
by Neal E. Hayias, CLU, ChFC

HOROUGHBRED racing
of fers many thrills, and
thousands of owners have
known the adrenaline surge

when their horse takes the lead in
the stretch and goes on to win a race.
But the Thoroughbred industry has
another equally potent high, one that
has been experienced by fewer people.

Selling a young horse is no less sus-
penseful or emotional than running
in a race. Look at the similarities. It
takes months to prepare a horse for
a race, and similarly the time from a
horse’s birth or purchase at a previ-
ous sale spans several months. 

On the track, there is the nail-
biting anticipation when the horses
go into the gate and the hold-your-
breath tension through the first 
fractions of a race. Those reactions
are followed by the letdown or eu-
phoria in the stretch, depending on
how the horse finishes.

At a sale, the owner or consignor
frets as the horse walks behind the
sale ring, waits with anticipation as
the bidding begins on the youngster,
and then reacts according to how
well the horse sells.

One other similarity cannot be over-
looked. The object of both ventures
is to make money, and it is no easier
to show a profit in the sale ring than
on the track. But money can be made
in the commercial breeding market
if the venture is approached wisely.

Even with the best of advisers and
blue-blooded youngsters, however,
profits are not guaranteed. Here is
where the standard business evalu-
ation of risk versus reward should
and must come into play. 

In short, everything could go
wrong, even though you, as an in-
vestor, have taken prudent steps to
limit the risk. Is the profit potential
large enough to justify the level of
risk?

Diversify investments
After racing horses and breeding

some homebreds, I decided in 2002
to diversify my total investment port-
folio by engaging in a pinhooking
venture. The concept was to buy year-
lings at the Keeneland September
sale and then send them to an Ocala
Breeders’ Sales Co. two-year-old in
training sale. If they sold well, my in-
vestment would yield a short-term
profit. If they did not sell well for
whatever reason—market conditions
or the physical condition of the
horse—I had the option of retaining
the horse and racing it.

Let me walk you through my pin-
hooking venture and the principles
I have extracted from it.

Increase your buying power.

This is an expensive in-
vestment if you want to
acquire quality prospects,
and other investors also
want to minimize their
risks by joining forces with
people holding similar
goals. In my first pin-
hooking venture, I en-
tered into a limited
par tnership with two
other investors.

Find the right adviser.
One of the limited part-
ners lived and breathed
Thoroughbred breeding,
and I thought it would be
important to be involved
with an industry profes-
sional who knew the com-
plexities of the commercial
business. After all, people
have been known to go to
Kentucky or Florida and
return with their pockets
empty, and I wanted some-
one who would shield me
from foolish mistakes.
This individual, France
Weiner of Wingate Farm,
became the general part-
ner and had the final say

in selecting yearlings, sale prepara-
tion, and consigning.

Spread the risk. My partners
and I decided to buy five horses in-
stead of one or two. We recognized
that the unexpected can happen and
often does, so it was prudent not to
have our entire money committed to
one or two entities. Thus, we invested
a total of $267,000 for four colts and
a filly. 

Anticipate carrying costs. As
with a racehorse, the purchase price
is just the beginning. These horses
eat every day, of course, and the idea
is to enhance the value of the in-
vestment so it can be resold at a
higher price. Again, having the right
adviser helps to increase the
prospects for profit.

In all, the expenses totaled roughly
$45,000, and they included such items
as training fees, veterinary care, far-
rier, vanning, and mortality insur-
ance. Normally, we also would have
paid consignment fees, which typi-
cally are 0.5%, but they were waived
because our general partner was an
investor.

Our decision to diversify proved
to be a wise one. The yearling we be-
lieved had the highest likelihood of
profit, a Stormin Fever filly, turned
out to be not quite a break-even sale.
But we were able to sell four of the
five horses for a total of $443,000.
(See Table 1.)

Like many pinhooking ventures,
we did not profit across the board,
and we were helped by a home run.

The Menifee—Sortofa Lady colt,
bought for $42,000, sold for $190,000.
We were a bit surprised and very
pleased. The Meadowlake—Bald
Beauty colt also sold well, reaping a
$41,500 net profit after carrying costs
and sales commissions.

Venture nets 34.9%
In all, our investment in acquiring

assets (the horses themselves) and
the cost of maintaining and enhancing
those assets totaled $312,000. That
yielded a profit of $108,850 in six
months. In percentage terms, the net
profit after sales commissions was
34.9%, although the Meadowlake—
Likely Minister colt continues to be
unsold. He is advancing, however,
and we hope that he will be mar-
ketable at some point.

It should also be noted that this
venture yielded a short-term profit,
which would be regarded as current
income. You and your tax adviser
should discuss the implications of
such a venture.

Even before our yearlings went to
market, my partners and I decided
to try pinhooking weanlings for sub-
sequent resale. At the 2002 Keene-
land November breeding stock sale,

we found two well-bred
weanlings that were late
foals and not as well de-
veloped as others going
through the sale ring.

If pinhooking yearlings
is risky, then pinhooking
weanlings is very risky,
and the investor must eval-
uate whether the high
level of risk is propor-
tionate to the prospects
for profit. Weanlings are
truly babies, and they can
move forward or back-
ward unexpectedly. At the
same time, the weanling
purchase has more sale
options than a yearling
purchase, principally be-
cause it can be resold pri-
vately or commercially as
a yearling and as a two-
year-old.

We are halfway out of
this investment. One of
the weanlings has been
resold at a decent profit,
and the other will go into
the OBSC auction at
Calder Race Course in
early February.

As always, a thorough
examination of your in-

vestment objectives and your risk
tolerance should be undertaken with
your financial adviser before buying
a Thoroughbred for racing, resale,
or long-term investment (a brood-
mare, for instance).

This evaluation of your goals and
preferences, as well as your current
investments, will determine whether
a pinhooking venture might be con-
sidered as part of your short-term
strategy.

Table 1
Pinhooking-partnership horses and how they fared

Yearling c., Meadowlake— c. Meadowlake— c., Menifee g. Wavering Monarch— f., Stormin Fever— Totals
Bald Beauty Likely Minister Sortofa Lady Crafty Princess Tammi’s Pal

Purchase price $35,000 $42,000 $  42,000 $  38,000 $110,000 $267,000
Carrying costs 9,000 9,000 9,000 9,000 9,000 45,000
Sale price 90,000 0 190,000 38,000 125,000 443,000
Sale commission 4,500 0 9,500 1,900 6,250 22,150
Net profit (loss) 41,500 ($51,000) $129,500 ($10,900) ($250) $108,850
Percentage profit (loss) 85.6% (100.0%) 214% (22.3%) (0.2%) 32.6%

STUDY REQUIRED
Examine your investment objectives and your risk tolerance with your financial adviser before
buying a Thoroughbred for racing, resale, or long-term investment
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Anatomy of a pinhooking venture
While the risks are considerable, buying horses for resale can yield profits
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Neal Hayias, a Thoroughbred
owner and breeder, is a 
licensed representative of
MONY Securities Corp. in 
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