservative of all
the markets known to us.

THE AR1=xchange

theart.exchange platform will bring together art, finance,
and innovative technologies in a unique combination which
will be used for selling and buying works of art.

Our aim is to expand the art market and make art more
accessible for investment and financial operations.

© 2019 Deloitte Tax & Consulting 81



CLOSING REMARKS

Guillaume Rose
CEO
Monaco Economic Board

12th Art & Finance Conference | 14 October 2019
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Our Sponsors and Media Promoters

Main Sponsor

ROSEMONT
International

Bronze Sponsors

ARTCURIAL 4 BERSRE..- ARTEIA

AA
Media Promoters

wildgen

LUXEMBOURG LAW FIRM

L
FAMILYOFFICE — (uotidien ~ MASTERART

R ZA THE WORLD'S LEADING ART & ANTIQUE DEALERS
@ de PArt

THE ART NEWSPAPER ~ artnet’

EXCELLENCE

MAGAZINE.LUXURY
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Contacts

© 2019 Deloitte Tax & Consulting

Vincent Gouverneur
Partner

EMEA Investment Management Leader
Art & Finance Leader
Deloitte Luxembourg

vgouverneur@deloitte.lu

Adriano Picinati di Torcello
Director

Advisory & Consulting

Global Art & Finance Coordinator
Deloitte Luxembourg

apicinatiditorcello@deloitte.lu
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THANK YOU!

New Collector Trends in Art & Finance
12th Art & Finance Conference - 14 October 2019

© 2019 Deloitte Tax & Consulting
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