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		Abstract

		Applying variance ratio tests, we measure the size of the random walk component in US art auction prices. The results show that the US art prices have large transitory component which accounts for 72% of the variance of the returns. Due to the large stationary component, the random walk hypothesis of the art prices can be rejected. The components are time-varying due to structural breaks; since 1935 the random walk hypothesis along with the weak-form efficiency cannot be rejected. There are more causes of time-varying components; on the one hand, pre-1935 the data are sparse and the estimation of the fine art index is not so precise as only a few auctions have been recorded and on the other hand, institutional changes occurred on the capital markets after World War II and ultimately, price estimates were introduced in 1973. Based on mean square errors, the Cochrane (1988) method is optimal outperforming the frequently used kernel based estimators.  

We investigate fine wines from an investment theory point of view using Liv-ex indexes. The ARMA spectral weak-form efficiency tests show mixed results. The weak-form efficiency of a portfolio of a typical wine investor cannot be rejected; however, that of other portfolios can be. The violation of the efficiency could result in arbitrage opportunities but this result is not supported by the equilibrium asset pricing models. The performance of “master wines” (defined as the most expensive fine wines) is not significantly different from that of the whole market; that is, the underperformance of masterpieces can be rejected. Investment grade wines can have a significant role in portfolio diversification since they exhibit low correlation with the stock market and the two markets are independent in the long run.   

The role in diversification is strengthened by the fact that fine wines reserve their values even during recessions and they can be thought of as safe havens. We investigate Baedeker guidebooks in their English, French and German versions issued between 1828 and 1945 using an estimated repeat sales regression (RSR) index. Baedeker guidebooks commove along a common factor. The underperformance of masterpieces (the most expensive guidebooks) cannot be shown. “Masters” do not underperform the Baedeker market as a whole and they do not exhibit abnormal performance under the CAPM or the Fama-French three-factor model. The law of one price is not breached; however, there is a slightly significant difference in price levels between the USA and Continental Europe. On the other hand, it can be explained partly by estimation errors and partly by the composition of the market. Based on equilibrium models, the efficiency of the guidebook market cannot be rejected. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Collectibles, Alternative Investments, Market Efficiency

	
	

	
    

    
	

	
	
		JEL Classification: D46, D44, G12, G14, C14

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Erdos,  Péter, Collectibles as Alternative Investments (November 25, 2010).  Available at SSRN: https://ssrn.com/abstract=1715083 or http://dx.doi.org/10.2139/ssrn.1715083 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Péter Erdos (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Budapest University of Technology and Economics  ( email )

			

			
			
				
				
				
					Budafoki ut 8.
Budapest, 1111
Hungary

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research you’d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      685

			

		
		
		
			Abstract Views

			    4,399

		

		
		 
		
			Rank

			   70,447

		

		
	


	

	
		
			
				      142 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Capital Markets: Asset Pricing & Valuation eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Asset Pricing & Valuation eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,023

                                    

                                    
                                        PAPERS

                                           32,409

                                    

                                

                                
                            

                        

                    

                
	
                    Microeconomics: General Equilibrium & Disequilibrium Models of Financial Markets eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: General Equilibrium & Disequilibrium Models of Financial Markets eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,226

                                    

                                    
                                        PAPERS

                                           11,045

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Microeconomics: Production, Market Structure & Pricing eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: Production, Market Structure & Pricing eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              756

                                    

                                    
                                        PAPERS

                                           15,874

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Art as an Investment and the Underperformance of Masterpieces

                        
                            By
                                
                                
                                    
                                    Jianping Mei
                                     and 
                                
                                    
                                    Michael Moses
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Art as an Investment and the Underperformance of Masterpieces

                        
                            By
                                
                                
                                    
                                    Jiangping Mei
                                     and 
                                
                                    
                                    Michael Moses
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        How Did Japanese Investments Influence International Art Prices?

                        
                            By
                                
                                
                                    
                                    Takato Hiraki, 
                                    
                                
                                    
                                    Akitoshi Ito, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            The Careers of Modern Artists: Evidence from Auctions of Contemporary Paintings

                            
                                By
                                    
                                    
                                        
                                        David W. Galenson
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Testing for Reference Dependence: An Application to the Art Market

                            
                                By
                                    
                                    
                                        
                                        Alan Beggs
                                         and 
                                    
                                        
                                        Kathryn Graddy
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Buying Beauty: On Prices and Returns in the Art Market

                            
                                By
                                    
                                    
                                        
                                        Luc Renneboog
                                         and 
                                    
                                        
                                        Christophe Spaenjers
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Art as a Financial Investment

                            
                                By
                                    
                                    
                                        
                                        Rachel A.j. Pownall
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Collateral Value of Fine Art

                            
                                By
                                    
                                    
                                        
                                        Rex Thompson
                                         and 
                                    
                                        
                                        Clare Mcandrew
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.078 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
