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Fine art has long been considered a valuable asset, with its beauty and cultural significance
driving demand and high prices at auction. However, in recent years, the art world has
increasingly recognized the potential of fine art as an impact investment. 

Unlike traditional investments that focus solely on financial returns, impact investments aim
to generate positive social or environmental outcomes and generate financial returns.

What is Impact Investing?

Impact investing is an investment strategy that aims to produce not only financial returns but
also positive social or environmental impact. The purpose of impact investing is to use
investment capital to support solutions to social or environmental challenges, such as
poverty, climate change and inequality.

https://insights.masterworks.com/alternative-investments/art-impact-investment/
https://insights.masterworks.com/art/auctions/what-were-the-market-trends-of-ny-fall-2022-auctions/
https://insights.masterworks.com/finance/environmental-social-and-governance-all-about-esg-investing/
https://insights.masterworks.com/art/irl/what-is-platform-earth-how-can-art-help-reverse-climate-change/
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In the current market, these investments tend to take the form of private equity or debt
instruments, although the asset class is expanding. Impact investors are typically individuals
or institutions (e.g. foundations, philanthropic funders or pension fund managers) who are
interested in using their capital to create positive social and environmental change and make
a profit.

Impact investing is often contrasted with traditional investing, where the focus is on
generating financial returns, and social or environmental considerations are either not
considered, or are of secondary concern. In contrast, impact investors prioritize both financial
returns and positive impact.

The impact of impact investing can be measured using various metrics, such as the United
Nations’ Sustainable Development Goals (SDGs), social return on investment (SROI), or
environmental impact assessments. The impact measurement helps investors track their
investments’ effectiveness and ensure they are meeting their impact goals.

Overall, impact investing is a growing field, with more investors and institutions seeking to
use their capital to create positive social and environmental change as well as financial
returns.

Financial Returns on Impact Investments

JP Morgan worked with the Global Impact Investing Network (GIIN) to release a report on
impact investing as an emerging asset class. Their research found that expectations for
financial returns vary greatly among investors.

Some aim for returns that are competitive with or even better than traditional investment
benchmarks, while others accept that their impact investments may yield lower returns in
order to prioritize a social impact.

JP Morgan found that returns on impact investments in emerging markets tend to outperform
their traditional emerging market counterparts, while developed markets are in-line or slightly
lagging.

Of course, this focuses on purely short-term financial returns and does not take into account
the financial risks of not addressing social and environmental issues over the long term.

Impact Investing in the Arts

Impact investing in the creative economy is gaining popularity as investors seek to use their
capital to achieve financial and social returns.

By investing in creative enterprises, impact investors can support the development of the
arts, culture and other forms of creative expression while also generating financial returns.

https://thegiin.org/assets/documents/Impact%20Investments%20an%20Emerging%20Asset%20Class2.pdf
https://insights.masterworks.com/finance/the-difference-between-long-term-and-short-term-investing/
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What is the Creative Economy?

The creative economy encompasses a wide range of sectors, from fashion and design to film
and music, and is a significant contributor to economic growth and job creation.

According to the US Bureau of Economic Activity, the arts & culture sector accounts for more
than $870 billion — 4.2% of the US GDP — as of 2020. The figure fell from 2019 levels due
to weakened investment in cultural institutions and entrepreneurship during the COVID-19
pandemic.

The North American Industry Classification System (NAICS) defines the creative economy
as:

Ethical Fashion: Businesses in the fashion industry that take proactive measures to
address labor issues, environmental impact, governance, and cultural heritage
preservation are considered to be responsible producers of clothing, shoes, jewelry
and accessories.
Sustainable Food: Businesses that offer food and beverage products and experiences
which actively address and promote awareness of the conservation of resources,
preservation of cultural heritage and accessibility to healthy food
Social Impact Media: Businesses that utilize communication, storytelling and
technology to promote positive social impact on a large scale, amplify
underrepresented voices and foster a diverse workforce
Other Creative Businesses: Additional businesses in the art, design, culture and
heritage industries that operate sustainably, provide high-quality jobs and have a
positive social impact in their production and distribution processes.
Creative Places: Real estate developments and cultural institutions that provide
affordable housing or retail space for creatives or businesses in creative industries
such as art museums and theaters.

Social Impacts of the Arts

Upstart Co-Lab, a non-profit organization created by Laura Callanan to promote and support
impact investing in the creative economy, released a report on investable opportunities in the
creative economy.

This report found that the inclusion of creative industries has a stabilizing effect on
communities and regions in many ways — by attracting and cultivating high-quality jobs for
social entrepreneurs and artists and by supporting community development and education.

The founders of some of the most successful companies in the Internet era are artists and
designers. The intersection of sustainability and the creative sector is already evident in
certified B Corporations such as Kickstarter and Etsy. 

https://www.bea.gov/news/2022/arts-and-cultural-production-satellite-account-us-and-states-2020
https://upstartco-lab.org/wp-content/uploads/2017/03/170320-CPB-Final-Report.pdf
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A B Corporation is a for-profit company that has committed to meeting certain social and
environmental standards in addition to its financial goals.

10% of B Corporations in the United States operate in creative industries, creating both
social impact and financial returns. This suggests the potential that emerges when the
creative economy and sustainability converge.

Examples of Social Impact Investments in the Creative Economy

The potential of the creative economy to involve and inspire more conscientious consumers
presents an opportunity to realize the advantages of ethical and sustainable supply chains
and the full potential of media to effect positive change.

There are various examples of initiatives that have the potential for impact investing. Likely
the most common type of investment in the arts is a direct investment in the production of
artwork such as a Broadway musical or a piece of fine art.

Additional examples include:

Newark CEDC’s Makers Village: Newark’s economic development branch created the
Makers Village, which offers studios and commercial storefronts for a subsidized price
to creatives to rent.

Community Investment Management (CIM) is an impact investment manager that
provides responsible innovation in lending to small businesses and underserved
borrowers. CIM invests in non-bank lenders, including online marketplace lending
platforms that fund women, BIPOC, and veteran-owned businesses.
LISC New York City Inclusive Creative Economy Fund is an impact investment fund
that finances affordable workspaces in New York City for creative businesses.
Purpose Evergreen Capital GmbH & Co. KGaA (PEC) is a holding company that
invests in mature, profitable companies aligned with UN Sustainable Development
Goals.

These four impact investment opportunities are examples of institutional impact investing in
the creative economy, which has become an increasingly popular source of investment
capital over the past decade.

Additionally, cultural institutions are emerging as a potential source of impact investment
capital.

Endowments as Impact Investments
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Although direct impact investment in arts institutions is a relatively new field, numerous art
museums have started to participate in impact investing by utilizing their endowments to
invest for social benefit.

The Association of Art Museum Directors and the Black Trustee Alliance for Art Museums
partnered with Upstart Co-Lab to conduct a unique survey of impact investing activity in US
art museums.

They found that only 1/3 of art museums engage in impact investing compared to almost half
of all colleges and universities.

While this number has grown in recent years, there is still massive room for growth. There
are numerous examples of how these cultural institutions could invest in social betterment.

The Louvre adopted mission-aligned investing by allocating 5% of its endowment
toward investments its stated missions including cultural heritage and education.
The Field Museum and California Institute of Art, and many others, have divested
their endowments from fossil fuels and other investments that don’t align with their
values.
The Baltimore Walters Art Museum increased its percentage of diversity across
endowment fund managers.

Is Fine Art an Impact Investment?

In general, impact investments are investments made with the intention of generating both a
financial return and a positive environmental or social impact.

Read More: What is Protest Art?

When it comes to fine art investments, there are a few ways in which an artwork can be
considered an impact investment:

1. Artwork that promotes social or environmental causes: Some artwork is
specifically created to raise awareness or funds for social or environmental causes.
Investing in these artworks can be considered an impact investment, as the investment
is directly supporting a cause.

2. Artwork that has historical or cultural significance: Investing in artwork with
historical or cultural significance can also be considered an impact investment, as it
helps preserve and promote cultural heritage.

3. Artwork that supports artists from underrepresented communities: Investing in
artwork created by artists from underrepresented communities can be considered an
impact investment, as it supports diversity and promotes social equity.

https://insights.masterworks.com/art/history/what-is-protest-art/
https://insights.masterworks.com/alternative-investments/art-investing/a-beginners-guide-to-investing-in-art-2/
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It’s important to note that not all fine art investments are impact investments. As with any
investment, it’s important to research and understand your potential social and financial
impacts before making a decision.

How Does Impact Investing in the Arts Work?

There are a few different approaches to impact investing in the creative economy. One is to
invest in businesses that have a social or environmental mission, such as a fashion brand
that uses sustainable materials or a film studio that prioritizes diverse representation.

Another approach is to invest in funds that focus on the creative economy, allowing investors
to support a range of businesses and projects across multiple sectors.

Impact investing in fine art involves using capital to achieve both financial and social returns
in the art industry. Here are a few ways to do it:

1. Invest in socially responsible art funds: There are a growing number of art funds
that focus on socially responsible investments, such as supporting artists from
underrepresented communities or promoting environmental sustainability in the art
industry. These funds provide investors with a way to support the arts while also
generating financial returns.

2. Support cultural institutions: Arts organizations such as galleries and museums are
critical to the development and promotion of artists and their work. Impact investors can
support these organizations by providing financing for exhibitions, programs, and
acquisitions. This support helps to sustain the art ecosystem and promote the arts as a
social and cultural good. In the U.S., endowed museums, performing arts centers and
other artistic institutions have more than $58 billion in assets under management.

3. Invest in individual artists: Impact investors can provide financial support to
individual artists by commissioning work, purchasing art directly from artists, or
providing financing for projects. This type of support helps to promote the career
development of artists and supports the creation of new work.

4. Promote art education and accessibility: Impact investors can support art education
and accessibility by providing funding for programs that promote art education and
make art more accessible to underrepresented communities. This type of support helps
to broaden the reach of the arts and promote cultural diversity.

Overall, impact investing in fine art offers an opportunity to support the arts while generating
financial returns. By investing in socially responsible art funds, supporting galleries and
museums, investing in individual artists, and promoting art education and accessibility,
impact investors can make a significant contribution to the development and sustainability of
the art industry.

Read More: What Is Platform Earth & How Can Art Help Reverse Climate Change?

https://insights.masterworks.com/art/irl/what-is-platform-earth-how-can-art-help-reverse-climate-change/
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Regardless of the approach, impact investing in the creative economy offers an opportunity
to support the development of the arts and culture while also generating a financial return. As
the creative economy continues to grow in importance, impact investors are well-positioned
to make a significant contribution to its success.

Invest in Shares of Contemporary Art Through Masterworks

For individual investors with a passion for the arts but maybe without the millions needed to
purchase a piece of blue chip art, Masterworks offers a unique opportunity to invest in the
shares of fine artworks. 

Masterworks is the largest platform for investing in fractional shares of fine art, making it
accessible to a wider range of investors.

The platform allows you to invest in blue-chip artworks by diverse artists and those who
address social issues through their work — Jean-Michel Basquiat, Keith Haring, Banksy,
Yayoi Kusama and Cecily Brown. With Masterworks, you can make a sound financial
investment while also supporting meaningful art and impactful social change.

Read More: Social Activism in Basquiat’s Work

Compared to other asset classes, Contemporary Art has shown a price appreciation of
13.8% over the past 26 years, outperforming the S&P 500, real estate, and gold.

Investing in fine art through Masterworks can be an attractive option for those looking for an
alternative investment opportunity with the potential for financial gain and the added benefit
of supporting the art world.

The Bottom Line

Fine art is emerging as a unique and valuable asset class for impact investment, one that
can generate both financial returns and social impact.

By investing in art, impact investors can support artists and creative enterprises, promote
cultural preservation and diversity, and drive positive social and environmental outcomes.

As the art world continues to evolve and embrace new technologies, there is an increasing
number of opportunities for impact investors to make a difference through their investments.

With the potential to deliver significant social, cultural, and economic benefits, art is indeed a
compelling and exciting impact investment opportunity for those looking to make a difference
while potentially generating financial returns.

involves risk. See important disclosures at masterworks.com/cd

https://insights.masterworks.com/alternative-investments/alt-investing-strategies/passion-investing-a-beginners-guide/
https://insights.masterworks.com/alternative-investments/art-investing/what-is-blue-chip-art/
https://insights.masterworks.com/art/artists/banksy/who-is-banksy/
https://insights.masterworks.com/art/artists/understanding-sexuality-in-yayoi-kusamas-art/
https://insights.masterworks.com/art/artists/social-activism-in-basquiats-artwork/
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*[Please note: All investing activities involve risks and art is no exception. Risks associated
with investing through the Masterworks platform include the following: Your ability to trade or
sell your shares is uncertain. Artwork may go down in value and may be sold at a loss.
Artwork is an illiquid investment. Costs and fees will reduce returns. Investing in art is subject
to numerous risks, including physical damage, market risks, economic risks and fraud.
Masterworks has potential conflicts of interest and its interests may not always be aligned
with your interests.

Liquidation timing is uncertain. Expenses and fees are listed in our Offering Circulars. Note:
Fees are 1.5% per annum (in equity), 20% profit share, and certain expenses are allocated
to the investment vehicle. Investors should review the offering circular for a particular offering
to learn more about fees and expenses associated with investing in offerings sponsored by
Masterworks. Masterworks will receive an upfront payment, or “Expense Allocation” which is
intended to be a fixed non-recurring expense allocation for (i) financing commitments, (ii)
Masterworks’ sourcing the Artwork of a series, (iii) all research, data analysis, condition
reports, appraisal, due diligence, travel, currency conversion and legal services to acquire
the Artwork of a series and (iv) the use of the Masterworks Platform and Masterworks
intellectual property. No other expenses associated with the organization of the Company,
any series offering or the purchase and securitization of the Artwork will be paid, directly or
indirectly, by the Company, any series or investors in any series offering. For more
information, see “IMPORTANT DISCLOSURES” at Masterworks.com/cd

This post was sponsored by Masterworks

PBurgess

A published financial writer based in Brooklyn, dedicated to navigating the intricate world of
markets and money. I aim to dissect the complexities of finance, offering readers a clearer
lens into the economic tapestry we all navigate.


