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This paper is intended for academic and educational purposes and is not an investment recommendation. The hypothetical models discussed in 
this paper do not reflect the investment performance of any actual product or strategy in existence during the periods tested and there is no 
guarantee that if such product or strategy existed it would have displayed similar performance characteristics. A decision to invest in any product or 
strategy should not be based on the information or conclusions contained herein. 

On December 6, 2018 Bluesky Capital was invited at the Art Decentralized conference during the Art Basel week in 
Miami to discuss the application of blockchain technology, in particular tokenization, to the art industry. The following key 
takeaways emerged: 

• Tokenization has the potential to attract lots of interest in the art industry as an investment in a new asset class in 
terms of portfolio diversification 

• A regulatory framework needs to be developed to define what a token represent on a legal standpoint and provide 
more investment confidence for accredited and institutional investors 

• Art owners will be able to liquidate portions of existing collections through tokenization 

• Accredited investors will be able to invest in art funds who invest in tokenized art and achieve exposure to art as an 
uncorrelated asset class compared to equity and fixed income 
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Andrea is President and Portfolio Manager at Bluesky Capital. Prior to founding Bluesky Capital, Andrea worked as a 
Quant at Sauma Capital, a quantitative hedge fund in New York, and as a management consultant at Ernst & Young. 
Andrea holds an M.S. in Financial Engineering from Columbia University, and an M.S. in Industrial Engineering from the 
University of Rome "La Sapienza". 
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Below are the key takeaways from the conference. 

 

Tokenizing a piece of art consists in creating a dividing the 
ownership of a piece of art in multiple pieces through the 
issuance of a token linked to that piece, which is then 
purchased by multiple investors. This process is equivalent to 
an equity investment in a company, where multiple investors 
buy different shares in a company. 

 

This technology has several benefits and opens up new 
opportunities in the art space, among which: 

 Portfolio diversification: it is now possible for accredited 
investors who want to invest in art as an asset class to buy 
a fractional ownership in a multiple pieces of art and 
achieve exposure to art as an asset class in an optic of 
portfolio diversification 

 Liquidity: tokenization creates liquidity in an illiquid asset 
class since a piece of art can be easily traded on an 
exchange through a token 

 Financing for artists and museums: owners of works of art, 
including art galleries, museums, and private owners can 
obtain financing for their existing art pieces and which can 
in turn be used to expand their collections 

 

The technology itself does not guarantee the authenticity of a 
piece of art itself, which is a work that still needs human 
experts at the beginning. The blockchain technology in fact 
only allows the storage of the information regarding a piece of 
art, such as its provenance, author, etc., on multiple databases 
(ledger). If the initial information stored in the blockchain 
technology is misleading or counterfeited, all the subsequent 
records stored on multiple computers will be as well. This is a 
process analogous to garbage-in garbage-out (GIGO). On the 
other hand, once an initial expert has validated that a piece of 
art is actually authentic and has stored that information in a 
ledger, it is very difficult to tamper that information. 

 

Tokenization is a new technology, so regulation still needs to 
keep up with it. Most likely tokenizing a piece of art and selling 
it to multiple people as an investment configures in a similar 
way to an equity share in a company, so it will probably fall 
under security laws and be regulated by the SEC. 

 

Since selling tokenized pieces of art is similar to an offering of 
securities, in the United States they are usually conducted as a 
private offering to accredited investors under the exemption of 
Rule D. Another possibility is to invest in an art fund, which 
pools money from multiple investors with the purpose of getting 
an exposure to art as an asset class of to generate a return 
above a specified benchmark in the sector. 

 

For now it is difficult for retail investors to participate in 
tokenized pieces of art mainly because of a lack of regulation 
in the sector and absence of art exchange where tokens can 
be freely traded. It is possible that in the future, when both 
regulation and technology will develop for this sector, retail 
investors will be able to own a fraction of an expensive piece of 
art like a multi-million dollar Picasso painting by freely trading 
them on exchanges or investing in an art mutual fund. 

 

Currently artists are happy about the technology since it 
provides an alternative way to monetize their works of art and 
potentially sell their works directly to consumers, bypassing 
galleries, art dealers, and auction houses. It is important to 
underline that the greatest reward will be probably taken by 
famous artists who sell pieces worth millions of dollars, since 
the process of tokenizing and monetizing a piece of art as a 
form of investment makes sense only for expensive works. 

 

We believe that the great potential offered by tokenization to 
create liquidity in an illiquid asset class, the low correlation of 
art as an asset class compared to equity and fixed income, and 
the low returns delivered by traditional asset classes will 
potentially attract substantial interest from institutional 
investors in art as an asset class in an optics of portfolio 
diversification. 
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This report is prepared and circulated for informational and 
educational purposes only and is not an offer to sell or the 
solicitation of an offer to buy any securities or other 
instruments. The information contained herein is not intended 
to provide, and should not be relied upon for investment, 
accounting, legal or tax advice. This document does not 
purport to advise you personally concerning the nature, 
potential, value or suitability of any particular sector, 
geographic region, security, portfolio of securities, transaction, 
investment strategy or other matter. No consideration has been 
given to the specific investment needs or risk-tolerances of any 
recipient. The recipient is reminded that an investment in any 
security is subject to a number of risks including the risk of a 
total loss of capital, and that discussion herein does not 
contain a list or description of relevant risk factors. As always, 
past performance is no guarantee of future results. The 
recipient hereof should make an independent investigation of 
the information described herein, including consulting its own 
tax, legal, accounting and other advisors about the matters 
discussed herein. This report does not constitute any form of 
invitation or inducement by Bluesky Capital to engage in 
investment activity.  

The information contained herein reflects, as of the date 
hereof, the views of Bluesky Capital Advisors, LLC (together 
with its affiliates, “Bluesky Capital”) and sources believed by 
Bluesky Capital to be reliable. No representation or warranty is 
made concerning the accuracy of any data compiled herein. In 
addition, there can be no guarantee that any projection, 
forecast, or opinion in these materials will be realized. Certain 
information contained in the presentation discusses general 
market activity, industry or sector trends, or other broad-based 
economic, market or political conditions and should not be 
construed as research. The views expressed herein may 
change at any time subsequent to the date of issue hereof. 
These materials are provided for informational purposes only, 
and under no circumstances may any information contained 
herein be construed as investment advice or an offer to sell or 
a solicitation of an offer to purchase (or any marketing in 
connection thereof) any interest in any investment vehicles 
managed by Bluesky Capital or its affiliates. The information 
contained herein does not take into account your particular 
investment objectives, financial situations, or needs, and you 
should, in considering this material, discuss your individual 
circumstances with professionals in those areas before making 
any decisions. Alternative investments can be highly illiquid, 
are speculative, and may not be suitable for all investors. 
Investing in alternative investments is only intended for 
experienced and sophisticated investors who are willing to 
bear the high economic risks associated with such an 
investment. Investors should carefully review and consider 
potential risks before investing. Bluesky Capital may make 
investment recommendations and decisions that are contrary 
to the views expressed herein, and may sponsor and hold 
interests in investment vehicles that have holdings that are 
inconsistent with the views expressed herein. 

Bluesky Capital makes no representations, express or implied, 
regarding the accuracy or completeness of this information, 
and the recipient accepts all risks in relying on this report for 
any purpose whatsoever. This report is being furnished to the 
recipient on a confidential basis and is not intended for public 

use or distribution. By accepting this report, the recipient 
agrees to keep confidential the existence of this report and the 
information contained herein. The recipient should not 
disclose, reproduce, distribute or otherwise make available the 
existence of and/or all or any portion of the information 
contained herein to any other person (other than its 
employees, officers and advisors on a need-to-know basis, 
whom the recipient will cause to keep the information 
confidential) without Bluesky Capital’s prior written consent. 
This report shall remain the property of Bluesky Capital and 
Bluesky Capital reserves the right to require the return of this 
report at any time.  

Some of the images, logos or other material used herein may 
be protected by copyright and/or trademark. If so, such 
copyrights and/or trademarks are most likely owned by the 
entity that created the material and are used purely for 
identification and comment as fair use under international 
copyright and/or trademark laws. Use of such image, copyright 
or trademark does not imply any association with such 
organization (or endorsement of such organization) by Bluesky 
Capital, nor vice versa.  

© 2018 Bluesky Capital Advisors, LLC. All rights reserved. 
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