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Art as an investment?

“ Beauty istruth, truth beauty” —that
isall/Ye know on earth, and all ye

need to know.”

—John Keats,
“OdeonaGrecianUrn”

W, yes but many who collect works
of at—whether Grecianurnsor Ming
vases, Rembrandtsor Warhols—and
many who sharethegrowinginteresin
atasaninvesment haveseverd mgor
practicd questionsfor whichthey seek
answers.

Perhgpsthefirgissmply: Isartagood
investment?

JanpingMe and Michad Moses, two
professorsat New York Univergity’s
Stern School of Business, havedone
extendveresearchthat bearsonthis
question. John Dobosz on Forbes.com
(09/09/2003) reportsthat over a
number of periodsof time, theMe/
MosesAll Art Index (based ondata
from paintingsthet cametomarketin
New York or London morethan once
9nce1875) hasoutperformedthe S& P
500-stock index. For example: It
topped the S& P500 by 1.2% over the
last 50years, by 8.0%over thelagt five
years, and by 18.2% over thelast three
years.

Note: Anindex isanunmanaged
meesureof performance. Itisnot

possibletoinvestinanindex. But
dthough past performanceisnoindica:
tor of futureresults such gatisicsmay
uggest that discerninginvestorsmight at
least want to givesomethought to
addingarttotheir portfolios

Thenextmgor questionthatinvestors
might ask is What functioncould art
serveinaportfolio?

Godfrey Barker,inanatideentitled
“Give’ EmShdter” (Forbes, 12/24/
2001), provided severd classicex-
amplesof what hecdls*at’'sroleasa
refuge.” For example, thestock market
swoonedin October 1987. Yetin
November 1987 aVan Gogh soldfor a
record $53.6 million. Smilarly,in2001,
with New York City saggeringunder the
impact of recesson, terrorismand war,
sdesa themgor auction housesset
recordsfor morethan 30 artists.

InhisartideBarker explorestheimplica:
tionsof astudy by Me and Mosesof art
vauesduring 27 recess onsand four
wars. Thestudy indicatesthat art values

ArtSory Debuts

The Trust Company of Kansas has
entered what we are caling our “ Sup-
porting the Arts” campaign. The cam-
paign will create exciting new aware-
ness of TCK and our desreto bea
conduit between the art community and
individualswho enjoy supporting thearts.
| strongly believethat thisconduit form
of support will benefit theart community
in great ways.

During 2004, asyou are out and about
enjoying thearts- especialy inWichita,
Lawrence and L eavenworth communi-
tieswhere TCK has full-time staff -
please be on thelookout for our colorful
new “Supporting the Arts’ icon. To see
what it lookslike, check out the enclosed
ArtStory. The debut of the new icon will
befollowed by many exciting eventsand
efforts throughout the year at the
WichitaArt Museum, Music Thestre of
Wichita, Wichita Center for theArts,
WichitaSymphony Orchestra, CityArts,
Chamber Music a the Barn, The Lied
Center, Topeka Civic Theatre and more.

We look forward to seeing you there
and welcomeintroductionsto your
friends or family who may need TCK'’s
services. The greatest compliment you
can give TCK isthereferral of your
friends and loved ones. Thank you for
your trust.

Sincerdy,

SteveEnglish, President

tendtohold upwdl during periodsof
economicdifficulty andthat artindexes
outperformmgjor gock indexesduring
timesof war. A corollary toart’ sinvest-
mentroleintoughtimes, Barker adds, is
that in better economictimes— suchas
thetech boom of the 1990s—andin

Continued on page 3

You're cordially invited...
Come enjoy the music of Gary Foster,

who will be playing at the Topeka Jazz
Festival, May 29-31.

For more information about the festi-
val, please call the Topeka Performing
Arts Center at 785-234-ARTS or go
online to www.tpactix.org/tjf04.htm




Estate planning strategiesfor your | RA

Oneof themgjor goalsin estate
planningisto minimizetaxation,
allowing youtoleaveasmuch asyou
cantoyour loved ones. Planningin
today’senvironmentisespecidly
difficult. Why?Because estatetax law
changed in 2001 and could change
again. Congressvoted to repeal the
tax, but only for peoplewhodiein
2010. Until then theamount exempt
fromfedera estatetax will grow
dowly to$3.5million. And till it gets
more complex, with adrift downward
intax ratesfrom 55%to045%in
2009. In 2011 the estate tax exemp-
tionfallsback to $1 million, unless
Congressactsbeforethen.

Distribution rules

By following therulesfor payout and
beneficiary designation, dongwith
dternativesavailableto IRA owners,
individuaswithlargebaancescan
useoneor both of thefollowing key
srategies: (1) passing ontheundis-
tributed portion of atraditional IRA to
aspousetax free (through the use of
the* marital deduction”) or (2)

Janis Bunker attended a MOKAN trust
conference planning committee
meeting on January 16 in Overland
Park, KS and will serve as treasurer
for the committee. Dianne Allison is
serving on the MOKAN planning
committee as well.

Janis Bunker was re-elected secre-
tary of the Douglas County Estate
Planning Council for 2004.

On January 22, Paul Fowler received
the Chris Blackwell Award of Volun-
teer Excellence at the annual meeting
of the Arthritis Foundation, Kansas

Personal
Briefs

passingal gainstotheir heirscom-
pletely freefromincometax through
conversionof anIRA toaRoth IRA.

Digributionrulesfor IRAsarethe
gtarting point. Traditional IRA owners
must begintaking adistributionfrom
their plansby April 1followingthe
year that they turnage 70 /2. To
help keep asmuch money aspossible
inanIRA, thelRS provided amini-
mum distribution tablethat takeslife
expectancy into account. If the
surviving beneficiary isaspousewho
ismorethanten yearsyounger than
thelRA owner, thejoint life expect-
ancy of both spousesisused. The
point isthat these solutionsminimize
taxableincomewhen you do not need
it and havethe opportunity to achieve
moregainsprior to death.

Of course, IRA fundswithdrawn by
anowner or abeneficiary aretaxed at
normal rateswith no preferential rates
for capita gains. It may occur to
someownersupon retirement smply
to cash out the entire balance of the

Chapter. This award is the highest
annual service award given by the
Chapter. Fowler completed his two year
term as chairman of the board for the
foundation and was elected to a one-
year term as co-chairman of the board
for 2004.

Dan Brogren recently gave a presenta-
tion at the Armourdale Renewal Asso-
ciation, a community organization in
Kansas City, Kansas dedicated to the
renewal of the Medicare Prescription
Drug, Improvement and Modernization
Act of 2008.

traditional IRA andinvestinaway
that dleviatesheirs responghility for
any federal incometax.

The Roth IRA alternative
TheRoth IRA isoneof the best
vehiclesfor tax-smart investment and
estate planning. Because Roth IRAs
only havebeen available since 1997,
itisunlikely that balancesareat
sufficient level sfor those neer retire-
ment to providealifetimeincomeand
aninheritanceto passon.

However, thosewith sgnificant
balancesintraditiona IRAscan
convert (i.e., transfer or roll over)
suchfundstoaRoth IRA. The
conversion privilegeislimited tothose
whose adjusted grossincome doesn'’t
exceed $100,000 (whether singleor
marriedfilingjointly). Incometaxis
dueontheconversion, andit should
be paid from sourcesoutsidethe IRA
for the strategy to makethe most
financia sense. Also, theconversion
toaRoth IRA may be staged over a
number of tax years. When thefunds
aresafeinsdetheRoth IRA, thereis
no need for the owner to take any
unwanted distributionsduring life.

Theannual contributionlimittoaRoth
IRA will increaseto $5,000 by 2008
($3,000in 2003 and 2004), with
cost-of-living adjustmentstheresfter.
Thecontribution limitsfor higher-
incometaxpayersare phased out
between $95,000 and $110,000 for
singlefilers, and between $150,000
and $160,000 for married persons
filingjointly.

Who's the beneficiary?
Traditional IRAs. If agpouseisthe
solebeneficiary uponthel RA owner’s



degth, heor shemay rollover thefunds
tohisor her ownIRA. Didributions
will bemadeasif thespouseowned
thelRA. Spousesa so may namethelr
ownbeneficiaries

Whenthespouseisnotthesole
beneficiary, or whenanonspouse
benefidary isnamed, digtributionwill
occur over aperiod not to exceed the
beneficiary’sanglelifeexpectancy. The
firgt lifeexpectancy factor usedisthe
ageof thebeneficiary intheyear
following theyear of death, reduced

by onefor each subsequent year.

Roth IRAs When spousesarethe
solebeneficiaries, nodidributionneed
betakenatdl. Indl other cases,
payout isrequired withinfiveyearsof
theRoth IRA owner’sdesath, or over
thesinglelifeexpectancy of the
beneficiary, provided suchmethod
beginsby December 31 of theyear
followingtheyesr of degth.

Trudsasbendficiaries. Trustsnamed
asbeneficiariesgeneraly mugt bevdid
under satelaw, benefit aliving person,
and beirrevocableat death. Itdsois
wiseto namethetrustee/custodian and
successorsinawill. Otherwise, the
gppropriateloca court or theinditution
holdingthel RA may havetherightto
namesomeoneto servein these capaci-
ties. Thesamegoesfor fundsthat are
|eft to beneficiarieswhoareminorsat
thetimeof theowner’sdeath.

Qualified Terminablelnterest
Property (QTIP) Trustsasben-
eficiaries: By making your benefi-
ciary aQTIPtrust, you leave your
IRA (or any other assets) intrust for
your spouse as beneficiary of the
trust. They passto the surviving
spouse through the trust with no
estate tax. WithaQTIPtrust you
choosethe beneficiary of thetrust
should fundsremain after your
spousedies. Thisensuresthat funds

pass on to those whom you want to
betherightful heirs, makingaQTIP
trust auseful vehiclefor thosewho
have been married more than once
and want to providefor children
from previous marriages.

Seek professional guidance
Understanding all of thetax and other
ramificationsof estate planning for
IRAs—and taking the best approach
inyour circumstances—requiresthe
knowledge and experience of legal, tax
andtrust specialists.

May TCK be of assistance? One of
our estate planning specialistswould
be pleased to meet with you and your
other advisorsto develop astrategy
that suitsyour needs. Call today!
Wichita: 800-530-5254

Lawrence: 800-749-0904
Leavenworth: 800-758-1155

Continued from page 1

peacetime, collectorsmay be* likdlier toinvest d sawherefor
quicker and better returns”

Peter Scott S. Sahiman, head of anart consultancy, notingthe
researchby Me and Mosesonthedifferent rhythmtheat price
goprecidionfor fineart hasfromthat for socks, advocatesa
rolefor at asabdancingor dabilizing asset. Hesays “By
buyingfineart at thecorrect priceyour hard asset art portfolio
canbaanceyour securities, red estate, bond and hedgefund
portfalio. Whenfineartisbought b ow gdlery/retail prices[for
example, by ashrewd buyer or professiond consultant] it will
dabilizethevolaility of your entireportfolioand postionyour
art collectionfor upsdegppreciation.”

However, investorsintrigued by thesepossbilitiesshouldaso
remember theold saying“ Buyer beware’ and so should ask:
What caveats should | bear in mind when seeking to invest
inart?

Sahlman’swebgte (hitp:/Amww.sshiman.convart_advisory

services) hasagoodlist of such cavests, asdoes Standard &
Poor’spublication” InvesinginFneArt.” Someof themogt
important onesare:

* Anything that can besaid about art asaninvestment obvioudy
agopliesonly togenuineart and not fakesor forgeries. Investors
need to beabletofind out what isauthenticand what isnot.

* Art pricesmay bequiteunpredictable, andinvestment
horizonsmay runfor decades (Thetiswhy invesmentsinart
oftenend up aspartsof eates))

» Themarket for artisgenerdly illiquid—theability to convert
ahdldingintocashexpeditioudy islimited.

Many investorsover theyears, though, would attest that such
risksaremanagegble. But whenbuying art, thereisonetruth
that aboved| othersservesto maketherisksworthtaking: If
you buy something only because you loveit for its beauty
or some other aspect of aesthetic or personal appeal, you
cannever reallylose. Keatswould, surely, agreewith that.



The Trust Company of Kansas
P.O. Box 3699
Wichita, Kansas 67201-3699

ADDRESS SERVICE REQUESTED

PRSRT STD
U.S. Postage
PAID
Wichita, KS
Permit # 619

Providing trust services in these Kansas communities
Wichita «Lawrence «Leavenworth *Arkansas City * Atchison * Augusta «Emporia ¢
Eureka «Everest «Haven «Kansas City *Olpe

Demographics and retirement

It'spleasant tolook ahead to retirement and thetimewhen
rel axation and enjoyment will replacethe stressand routine of
theworkingworld. Perhgpsyou’ vethought intermsof
working later thanthetraditiona age 65 retirement dete. Or
maybeyou' rehoping to havethe opportunity totakean early
retirement package. Wherever youfal withinthe spectrum,
you' [l want to cond der someof the pointsraised by Robert
D.ArnottandAnne CascdIsinan articleentitled “ Demo-
graphicsand Capitd Market Returns,” which gppearedina
recent issueof the Financial AnalystsJournal. They report
that, for peopleretiring inthe next two decades, demographic
congderationsshould play animportant roleinther planning.

TheSocial Security dilemma

Thanksto the baby boom (1946-1964), the proportion of
peopleaged 65 and older will grow from the current 12%to
20% by 2030. Thenfactor inthe* baby-bust” period (1965-
1990) plusan averagelifespantoday of 76.6 years. Result: a
futurewhenfewer workerswill becontributingto Socid
Security a atimewhenalargegroup of long-iving retireesis
recaving benefits.

A futuremarket with fewer buyer s?

Retireesand near retireesoften makeadecisontoreshape
their portfolios, subgtitutingtheir morerisky equity invesments
withinvestmentsthet offer ardiableincome, suchasbonds.
Theconclusontodraw here, say Arnott and Casscdlls, isthat
therewon't besufficient buyersfor thelarge number of
securitiesthat peoplewill betryingto sdl asthey enter
retirement, creeting apotentia for asustained soft market.

Rising health care costs

Theconventiond wisdomisthat expensesinretirement will be
substantidly lessthanthey wereinyour workingyears,
requiring alower annud incomestream. That assumptionas
well must be chalenged because of demographics, say Arnott
and CascdIsWith more peopleliving longer, thelaw of
supply and demand suggeststhat the cost of hedthcare
serviceswill continueto escaateinthecoming years. Thus,
you may want to adjust your projection of retirement ex-
pensestoreflect ahigher cogt of living thanyou may haveat
firstassumed.

Exploringyour options

Whét canyou doinlight of thesedaunting demographics?
Some choicesmay not befeasible(retiring abroad to some-
wherewithalower cogt or living and ayounger work force)
or may beunappedling (ddaying retirement far later thanyou
wish). But beforeyou makeany hard-and-fast decisons, a
goodfirst stepistodevelop or review aretirement strategy
that putsal therd evant factsinto perspective. For ingtance,
you may want to reassessyour income and expense projec-
tionsinorder tomakecertainthat they areredigticinlight of
someof the pointsraised here. Youwill want to ask other
questions, too: Aretherewaysthat you can set asdemorefor
retirement?Arethereinvestment choicesthet offer youthe
possihility of ahigher returna arisk that youarewillingto
accept?In other words, it'snot dl “doomand gloom.” We d
beglad tohdpyoufind answverstotheseretirement planning
questionsand implement any changesthat may benecessary
inlight of thecoming numberscrunch. Cdl Marthaat
800-530-5254.



